_gnis opinion holdss

le That real estate may not oonatitute all or ajy
portion of the oapital stock of a ocasualty yn-
:I{ranoe oonpany at the time of its incorporp-
on e

&+ That no portion of the capital stock of a oas-
ualty insuranoe conpany may be-invested in real
. eatato at any time after the incorporation of
" the goxzany.

Se That all or any portion of the runds of a stock
casualty insurance ao:. pany, over and abovo its
_ oapltal stook may be used for the purchase of
a bullding at least ample and adaguate for the
transaction of - the business of the casualty in=-
suranoe eompany, whioh building may be usged in
whole or in part for the aocommodation of swh
~gastalty lnsurance oo..pany 1n the transaction
\\ of 1%s busineal.

OFFTICE OF THE ATTORNEY OENERAL

Hoa, dalter 0., Woodward, Chairman
Board of Insurance comniasionor
- Austin, Texas

Dear 8irs g,iy';T

Opinion No, 0-958

Ret Insurnnce = Capital stook of casualty
insurange company « Surplus = Invest-
ments = Real egtate,

Your request for copinlon upon the following
quastiong :

"1, uay real estate constitute all or any
portion of the capital stock of a casualty insure
ancs ooapany at the tice of ite inocorporation?

%2, In the event that ths first queation
18 answarod in the negative may all or any part
of tho oapital stook of 2 oasualty insurance oot~
pany to be invested in real eptate at any time
after the incorporation bf the company?

*3. May any part of ihe funds of a stook
casualty oo pany over anc above its cm;itel stook
be invested in real cstalem”

haa beon reoeived by this dapartmént.

'+ The Regular Session of the Forty-sixth Legisla~
ture passed Iicuse Bill ', 938, which is en got anending
Article 4705, Artiole 4706 and Artiole 4993, as ancnded,
und rapeali.ng Artiecle 5006, as amended, of the Roviscd
Civil 3tatutes of Texas, 1925. Sald House Bill lo. 928,
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supra, roads as tbllciil

AN ACT amonding Artiole 4705, Article 4708,
and Artiols 4993 as anended, and repealing Artie
ole 5006 as amended, of the Revised Civil State-
utes of Toxas of 1925, designating the funds and
seourities of wvhich the oapital stock of insur-
ance oompanies insorporated under the provisims
of Title 78, Chapter £ of the Keviged Civil State
utes of Texas, shall consist, dealgnating the se-
ourities in whioh funds of sush comupanies may be
invested; providing oertain limitaticns on the
amount of capital stock of general ocasualty oom-
panies and requiring deposits to be made by such

. conpanies; and declaring an emergency.

"BE IT ENACTED BY THE LEQISLATURE CF THY STATE OF
TEXA3 3 :

"Seotion 1, That Artiole 4705, Article 4706,
and Artiole 4993, aas amended, of the Revised Civil
Statutes of Texas of 1925, be and the pame are
g:reby amendsd, 30 as to hersafier read as fol-

v :

"Article 4705, Items of Capital Stock. The
ocapltal stook of any such insurance oconpany, ex-
capt any writing life, Health and Accident Insur~
ance, shall consistt

*l, In lawful money of the United States}
or

"2. In bonds of tkis State of any oounty
or incorparated tuwn or oity thereof, or in
the stook of any national bank} or

"3, In first mortgages upon uainoumbered
real estate in this utats, the title to wkioh
is valid, and the market value of which is
net less than forty (49) per ocent more than
the amount loaned thereon. If any part of
the valus of such real estate 1s in bulldings,
suoch buildinss shall be insured against loss
by fire for not less than sixty {60) per cent
of the values thersof, with loss olause payadle
t0 such oompany. Provided, that the provi-
sians of this irticle, with reapect to the
value of real estate, ocompared to the amount
loaned thereon, shall not apply to loans go-
oured by real eatute whigh are insured by the
Fedoeral Housing Administrator.

rartiole 4708, Investment of Funds. No oom-
pany, except any writing lLife, Health and icol-
dent Insurance, organized under the provislions
of this Chapter shall invest ita funds over and
above its paid-up eapital stock in any other mane
ner than as follows:

“(a) In bonds of the United States or of
any of the 3tates of the United States provide
ed such bonds, are, at the t ims of purchase,
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interest-bearing or not in default,

(b} In bonds or first llens on uninoumber-
od roal estate in this 3tate or in any other
State, sountry, or provinoe in whigh such com=
pony may be duir licensed to ¢onduot an insur-
anco business, and providing in each instance
suoh real estate ghall be worth at least forty
{40) per ecent more than the amount loaned thzre-
ons The vealue of guoh real estate shall be de~
tornined by a valuation made undsr oath by two
(2) rroeholders of the county where the real
estate 1s loocated, and if the duildings are gone=
sidored a part of the value of the real estate,
they must be insured against loss by frire for

© pot leas than sixty (60) per cent of the value
_thereof, with loas=-payabls clause to sush oom=
pany.

"(o) In bonds or other interast~bearing evie
dence of indebtednoss of gny county, incorpor= .
ated city, town, or school or sanitary or nav=-
igation d{ntric£, such navigation dfatriect to
contain a population of not less than three
hundred anéd fifty-nihe thousand (359,000) ac-
cording to the last preceding Federal Censua,
in this or any other State in wiich sald com-
pany may be duly licensed to conduct an insur-
aneoe business, if such evidenses of indebtednesas
are issued by authority of low and if interest
upon them has never bsen defaulted, .

*"{4) In the stocks or bonds or other svi-
dences of indebtednsss of any solvent dividentl-
‘paying oorporation inscorporated under the laws
of this State, or of ths United 5tates, or of
any State, oountry, or provinee in which such
gounpany may be 4duly licensed to ¢onduwst an in-
suranoce business.

(e} In loans upon the pledce of any mortgage,
stook, or bonds, or other evidenoce of indebteds
nesa, acceptable as investmonts under the terms
of this law 4f the ourrent value of sush mortgage,
stock, bonds, or other evidence of indebtednoss
is at least twenty-five {25) per oent more than
the amount loaned therson.

»(£) That the restriotions ocontained in
subscoticn (b} hereof that such real estate
shall be worth not leas than forty (40) per
cent of the amount loaned thereon, and that
the value of such real estate shall he determ~

_ Sned by a valuntion made undexr cath by two
(2) fresholders of the county wherse the real
eatate is located and if buildings are oonsid-
ered as a part of the value of such Treal es-
tate they must be ingureé for the benefit of
the mortgagee, shall not apply to loanas segur=
ed by real estate in Texas whioh are insured
by the Federal Housing Administrator.

%(g) In intersst-bearing notes or bonds of
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the University of Texas issusd under and by vire-
- %ue of Chapter 40, Aots of the Forty-third lege:’
islature, Second Called Session, :

"irtiole 4993, Capital and Deposits. Only
oompanies organized ard dolng businesa under the
provisicns of this Chapter shall be subjeoct to )
its provisionss BSuch oompany shall have not less -
than One Hundred Thougand ($100,000) Dollars of
oapital stook subascribed, paid in, in cash, with
an additional Fifty Thousand Dollars (&50,C00)
of capital stook subsoribed and fully paid in,
in oash, for every kind of insurance more than
one whioch it is authorized to transaot., Suoh
oompanies with Two Hundred Thousand ($200,000)
Dollars of capital stock subscrided and fully
paid in, in ocash, shall be authorized to trons-
aot all and every kind of insurance speoified
in the rirst Artlele of this Chapteri all of the
United States, or of this State, or of any coun=

- %y or munleipality of this State, or in notes
or bonds secured by mortgage or trust deed in-
“‘sured by the Federal Housing Administrator, or
irn bonds or first liens upon uninsumbared real
estate in this State, or in any other State in
which such ocompany may previcusly have been li-
censed to oonduet an insurancs businesa, In
sither instance, such real estate shall be warth
not less than forty (40) per cent more than the
amount loaned thereon. If any part of the value
of such real sstate ig in bulldipgs, sush Billde
ings shall bs insured acainst loss by fire for
not less than sixty (80} per cent of the value
thereof, with, loss-payable olause to the sa:pany.
The value of sush real estates shall be determine
ed by a sworn valustion made by two freeholders
of the county whsre the real estate is situatod,
Provided that such restriotion shall not apply
to mortgages insured by the Federal Housing Ad-
ministrator., Upon such company furnishing evi-
dence satisfagtory to the Coamlisgsioner that the
"gaplital stock as hereln presoribed has been all
subsoribed and paid up in oash in good faith,
end that such capltal stook has been invesated
as horein presoribed, and upon the deposit of
the sum of Fifty Thousand ($50,000) Dollars of
sugh ssourities or in cash with the State Troass
urer, then said Commissioner shall issus to sald
company o oertificats authorizing it to do bus-

" iness. No part of the oapital paid in shall
be loaned to any officer of sald company, In

. the event any suoh oompany shall be required by
the law of any other State, oountry, or province
a8 a requirement prior to doing an insurance
business therein to deposit with the duly ap-
pointed officer of austh other State, souniry,
or province, or with the State Treasurer of
this State, any securities or cash in exsess of
the said deposit of Fifty Thousand (£50,000)
Dollars herelinbefore mentloned, such company,
at itas disoretion, may deposlt with the State
Treasurer seou-itiaa of the character authoriz-
¢4 by this law, or sash suffiocient to enable it
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to meet such requirements. The State Treasurer
is hersby authorized and directed to receive such

- Qeposit and tu hold it exolusively for the protese
tion of all policyholiers of the campany. ARY
deposits so made to meet the requirements of any
other state, ocuatry, or province shall not be
withdrawn by the company except upan filing with
the Comuissioner evidence satisfactory to him ,
that the cospany has withdrawn fron businocs, and
has no unsecured llabilities cutstanding in any
aush other State, country, or province by whioh
such additional deposit was required, and upon
the filing of suoh &videnoce the Qoupany may withe=
draw such additional deposit at any tims,

"Se0. 24 Article 8008, This Artiole is heredy
exprassly repsaled.”

Article 5007, Revised Civil Statutes of Texas,
reads as follows:

"No such company shall be permitted- to purchase,
‘hold or convey real estato, except for the pul~
poss and in the mannor herein set forth:

"), For the srection and maintepanss of bulld=
ings at least ample and adequate for the trans=-
aopion of tis own businesa,

"2, Suoh as shall have besn mortgaged to it
in good faith for money 4ue, :

"%, Such as shall have been conveyed to it in
the satisfaction of dbbts previously contraoted
in the oourse of its dcallings and whioh must be
taken in by the oompany on acoount of the debt
seccured by suoh mortgage.

*4, Such as shall have beer purchased at salea
‘upon Judgments, deoress or mortgages obtained
or nads for suach debts. No ocmpany lnoorporate
ed as aforesald shall purchase, hold or convey
real estate in any other cages or for any other
purpose.”

Article 5008, Revised Civil Statutes of Texas,
reads as follows:

"All real estate 80 acquired, except as is oo~
gupied by buildings uaed in whole or in part for
the acoommodation of such commanies in the trans-
action of i%s business, shall, except as herein-
after provided, be aol& &nd Adisposed of within

. ten yeuars after such ocompany shall have acquired
title to the sams, No such gompany shall bhave
suoh real estate for a longer period than that
above mentioned, unlegs the said company shall
procure a gsertificate from the Commisaioner that
the interosts of the sompany will suffer natere
ially by a foroed sals of such real eatate, in

. which event the time for the sals may bs extsnd-
ed to such time as the Commiasioner shall direoct
in said gertiricate,”
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We have been informed by ths Board of Insurance
Commissioners of Texas that all casualty insurance com=
panies now operating in Toxas were croated under the
provislons of what 1s now Chapter 18, Title 78 of the
Revised Oivll statutes of Texas, Tharefore, we anaswer
your queations, insofar es they apply to casualty insure
ansce cormpanies organized under Chapter 18, Title 78 of rd
the Revisod Clvil 3tatutes of Texas, as it would serve .
no pragtical purpose to disouss any question which might
arise with reference to a casualty conmpany which might
have baen organized undexr Chapter & of Title 78 of the
Reviased Civil Statutes of Texas,

The languegs of the caption of House Bill No. -
£28 of the Forty-sixth legislature speciflcally limits
the appliocation of amended Articles 4705 and 4706 of the
Revised Civil 3tatutca, t0 casualty ocompanies and other
named insuranco oompan.{ea oreated under Chapter 2, Title
78, Revised Civil Statutos of Texas. The caption dlee
shows an intention to limit the appliocation of amended
Article 4993 to ¢asualiy ingurance companies orecated une
¢er Chapter 18, Title 78, Rovised Civil Statutes of Tex~
a3, These articles appliad, regpectively, to said ocom-.
panies prior to the passage of House Bill No. 928, supra,
. ang this blll shows no intention to di:nge the types of
oowpacies whioh eaoch c¢ontrol.

Ve, therefore, conclude that Articles 4705 and

4‘?6& of the Rovised Civil Statites of Tcxas, ¢o not ap- P

ply to casualty insurange oownpanies organized undsr
Chapter 18, Title 78 of the heviged Civil Statutes of
Taxase L

Artlcle 4993, Revized Civil Statutes, as anend.
6d by said House Bill No., 928, relates to and controls
cagualty insuranss companies orcated under the provisim
of what is now Chapter 18, Title 78 of the Revisod Civil
Btatutes of Texas, This artiole presoribaed the type of
seourity in whioh the capltal stook of suoh casuclty ln=-
surance oompanies may be invested. The outright purchase
of real estate is not inoluded in the list of approved
soourities. In our opinion, this statute i3 a continue
ing limitation upon the power to invest ocapital stook
“and prohibits the investment of such funds in any cther
ansote than those neumed therein, not only at the time
of inoorporation, but at all times thereafter,

We, therefore, answer your first and second
questions es applied to oasualty insurance companies v/
oreated under Title 78, Chapter 18, -of the Revised Cive
1] statutes of Texeas in the negative,

Prior to its repeal by the last session of the
Losiglature through said House Bill No, 928, Article
5006, Rovised Civil 3totutes, 1925, presoribed the man-
nor of invostmonts ovar and above the capital stook of
& casualty inpuranos dompany oreatcd under the provie
sions of Chapter 18, Title 78, Revised Civil Statutes
of Texas. The effect of the repeal of this artiocle 1is
10 remove the limitation placed upon the investment of
all funds of such ocompanies, exoept the capital stock,
and leavs the disoretion of making such investmeant in

R AT
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the hands of thi Board of Direotors of the oorporation
subjeot to the limitations of Artiocles 5007 and 5008,
R_eviaod civilvsntutu_or 'l_:axgl. ' :

In answer to your third question, you are reé=- -
speotfully adviged that 1t iz the opinlon of this departe
ment, that all or a portion of the funds of a stook cas=
ualty insurance ocmpany, over and above its capital stook
may be used for the erection and maintenance of a duilde
4ng at lsast auple and adegquate for the transaction of
ths businsss of the casualty insurance corpany. Suoh
buildings must be used in whole or in pert for the acom~
modation of such company in the transaction of the dusie
ness of the company. ’ :

. You are further respectfully advised that it is
the oplnion of this department thnt a easualty insurance
oompany is permitted under the law and under Artisle
5007 of the Revigsed Civil Statutes of Texas, to agquire
and hold real eatate under Secotions 2,3 and 4 of Arti-
cle 5007, but that under Article 5008, Revised Civil
Statutes of Toxas, all real estate sc acquired, excspt
as is ococupled by the duilding used in vwhole or in part
for the accommodation of such compeny in the transaction
of the business of the company, should be sold and dig-
posed of within 10 years after suoh company should have
soquired title to the same, uzléss the oocmpany should
ssoure a oertificate from the Commissloner that the ine-
tersst of the company would suffer materially by a forced
sale of suoh real estate, in which event, time for the
sale might be extended to such tims as the Coamissioner
‘should direct in said petiticn. '

" ‘Prusting that this answers your inquiry, we are
' Yours very truly
ATTORNEY GENEKRAL OF TEXAS
w GEf I

¥Wm, J« Fanning
" Assistant

e

: | Vietor W, Bouldin
¥nJPtod : Assistatt

This opinion has boen considered in oonferenos,
approved and ordered rsoordod. B

-M&M

QERALD €. MANN
Attorney General of Texas




