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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

t GROVER SELLERS

Avrennevy GaNgrAL

(et m.‘iss A

Honorable Sidnsy latham
Secretary of State

Austin, Texas

Attention: Mr, R. J. (Bob) long

Dear 31ir: Opix

A corporation ed
er the gensral corpora-

Ay’ par valus into stock
far value?

upon the captionsd A
follows:

Honorad A of the Board
of It dee Commissidoyt sur department held
thay/a o p . Asurance corporation
c.ir. ; v/ fok without nominal) or par
L r ng’k

ent interprets the opinion as be-
ing { t9/ corporations or ganiged under
the ge srporation Statutes and we bave re-

fused t
of such coxpdrations, seeXing to change no par
value stock to par value stock. The attorneys of
the e::gorattens affected are contended that Opin-
f ion Number 0-5792 does not apply to corporations
t organiged under the general corporation 3tatutes.

"We, thersfore, requast an opinion from your
department advising us if a corporation organized
under the gensral cdorporation lavs with stock of no
par valus can convert its stock of no par value
into stock of per value."

“'CATIDN IS 7O BE CONMTRUED AS A DEPARTMENTAL OPINION UNLESS APPROVED BY THE ATTORNEY GENERAL OR FIRST ASBISTANT
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, Opinion No. 0-5792 414 specifically hold that & life

insurance company whose shares of stock are vithout nominal
or par valus cannot legally convert such stoek into atogk with

pominal or par value. However, in reaching this eonclusion,
- the lavs governing corporetions in generdal wvere considered
and applied, with reference thereto. The statute acstually
referred to being Article 1538k, Vernon's Annotated Civil Stat-
utes, which redds:

YAny private corporation for profit, other
than corporations authorized to conduot a banking
or insurance business, hav suthorizsed shares
with par or face valus, or s without nominsl
or par valus, or both, may, by vote of the holders
of a mjority of its ocutstanding stock entitled
to vote at any annukl meeting or at any specisl
neeting called and held for the purpose, amend its
charter so as to change its shares or stock with
par or face value, or any class or classes there-
of, into the same number or into & larger or small-
er number of shares without nomimal or par value
provided that all shares in any one class shall be

ol the same basis, or so as to change its
shares without nominal or par value, Or any class
or classes therefor (thereof), into a larger or
saaller number of shares vithout nomina)l or par
value provided that all shares in any ons class
shall be changed on the sams bhasis; and provided
further that the preferences, rights, limitations,
privileges and restrictions ?'ntod or imposed
vith respect to any shares of outstanding stock
shall not be impaired, diminished or changed with-
out the consent of the holder thereof. Whensver
any such emendment shall be made effective, all
the shares vwith par or face valus of the class or
classes specified in said amendment shall be deem-
ed for all purposes t0 have been converted, om the
basis in said amendment stated, shares without
aominal or par value of the class or classes spe-
cified, and all of the shares vithout nominsl or
par value changed into & larger or smller aumber
of shares vithout nominal or par value shall be
deemed for all purposes to have been converted, on
the basis in said amendwent stated, into such ger
or ssaller number of shares without unominmal or par
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value,, and the corporation shall, in writing,
notify all holders cf sharas of stock of the class
or classes effected (affected) and shall thereafter,
vhenever any certificate for any such shares is
presented for transfer or exchsige, cancel the sems,
and in its place, issus, on the basis in said amend-
sent stated, & nev certificate, vhich shall eoanform
to the provisions of Article 1538b hereof.”

This article does permit conversion of par value stook
jnto stoock of no par value. There is no such suthorization to
the contreary; that is, for the couversion of stoeck of no par
value into stock of par valuwe.

It is elementary that all the povers of & corporation
are derived sxclusively from the Constitution snd statutes.
S8ince there is no pover giving & corporation ths right to coun-
vert stock of no par value into steck of par value, ve agree
with your department‘'s interpretation of our Opiaton Ne. 0-5792.

Based on the foregoing, ve answer your question in
the negative. '

Very traly yours

Robert 0. Koch
Assistant

ROK;db

APPROVED
OPINION
COMMITIEE




