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August 28, 1950,

Hon. George B. Butler, Chairman
Board of Insurance Commissioners
Austin, Texas Opinion No. V-1099.

Re: The legality of an amend-
ment to the charter of a
farm mutual insurance com-
pany organized under Arti-
cle 4860a-20, V.C.S., to
permit removal of its home
office outside the county
of its authorized insur-

Dear Sir: ance activity.

You have requested the opinion of this office
vith regard to a farm mutual insurance company, organ-
ized under and within the definitlion set out in Article
4860a-20, V.C.S. Such company, under authority of its
original charter, establlshed its home office in the
county of its authorized insurance activity as provided
in Article 4860a-20, Section 15. It now proposes to
smend its charter so as to authorize the relocation of
its home office in another county cutside the area of
it® authorized territorial 1limit of insurance activity
under the indicated statute. In a conference with the
proper administrative o.ficial of your department, it
vas determined that your questions submitted may be
stated as follows:

(1) May the company amend its charter?

(2) May the company amend 1ts charter in such
& manner as to permit relocatlion of its home office 1n
another county, so as to authorize it to write insurance
in the county of relocation if such county of relocation
is outside the original territorial limits for writing
insurance prescribed in Article 4860a-20, Section 15,
V.C.S., and prescribed in the original constitution, by-
laws and articles of association of the company?

County mutual insurance companles, as initial-
ly defined, authorized and regulated in 1937 by the 45th
Legislature, which first passed the Act subsequently
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codified as Article U4860a-20, V.C.S., were clothed with
most of the essential characteristics of the type of mu-
tual insurance companies authorized to write insurance
other than life insurance, as set out in Chapter 9 of
the Insurance Title in Vernon's Civil Statutes, except
on certaln enumerated risks. Since then they have op-
erated with but slight statutory regulation until 1947
vhen the Legislature amended Article 4860a-20 and pro-
vided more detailed exactions of such companies. For
one thing, 1t then defined a sub-classification of coun-
ty mutual insurance companies by providing that those
maintaining more than 60% rural risks or operating on
the assessment-as-needed plan, as therein defimed, should
be termed farm mutual insurance companies, which classi-
fication exempted them from c¢ertain statutory require-
ments. It is with regard to companies coming within the
statutory definition of farm mutual insurance companies
that you inqulre.

Your first question regards the authority of
those farm mutuals to amend their charters. An examl-
nation of Article 4860a-20, V.C.S., as last amended in
1949 by the 50th Legislature, reveals no specific au-
thorlity stated therein to amend its charter subsequent
to 1ts8 initial grant. It will be observed that other
types of lnsurance companies have varying specific and
general grants of leglslative authority to amend or
alter their charters. Thus, for example, authority for
life insurance companles to amend may be found in Arti-
cle 4719; authority for Chapter g miotual insurance com-
panies may be found in Article 4819; and authority for
Chapter 9 mutual insurance companies msy be found in Ar-
ticle 4860a-4. The absence of specifie authority to
amend the charters of farm mutual insurance companies
in Article 4860a-20, the statute providing for thelr
creation, does not preclude thelr amending when we ob-
serve the provisions of Article 4715, applicable alike
Eo all lmsurance companies, lncluding farm mutuals, as

ollows:

"The laws governing corporations in
general shall apply to and govern lnsur-
ance companies incorporated in this State
in 8o far as the spame are not inconsistent
vith any provision of this title.”

Under the general corporation statutes 1t is
provided and has long been established that corporate
charters may be amended. Thus, Article 1314, V.cC.S.,
reads, 1n part:
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"Any private corporation organized or
incorporated for any purpose mentioned in
this title, may amend or change its charter
or act of incorporation. . . ."

There being no provision in Article 4860a-20
pertinent to the securing of the charter by a farm mu-
tual insuorance company and to continued subsequent op-
erations thereunder by such company which would be
inconsistent with the foregoing general provision au-
thorizing other corporations to amend their charters,
vwe find authority to amend thelr charters as other
domestic insurance corporations, through the Board of
Insurance Commissloners, by the reference in Article
4715 to the general corporation laws of this State
and to the unquestioned suthority of domestic corpor-
a{ions %enerally to amend thelr charters under Arti-
¢le 1314,

We also observe in this connection that we
have been informed that county mutual insurance com-
panies have been uniformly permitted since 1937 to
amend thelr charters by the Board of Insurance Commis-
sloners so as to change the company name. It is, of
course, vell establlished that departmental construc-
tion by the agency of the State administering the pro-
visions of a particular statute is entitled to weight
in construing statutes where ambiguity exista. Stan-
ford v. Butler, 142 Tex. 692, 181 sS.W.2d 269 (19%4%7);

Texas Employers Ins. Ass'n v. Holmes, 145 Tex. 158, i96
TTB‘EU‘%I;ES. 2 57,

Therefore, ip answer t¢ your first question,
it 18 the view of this office that farm mutual insur-
ance companies, organized and operating under Article
4860a-20, V.C.S., may smend their corporate charters.

Having concluded that such companles have au-
thorlty to amend thelr charters generally, we turn to
your second question regarding thelr authority to amend
thelr charters to permlt relocation of thelr home office
in another county in such a manner as to authorize their
vriting insurance in the county of relocation, when,
without such amendment, they would be confined to the
original territory as provided in Article 4860a-20,
Sectlon 15, V.C.S., and as prescribed in the original
constitution, by-laws and articles of association of
the company.
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®*his questlon ls& clearly directed at the prac-
tice, accepted among other types of insurance companies,
of purchasing charters and moving companles to new ter-
ritories. We have, however, 1in connection with the type
of insurance company under conslderation here, a statu-
tory restriction on the territory in which these compa-
nies may write insurance. That restriction, found in
Section 15 of Artiecle 4860a-20, V.C.S., reads as follows:

"A County Mutual Insurance Company may
write imsurance {a) in any County adjolning
the County In and for which 1t 1s organized,
or (b) in any County in which no County Mu-
tusl Insurance Company has been organized, or
(¢) anywhere, if its reserve fund, or poliey-
holders contingent llability, or both such re-
serve fund and contingent liability taken
together, exceeds the sum of Fifty Thousand
($50,000.00) Dollars."” (Emphasis supplied.)

It 18 provided in Section 3 that the original
application to solicit insurance as a county mutuzl in-
surance company shall state "the locality of the prin-
cipal business of such compsny”. Further identification
for enforcement of the statutory restrictlon as to the
territory in which such companles may write insurance
is provided in the requirement found in Sectionm 4 of the
statute, which provides that the charter and articles
of incorporation of such companies shall state, among
other things, "the place of 1ts principal office”. As
a matter of fact, as to county mutual insurance compa-
nies, the Board of Insurabce Commissioners 1s required
to make an investigation prior to granting a charter to
determine "the probability that the territory to be
served can support such company®”. Section 2a.

Since the original and continuing territory
in which such companies may write insurance is deter-
mined by the county in and for which it is organized,
under Section 15, such companies could not, by moving
the home office subseqguent to organization, alter or
in any way change the orlginal asuthorized territory
of writing insurance. The technlcal connotation in
the insurance field of the terme "writing insurance”
refers to the location of the risk insured.

Therefore, your second question is answered
to the effect that a farm mutual lnsurance company is
not authorized to amend its charter so as to permit re-
location of the home office in another g¢ounty and there-
by authorize, by the fact of relocatdom glone, such
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company to write insurance 1n the county of relocation,
wvhen such county of relocation is outside the original
territorial limits for writing insurance prescribed in

Article 4860a-20, Section 15, V.C.S., and prescribed

in the original constltution, by-laws and articles of

association of the company.

SUMMARY

A ferm mutual insurance company, organ-
ized and operating under Article 4860a-20,
V.C.S., may amend its corporate charter. It
may not, however, by amendment of 1its charter,
constitutlion, by-laws or articles of assocla-
tion, authorize the relocation of its home
office in a county other than the county of
its organization 8o as to permit the company
to write insurance in the county of reloca-
tion, when that county 1s outside the author-
ized territorial limits for writing insurance
prescribed in Article 4860a-20, Section 15,

v.C.S.
APFROVED Yours very truly,
Ked McDaniel PRICE DARIEL
State Affairs Division Attorney General
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