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Daar Sir:

‘Opinion Mo. 0-£09
Re: Notes ze X

This will ackn & rptolnt of your letter

hy 11 1932,

to the proper c ‘
?evisad Civil 5 \ For the yurpose
e et your lotter

wy : Ainion renderced by
; w40l Trooks under
Cin coﬁﬂpction with

+r n? a” .onr*taw Toxas.

St Erocks
which the atou‘;olaers are the

4717 and ﬂ?ﬁa ith respaect tc

T the oanpital stock. TGiéar date

" 8, 19335, thne iititcrney Gencral by

wr. Irooks approved lLs charter of the Qld
Faithful life Insuranco Corpany with the same
noten as capitel stock securitiss which were
ccnsidered in hie ¢opinion proviously montion=-
ed. In discussaing ihe ratter with ¥Fr. Drooks,
he states that attoracyvs for the incorporators
of this Company satisfied hiim that the notes



" peads:

Hon, Valter C. Yoolward, May 18, 1939, Tage 2

of the stoeckholders would qualify in pay-
ment ©of the cepital stook.

“"In order to comglete our Tile on
Attorney General o,inion. will you please
review the opinion of A -il Le, 1938, and

if you find that it rocites on improper
conctruction of the 1@%,'ﬂ1u3”6 officially
aﬁviae us,"”

The opinion of this Derartxent written by

T Fr. Tichard Brooks, April g£2,/:1%30, to your Derartment

upon the sare question was . to the effect that notes se-
cured by real estate where the holders thereof were

~ payors could not be used:in payment of capital stock
-of an 1nsurance company.

Article 12,‘Sectien 6 of the Texas Constitutinn

< Yo corpovatiqn qhall issug stock orxr
bo1dﬂ excopt for mouey peid, leder done or

- propeorty actually. rnuﬂévnn, and all ficti- -
tious increase of shociion. 1ndebtednesa

- shall be void."

Article 4717 Havised Ci#il Statutes of Texas,

1925, sots forth the requirements of e charter for a life,
: heilth and ac¢cident insureance ccmpeny &nd provides in -

varasraph {5) thereof thal the charter shall set forth
vthe emount of its capital steck, not less than cne hun-
dred *liousand dollars, ell of which capital stock must be
subseribed and fully peid up and in the hands of the in-
corrorators before sald articles of incorporation are
filed." ,

Article 4752, Jievised Civil Ctatutes of Texes

1925, provides for the creation of a limited stock com-

pany in accordance with the provisions of Article a717,

supra, with limited rights and privilozes and provides
for a minimun "actual paid up cqpital of twenty-five
thousand dollars.™



HYon. Waltexr C. YWeodward, Xay 18, 1933, Tage 3

Article 4705, Revised Civil Statutes of Texas
1925, enunerates certuin ltems of which the capitel
stock of an 1n°urance cormany ray consist and Section
5 theroeolf recds

*In first mortzumes upen unincunbered
real estate in this svate, the title tec which
is valid, and the mortgafo valus of which is
‘double the amount losned therson, exclusive
of builaings, ualess such bulldings ere insur—
ed in scme responsible company and the poliecy
or policies. trans;crred to ithe ocompany teking
such morteage, ™ i

© Tt was held by the Suprcme Court of Texas in
the case of Cenersl Ponding & Casueplty Ensurance Company
et al vo. Yosaley ot al, 282 SUf 6561 that a note of a
gubceribed to cepitel stock in an insurance company -
cecured by e velid first mertsags on reel estate to which.
the subseriber has title, sccepted by the corroration in
raynont for the stoek, IR e ﬁcrty ectuclly received"®
within the meaning of sriticle 1%, ocction 3 of the Con-
: stxvution and thnrerore valmd.e.

Ghief Tusti¢e Yh‘lliﬁs, spaaking in the above
cese said: o oo _ A

. MA uubucriber's nose sccurcd by 4 valid
Tirst mortzare upon real sstate, accepied by
the corporation in payment of gtock, cunnot
be held as other than prcﬁerty in tho full
sence of the Constitution. The corporation
thereby bbtains sormething more than the mere
Prom ice of the subsceriber to pay. It obtains
the right to have the land arpropriated to
the payment of the note. This is & voluadble
rimght, a property right, as fully so &5 eny
contract rizht, end, in genoral, as valuablo
as any such rizht, "ho corﬂorution recclived
it and ams it. Tt con tnuu‘~s e éistinect
pscet in its handsy recognizoed, sonerally,
as_one of the nont gteble, desirable and
cugily donvertible Torms of vroperty.”

Tho 1dentical hoiding, as avove set out, was
likevriice announced by Jurtieo reClendon of ueotion (b}



-

Hon., Valter C, Voodwarl, I'ay 10, 1939, Pege 4

of the Cormission 1n t?u anse of Brudential 11:0 Insur-
ance Compuny of Texan vz, Fearson, 2az £V 967,

¥e wish to narticularly call your sttention

. te the fact. that in the cuses of Vasher vs. Snyer {Tex.

Sup. Ot.) 211 SY 985 and Thormaon vs. First State Pank.

of smarillo {Tex. Sup, ('t.) 211 8% 977, oited by ¥r,

Prooks in his opinioen of April £2, 1938, the notes in

- guestion were unsecured and the court rishtfully held o
"~ them to be “mere promises to pay™ and not proporty with-
- -in the reaning of the Constitution, Article 12, Section -
6. The case of Ceneral Bonding & raaunlty Inuurancc :
Compony vo. Moseley (Tex. €iv. Apps) 174 8% 1031, also
cited by ¥r. Brooks, was exprossly overruled by the
Supremeiﬂourt 1n 22z &Y 961--ahove referred to.

- It ia, thercfore ‘the opinion of this Depart-
ment and you are soO ade"oﬂ thet the naynent of capital

stock.of an insurance conrany with notex secured by rirst
" morteoges on unincumberaé real estate in Texas is valild,
conditioned upon a: strict comrliance with 211 the provi—
sions contained in Article 4705, supra. VYe exprossly
-. overrule the opinion of this Lagertrent, dated -April
. &2, 193" Dby ¥r. Broczﬂ to ﬁaa contrary.

S mruuting that this mauiuractorily ancwers your
_inquiry, we -are. : -

?bry truly yours
CLT lﬁ TIY GEITERAL OF ’I'.t"'}..[m

Lloyd Armstrdmg
Assistant
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