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[nNc.,\ia subject
strictions con-

Tour letter of recent {e
department on the above subject :

valwe and bear no dufinzﬁdly apcere

: T tg of interest. Rather, the Certvificates
in qnest on provide for the delivery nn&urity of
twenty sheres of the capital steck of Gibralter

Life Imsurance Company of Amerdica; tagpth&r'wtth.ﬂnr
acorusd dividends upon such ﬁtaek, ard for g:zﬁodlc
payments to purchasers of a *homa' of vary per~
centages, with the amount of such bonus being dependent
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fion, L.' e dolnson -~ Fage 2

upon the amount of the net premium income of the life
Insurance Cowpany. In addition, the Certificates bear

a2 further provision in which th&y will mature immediztely
upon the death of the owner smd in which peymsnts upon

& Certificate will be waived in the event of the disa-
bility of the parchaser,

"In opinien Ho. 0-21.03 written by Honorsble Ardell
t.uum Att.a General fann cmiW plan
of apwa bears sonsiderabls Ly to the
ons under diueuasicn. You will notice from thie Opinion
thet the Company thare involved aleso to issue and
sell certificates which were payable stock rather than
in oash upon maturity and whish carried 'bomis! isions
similsxr to those in f-hO attached Certificstes, Apparently
the provisions relative te the death or 4isadilicy of the
owner which are contained in the Gibraltar IALS Were
not contained in sortificate which wes discussed in

ofm Al ok ‘W’ woration, tomdt, the Gibe
Qe e

relter Life Inmuance Company oGy
in m “?“:’ém h'@m M W %o
o
famm the Mm

emprnhwdmrsm«aul o Sehtorea

o.ftha ‘ tinates of the type there~
Wmmuimmm L 2 i onn’
within the meaning of Arti 2ha, snd that Arvicle 1524a
mmmugad%aww;mtw instelliment
mofawck Fron m,mmwaﬂa
Opdnion tion of vhe typs thers
considered ie *m uiﬁm the of Artiele 15

"l em somewhat in doubt sas to the axact meaning of
this opinion and as to its Mwmm {nstant
s!.tunmm. Specifically, the questione which perturb me
are wz Lollows:

"{a) Iz the conclusion in W«m No, 024,08 that the
certifientes there discusssd are within the purview!
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of Article 1524a to be construed as that certifi-
cates of such ¢ are not subject to the ilimitevions and re-
strictions contained in this Article and need not be approved
by the Banking Commdzsioner? I1f this be true, it would appear
to follow thet such certificater could de 1asued by & cor=
porstion under its general sharter powers, subjest to possible
restriotions by tha Texan ﬁaanriﬁ&no b, nc that the somewhat
paradont s fog vhlch the financial
affoirs of o eesparatic Wm under irtiels 1303b or
inder Subdd i, 49 or 50 of irsiecle 1302 would ba sube
iqat ¢ sxamination by this Department under Section 2 of
Articlse 15%&4 and o the publication of reports of finapcial
> Seovs iy ﬁg:npﬁmmm rit;‘?m
: _ astd of
3 atcwﬁﬁumﬂm;

parveent uuduv ﬁhn miuninaas ::Ziaau aﬁ‘artisldbl

1::3 tﬂ-th» énuﬁh or &isthil&ﬁy at a yuvuhnaur?”
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The lasucnce and sale of the "Cooperative Bond Certifi-
gates” by tho Gloralier ldife Undermwriters Inccrporated in effect
anounte to Lhe ssle of svock on an .amtalimant pian.

Article 1303b providest

¥A private gorporation may be formed for any one
or more of the following purposes, without muns or
insursnce privileges: %o ascumilato and moneys to
- sell and deal in notes, hmmd securitiss; to act 88
Trustee under dewinl @ se trust comaitted to it
by emtrwt or wiil, or * appointmant of euy sourt
haﬂ.g‘ adutmufbhe mutu‘bﬁw. ad 88 sgent
for mtm et m mt; o ,mmum t’gﬁ*
Mde o

eign Godiostic mﬁ&m m emspeﬁn; ﬁm

omm&rmm“mmafbuamu;wmm
or lesue Ascbentures for t any or adl purposss
above snumgreted. Provided tmmrmﬂmmw
mmmmummwn«%« Pro-
mmwmmwm

I - The O4brelter Lif ﬁwmma, Ineomnd.uzmiy has
the power under Ayticle mﬁwummmmmﬁm
under consideration unlege Artisle 152he restricots or prohibits the

aale ef seme. Article ! is a regulatory statute mm:m
at.i - cartain agtivities of ¢ 4 dtions organised undur
mbdi » 49 or 50 of Artdele 1302, R.C.S., andvighiy 13036,

R.G.,u .
Sections 1, 7 and 12 of Artisle 1524 reed as fallowsi

"Sed, 1. This Avt shall exbrace corporations.
htggofm eroated anid hersalver i?ia?fdmw for
PUTpose OF pUrpeges SNy or powers
now suthorised in Subdivisions 48, 49 or 50 of iArticle
1302, Reviged Givil Statutes of Toxas, 1%5. und lm-u-
tafm or wmer crosted bhaving in whole gre
W now suthorised in. Ghapw -
.;enate r 232 of the Gengrsl aod Specisl Lawm
of the xugmm- 3ession of the LOth Lagiﬂ.nm. ¥o
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such eﬂryaratiun sball act s» agent or trupteq in the
consolidatign of or for the pg:gg:e of eombining the
asaets, business or megne of reons, firms,
associationa or gorpoyations, nar ull puch coryurw
ation as aﬁeaz or trustee c&rry o the business of
another. ko such corporetion shall offer for sals or
sail its bonds, wtas, cervificates, debentures -
other gbligasions unless it shall héve on acanal
%n sapital of not loas thaa.fan.!hﬁn;aad {933,900
oliars,"

“Jecs 7o+ All bDonds, nat«n, eerﬁlfiamics, dnhcnnurns,
or other ohligatisna sulﬁ in Texss h:ﬁ:f!
affected hr & g;:f%aiéa Shis Lot %a aa¢uxad hy
sesouritiee rebscntle anrket
lesst ab all Cines the 2*&5 AN
saptifioatas, | bubes o2 olRAr

hall by & Certifisd Py . .
be eppraved and be smﬁitfhtﬁﬁrr
:ianggf Thapgﬁrpqwatien ahall poy a.£b¢ of Y&f&ttn

P b
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Dollars (#15) for filing each such stutement, (2) Seid
pecurities shall be depogited with the Htate Tressurer
under a trust agreensnt, ths torms of whish shall be
approved by tho Banking Commissioner.

It is further provided that if any eorparut&oa trans-
seting business under this Act, shall have heretofors de~
pocitad securities with & sorporn ha;::g°'. g::eru
under & trust agreement as vidnﬁ hare: des
avail itselif of the option deposit securitiez with the
State Treasurer of Texas in lieu of such Trustes, it shall

first seours & written anrtif&aato froa the ﬁankingpcun-
u&aainnar of Texus said nteuriﬁ&ta on edt
tha,!ruasdn - : ficlent Iy

aveil fteel 'ita' ‘gi.. ;;5§,;:,$3&§§’:¢§2§ do~
, tael on

secur g&a:'mithnzgqfstnﬁo ?rnazgzgzuﬁ ﬁnzgniﬁ ‘*§§,“*
b THASUTRY 'atmi m‘i m
dtaﬁ,-'- s def "ﬁgtrtin :ﬂﬂﬁrﬁag the a@yraval af ﬁk»
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whereupon the said Trustue ai_mll as lwrai,nabove set
forth, deliver to tho itate Treasur@r of Texss the secu-
11tieﬁ in its hands, tekins the raceipt of the itate
CTreasurer therefor, smd inm such case such Urustee shall
be frily and finslly rélieved, acquitted, und dischargod
.. of all respons bility and 11 ﬂiliuy under euch trust
L .pgrenment, jor agreements,

S R Aoy sush gcorperstion which solls in Texna honds,
noves, certificates, debentures or o%har obligationa'upon
which it receives lnstallment paymen which upon the
sffective date of this Act has aeeuritios deposited with
& Trustes hereunder, nmay, with the written consent of the
Banking Cormiseioner %&nﬁt

=49

under aaid trust and/
oy agreanents aa to baﬂﬂ; ﬁﬂt&ta utrtificacaa “ﬁ:ﬁﬁ:ﬁﬁﬁea

or othor obll
- cgdven &

with the State Tressurer of Texas b{ ouplyis
Aok in the sane menner that a tion af
organised would be reguired te oaupiy with this Aet,

Wil truat ints hereafter made as to

rities placed wi she 3 frnnsurwr»nnﬂnr thignzat shsll
prcvidn that mioh securi hn substituted with secu~
ritiss of tqnal valus by ﬁha by the © sion with
the State Treeswrsr oFf a ourtif of suthorisstion to de
nmmm‘?mmwraffm, mdmtwef

A ke Tl o e e
: &na & on
. _tc dnpesit ana&,niﬁa:xa‘u s to future sales of sald g%%&;

sald securities may bs withdrawn by the carporatien from the

State Trensurer the filing with the 3tate Trassurer of &

certificate isun:z br'gz; Banking Complssioner shat the withe

securities is authoriszed by the

&t thk
drawing ,
kct. ?rnviaoda that before aclliag ar~a$f for sele on
oate debenture pled msiw rriryes smafa savess tion
ca By 637 o
e e goifssions, maoh sorporat

gations. Unless within s&s&g {
agz such specimen copy the Banikdiny Cemmissionsr ismias &
ice to sueh corporation of a2 hesrivg to determine

specimen coples of
such hauﬁﬁﬁ DOLes, ﬁortifiﬁa&esaﬁ&ubcnﬂaraa or othey oblie

)} days ofter the £iling of

By, and that ite uiﬁhdranul will not redude
the uunaas of sgeurities belew the smount required by this

pertifi-

uhnthar
such instrusent is frendulant, usreascneble or ineguitable

or has an unressonabls or insguiteble ossh surrunﬁer
welue, the seme shall he deomed to have heen
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apmwd Banking Camissioner, But 19 afver

6gtbg‘smt t0 notice lssued within uai& riod of
sixty } dsys, the Banking Commiassioner sh £ind and -
determine that any such bond, note, certificate, debanture,
or other obl.iga an iz either frau&ulent unreasonable, or
inequi or has an unreasonable or Mquimblo euﬁ
surrender ralut sugh corporstion shall have no right to
sell or offsr for sale in the State of Texas such bond, mu,
certificats, dabsature or othar obligation so found to "va
fraudulent, mele or inequitebls, or has an unreagon-
able or mquiwble cash’ surrender velua. Provided, that any
sueh corporation way have such finding reviewnd in the Diste
rwts Court of Travie County, Texas, by filing suit &gainste

Bngng Comutpnioner m muh Court &b any time w&ths.n
s after receiving notice of such finding,

mh suit mpuratim be entitled to a trisl da
m on the um an which the Banking Commissioner shall

made such edverse findings, If zs the result of such
mamm;muua;mawmwmh
mutm the admn of the Comnisslioner

hindlg m or effsct; and in that
twuunu boads, or other oblie
;uamwqumedbymmmi.mu siied in sald gauss.
ovided, that either party shall have the right of appeal
ssoonding o statutes governing sppeels in civil cacas. Pro-
vided further that the requirements contained herein oblijs-
ting wm::: nllaug m@z: ms. sertifienten, dthﬁ:;
tmu.ara r obligatione, whethar in single payment or
the instellment plan, mu@amummmw
umﬂuaa of a rawmahlo nerket value equal to the face

Lgu % sertificutes or to the withdrsaws), or can~
&i instsliment payment certifiecates mu not
n.pglg having & mm capital of y Thous~
%@), whers sush sales are made to ds :

who are a.t the btad %o the issueri emaitiemd the
fmmm&sa&l&ﬁhﬂlmtwmmmww debt

of purchaser t9 isswer; snd further conditioned the
notea, certiflicates, debentures and other obligations aelé
- Texss provide for mmwy of the indebtednens at & date mt
: mmmzh;rmwwaﬁaﬁm%wuﬁ
parcheser o lssuer; conditioned further s iasyance
and. es.la af such gertificetes, vhether colliateralized or net,
ehall obligate the Danking QMua&amr of Texss to make ex~
aaimtiem to the same extent a5 1L ecollsteral were required,

"A1)l omsh or sspourities left with the State Treasurer ’
in aa?iimw with &irticle 596, Revised Civil Statutes of 1925,
1;111 tgomim% &e part of the Sollateral required under

8 3e0Li0nN.
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5411 wnﬁa not*-ca mrmtiemcu, dabentures, or other

abli,,at.ions or offerad for sale in Texns by -mach
ration a&mll defindtely éaseribe the character of
teral speuring the paynent of such oblipation,

"In the event any such corporation shall sell or offer
for sele in Texas, any bonds, notes, certificstes, debentures, -
or other obligntions without complying with this seetion, such
conduct shall constitute grounds for forfeiture of its
charter and f{or recelivership at ths sult of the Attorney
General which suit shall be brwght upon the request of the
Banking Commisslioner of Toxas.®

“Iec, 12, None of the prwisim of this Lot mﬁl
that mm of Sestion 4 req m f£iltng of hmm
statemente, shall apply te uade by any corporation
affected by this itt, exeept um by sueh corporations of
bonds, notes, certificates, debantures or other obligations
_ 1ssued by ané that are direet sbhligntsons of the amatim
Mweﬁfar&%mmm, The words 'bonda!
tnotes’, ‘certificatent, 'dobanturest, and Tother abngad.m

: ummwuw,mmumwmemwmmu
notes executed by corporations to banks and other finaneial
insvitutions for monay harrm by sush corporations for uee in ths
wmol tourse of its bBusiness.*

As poinied wtmmmﬁ,mdmma .tnﬂpinim
Na.&mwmam operation very simlilay to the
one now under discussiony @ﬂm sald apﬁﬂm es Sollows:

"Apparently, Articles 1534a to lsﬁtak, fnciusive, were
designed to regulate the sales of bouds, , certificates,
debentures or other obligations of W vwhich create
the velation of debter and creditor the corporation
issuing the seme und the holder af the certilicates, eto,.,
andizgo fmiliﬁag mﬂ&cg % uider the agwe m&. ned
articles are not dexigned for parpose of enahling
corporation to sell its etock on an installment basis.

"It 48 our opinion that the ﬁ:‘g@am transaction of
the Southern Sistes Life Underwri m., does a0t involve
the sale of Certificates or other o atim* with!.n thc
meaning of the chove menticned statutes, Therefors

posed plan of stock sales of the Southern States Lﬂ‘e Hndur-
writere, inc., would not come within the purview of Articles
15248 ‘t;o 1524k, inclualive.®
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Since the plan now under consideration does not "gome
within the purview of Article 1524a®, in answer to your guestion
{a} 1t is the opinion of this department that certificates of such
types are not subject to the limitations and restrictions contained
in Article 1524& and need not be approved by the Banking Commissioner.
Therefore, we answer question {(al in the affirmative.

hrticle 696 provides as follows:

"Each corporation, company or individual, doing
business in this State as a bond investment company, or
company to place or sell bonds, certificates or deben~-
tures on the partial payment or installment plan, shall
deposit with the State Treasurer, in cash or securities
approved by sald Treasurer, the sum of five thousand
dollars, and shall deposit pemieannually with said
Treasurer, in cash or securities, to be approved by said
officer, ten per cent of all net premlums received until
the sum deposited amounts to. one hundred thousand dollarg.”

. From what we have said in anewer to‘ggeation (a), 1t is our
opinion that it necessarily follows that the e of the sp-called -
"Cooperative Board Certificates” dods not involve ths sale of bonds,
certificates or debentures as contemplated by Article 696, On the
gontrary, it amounts to a sale of p on the installment plan,
Therefore, it ia our opinion that the - aauing campany is not required
to make the deposits set forth in Article 6905,

_ In view of our answer to question (a}, it is unnecessary to
anewer question (¢}, ¥We answer question {d) in the negative.

Yours very truly
ATTORNEY GENERAL OF TEXAS

APDEQVEDDEC 5, 1946 N !
] Byé.c.m)}

« €, Davias, Jr,
Assiatant

-

ATTORNEY G OF TEXAS

By
'ohn Reaves
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