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OFFICE OF THE ATTORNEY GENERAL OF TEXAS ,:l

AUSTIN

GROVER SELLERS
ATTORNTY GENERAL

Honoradle George B, Butler, Chairmsn
board of Insurance Commissioners
Austin 1N, Texzas -

Dear 8ir; ’ Opinion No, 0-6539 '
. . ' Res Collection of a gro

R.C.53., as an
184, Acts of t

ax,” This particular Company contends
fufniture and fixtures are to be classed
as-an edset in the tax computation, they should
also be regarded os an iavestmeat under Article
70654 for the purpose of rzztng the premium tax
dracket. This conteation is based upon the lang~.
uage of Article 7068 in vhich tax redusing investe
ments are set forth, particularly the concluding
phrase vhich readss; ‘or other property in this
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. State in which by lav insurence oarriers may ign-
‘. .vest thelr funds,!

"Please advise if the Company's furaiture and
fixtures, of the value 1t is used as part of the
entire assets, may also be dassed as & tax reduc-
ing investmeat under Article 7064,%

Article TOGh, as amended by Acts 1981, A7th legis-
lature, page 269, Chapter 18k, Article XVIII, Section 1, pro-
vides that every insurance corporation, Lloyd's, or reciprocal,
snd every other organlization or coacern transacting the busie
gess of fire lasurance vithia this State, shall pay certaln
taxes upon their gross premium receipts. Said article provides
further that each of such companies shall file with the Board
of Insurence Commissiocners &4 swora report shoving the amount
of such premiums collected by it during the preceding year.
Provision is made for a reduction in the amount of said taxes

ss follovwst

"If any such insurance carrier shall-have s
nuch as cne fourth of its entire assets, as shown
by seid svorn statewent, invested in any or all of
the following securities: real estate ia this State,
bonds of this 8tate or of aany county, incorporated

eity or town of this 3tate, or other property {
this State in vhich by lew suth insurance carriers
m; invest their funds, thea the annuil tax ol éuy
such insurance carriers shall be one and one half

(1 1/2) per cent of its sald gross premium recelipis;
end if say such imsurance carrier shall invest as
aforesald as much as one half (1/2) of 1ts assets,
then the annual tax of sush insurance carrier shall
be three fourths (3/8) of ons (1) per ceat of its
fro-a premiun receipts as above defined. « o«

Baphasis ours) .
There are three statutes which define the securities
434 property vhich may de owned and held by such companliest
1. Artlcle 492M, R.0.8., pertains to the real estate
vhich may be purchased or held »y fire, marine or ianlsad iasure
ince companies. . :
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2, Article 4705, R.C.S., as amended, defines the
property and securities of which ths capital stock of aay
josurance company, other than life, health and sccident, may

gonsist.

3. Arttcle A¥706, R.C.S,, as emended, defines the
securities alloved for the investment of funds over and above .
the paid-up capital stook of such companies and we believe it
;:giroll the prezent iaquiry. This article reads in part as

ous} '

"No compeny, except any writing lLife, Hoalth
and Accident Insurance, organized under the provie
sions of this Chapter, shall invest its funds over

- and above its peid-up capital stoek im any other
manner than as follovss ‘ :

"(a) In bonds of the United States or of any
of the States of the United States provided such
bonds are, &t the time of purchase, interest-dear-
ing or not in defsult., . -

" "(b) In donds or first liens ou unincumbered
resl estate in this state or ino any other stats,
ecountry, or province in which cowpeny may be duly

"1icensed to conduct an insurance business, . . .

*(¢) 1In bonds or other interest-bearing evie-

dence of indebtedness of suy couaty, roed distriect,

. vater district, mualeipality, any subdivision of a
county, incorporated city, town, schodl distriecsg,
sanitary or sever system bonds or warrauts, vhsn
special revenues to meet the principal and lnter-
est payments of such municipally owvasd revenue
vater systen and sever aystem bounds or varrants
shall have been appropriated, pledged or othervise
provided for by such nunicipality. . . .

*(a) 1, In the stocks, bonds, debentures,
dills of exchange or other commercial notes or
bills end seourities of any solvent divideut g:ytng
corporation, inocrporated under the lavs of this

 state, vhich has not defaulted in the payseat of
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LY

any of its obligations for a period of five (5)
years irmediately preceding the dato of the ine
.vestments o o+ o ==

"(e) 1Ia loens upon the pledge of any mort-
gage, stock, or boncs, or other evidence of ine
debtedness, acceptable as investments under the
terms of this hﬂ. " e

.o LR t. ‘m'l. Om")

The term "investment® hes been defined many times
by various courts, and those definitions are remerkadly eon=
sistent., Note ths rollounxl

“An tinvestment' usually mesus the sum ine
vested or the property purchased by the laying out
of money or capital 1n some species of pmoport
for incoms or orit. Tippett v, Tippett, Do
Che, TA (24) . -

“'Investments® usually moans the putting ous
of morey cn jinterest either d: loans or by ths
purchase of inecome-producing property.” 3Browa v.
Cummings Distilleries Corp., 55 F. Supp. 659. \

-

"rInvestment' o8 commonly usod &ad undere
stood, nmeans the placing of capital or laying ous .
of money in & way intended to sscure income Or
. prefit from its employmont.” Ian re Bowen, A9 I,
R. (24) 753, 141 Ohlo 5t, 602,

"An ‘investnent' i genarally defined as the
conversion of =money or circulating capital iatd
some species of property from which an income or
profit is expectod Lo be dorived in ths ordinmry
course of trade op busingoss."” In re Pennocks '
Will, 25 N.R. ??df 177, 285 K.Y, 475,

1o tinvest! noney cerries the ides of =0
laying 1t as to produse & retura. 're iavest is

o.'-".
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not to expend ia an unprdductive thing." Davis
Y Bullluton. .7 3.%. "d) 555. 16) Toan, 972.

It is apparent, therefore, that the terms "invest® -

o4 "iuvestment” are used in Articles 706) and 3706 in their
ordinary connotluon‘ and that money paid out for furniture
snd fixtures is not "iavested.™ Although Article TO6A as
asended requires that the value of such furnfiture and fix-

tures be included in the report of "eutire assets,” ths plain

{atondment of that article is to exclude them from tlie list
of tax reducing investments., .

e Ve are not unmindful of the provisions of Article
1320, R.0.8., vhioch deal with the gencral povers of private
scrporations, particularly the following:

"Every private sorporation as such has povers
* & s 9

"%, To purchase, hold, sell, mortgage or
otherwise coavey such real estate and personal
sstate as the gurpoul of ths corporation shall
require. .« «

This article generally authorizes £l1l corporatiouns
to purchase and own such property, dut the provisions of the
articles pertaining to these particular corporations, i.e.,
{nsurance companies other than life, health and accident,
nperscde such general provisions lnsofar as inconsistent
therowith. Article 7068 is not sn enadbling statute. It is
i tax statute snd must be striotly counstrued. Furniture and
fixtures are not vithin the statutory definition of tax re-

< (using Luvestmenta,

'I‘rulilng that the 'torcgoing fully ansvers your 1a-
tuiry, ve are it

' '_'(  mmos X, Very truly yours

CIREN

Arthur I;. Moller
Assiatant
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