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non-particlpating; and also policlies of ilndustriol
1ife¢ insurance under Articls 47540, providing for
no pardicipatiocn privileges., The ordilnary life
business is profitable but the industrial lifs
business shows & loss, and ths Company's whole
operations {inoluding life, health and aecident)
show no proflit. : _ -

"The Company does eonduods its 1life, health
and apgeidant bupiness in ssparats departments, %o
desirs your opinion as to whether in thess cirounm~
stances the Company can lawfully pay dividends to
-the holders of ordinary participating life polieles,”

- ~ Article 4?29; Vernon's Annotated Civil Btatutes
provides: - o ' S )

nio lifs insurante company organized under -

the lawa of thls Blate shall declars or pay-any
dividends to 1ts polley holders, except from the
profits mafie by such eompany. This shall nob
prohibit the iseuance of policles guaranteeling

"~ a definits payaent or reduction in premiums not
excesding the oxpense loading on sald premiums,
hera sald redustion exceeds said expense load-
ing, the propsy reserve therefor zust be neld
by the gompany to provide for the deliciency 50
arising in the net premiua, but this shzll not
apply to payments to holders of speclial or board
contraots heretofore issued., No such life in-
surance campany shall declare or psy any divie
dends to its stockholders, except Iroam profits
waade. hy such company, not ineluding surplue
arising from sale of stock,.”

Article 4753, Vernon's Annotated Civil Statutes,
reads as f£follows:

¥Tt shall not b lawful for any insurance
company organized under tho laws of this Sitrte
to meke any dlvidends, except Iroa surplus pro-
fits arising from i1ts businsms, In ssatimating
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such profits, there shall be reserved therefrom the
lawful reserve on all unexpired risks and aslso the
amgunt of all unpald losaes, whether adjusted or un-
gdjusted, and ell othax debis dus and payable, are
to beoome due and payable, by the company. Any
dividends made conbrary to any proviaion of this
Artiocle shall subject the company making theam to

a forfeliture of its charteri and the Commlassloner
shall forthwith revoke 1ts cexrtificate of authority.
fie shall give such company at least tes daya notice
in writing offhis intentlon %o revoke sald certi-
ficate, stating speciflically the reasons why he
intends to revoke the same,¥

Article 5036, Vernon's Annotated Civil Statutes
provides: ' '

"Ho0 1life, health, Tire, marine or inland insur-
ance company, orsanized under the laws of this State,
shall make any dividends exeept from the Burplus
profits arising from its business, In estinmeting
such profits, there shall be ressrved therefrom &
suz egual to forty per ceat of the amount recelived
as premiums on unexpired fire risks and policies,
and one hundred per cent of the preamiums received
oh unsxpired 1ife, health, marine or inlend trans-
portation risks end policies, wileh ansunt a0 re-
garved is hersby deslared to bs unearned premluns.
There shall alsc be reserved the aanocunt of all un~
paid losses, whether amdJusted or unadjusted; sll
sums due the compsny en bonds, mortgages, stoocks
and book acescunts, of whleh no part of the prinel-
pal or the interest thereon has been pald during
the year preceding such sstlmate of profits, and
upon which sult for forsolosure or collection has
not been eocmmsnced or which after Judgment has
been obtalned thereon shall have rezalned more
than two years unsatisfied, and upon whiehh intereant
shall pot have been paid, In case of any such
Judgment, the interest dus or ag¢erued theredn and
remainipg unpaid shall alao be reserved. Any
dividends made contrary to ths provisione of tuls
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Artlole shall subjeot the company makling 1t to

a forfelture of its charter, and the commis~

sioner shall forthwlith revoke i1ts certificate
« of authority.®

- Article 4716, ?eraen’a~Annotated Civil &tatutes
provides in partt S

L P e e The ?proriﬁa' of a company are
that portion of its funds no% reguired for
payment of losses and expenses, nor seb apart’
for eny. othsr parpoae reguired by law,.” .

Article k?l?, Vexnon's Asnotated’ Clvll Statutea
authorizes any three or more citlzens of this &iate to
asacelate themaelves for the purpose of forming & 1life
insurance tompany or an &ogldent inaurange gompany or
life and avoident, -health and aceident, or life, health
and aecident insurance company and prohibitsany . sueh -
coupany. f£rom transeoting more thaen one of the foregoing
classes of business exocept in seperate and distines. -
departnentss With reference to the company undar o
consideration you state in your latter:

*The Company does condues its life, health
end aocldent businosa in separate departzents.

050—'

fou further state:!

"e o « » The ordinary lifs business is pro-
fitable but Sthe industriel 1ife businesa shows
a loss, snd %the Company's wholes operatioans (inelud-
ing lifa, health and aceldsnt) show no profit.”

After a careful search we have failed to find
any cage whexrs the appollate courta of this State have
passed upon & question like or similar to the ono under
consideration, Huwever, to correelly answer your gues—
tion ss stated dhove, we thlank that it 1s necessary to
determine whethexr ths coapany as & wiole mist have sure
slus profitas eriaing from ids business from wilch it can
lszally pay dlvidends under the above memtioned adatutas
or whethsr eaocl or any of such Ssparats and distingt
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departments can legally pay dividends to the policy holders
in such department or departments where snd when no profits
are available in other departments of the company to Day
dividends. Corefully cansidering the above mentioned
statutes together, it is our cpinion, that tha company as
a whole must have surplus profits from waioch 1t can legally
pay dividends and that surplus profits 4in one or nore de-
partaents and not all of the depsrtaents of the company
will not authorize the payment of dividends to the polioy
holders in those depertments having surplus profits while
other departmenta of the compeany show losses or the col-
pany as & whole shows no profits. It ie appsrent that it
was the intention and purpose of the lLeglslatuie to pro-
tect the company end the policy holders azd that the above
mentioned statutes only authorigse the payment of dividands
to poliey holders when the ooapany as & whole has such
surplus profits from which it can legally pay dividends,
There is no suthorigetion for the paynent of dividends %o
- poliey holders by separate and distinot departaente of
tbe company. The company &8 & whole must have such sure
plus profits from whieh it een legally pay dividends be-
fore any dividends oen be paid, Thererore, we respect-
fully answer the above gtated cuestiox in the negative.

_ Trusting that the foregoeling fully snswers your
1ng¢1ry we &re

Yours verj truly
ATTORNEY GENZAAL OF TEILAS
(el b)tlosrins
Dy
Ardell %illiams
Asaiastant
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