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tNSURN~E COMPAN;UIBZ Foreign insurance companies are not required to 
cG>mply with either Sec. 5809 or See. 5826, R.s. 
Mo. 1939, with respect t6 oavital stock being 
paid up in full, if the State of its domicile 
does not so require. A foreign insurance 
company does not violate the terms of Sec. 6035, 
R.S. Mo. 1939, if it holds some of its own 
stock, not absolutely or as collateral, but 

. holds the same merely for con-
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stock into Common stock or 
Common stock into Preferred stock. 
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Honol'able. awe·~Pc:. Jackson 
.Superintendent of Insurance 
of Missouri 
Jefferson City; Missouri 

' 

Dear Mr. iJaell*>n: 
- ·, 

1rhis v/ill aclmov1ledge your letter requesting 
an opinion from this Department. 

Your letter is ~s follows: 

"A life insurance company orgcmized 
and doing business under the laws of 
the state of South Carolina. has ap­
plied for license to do business in 
this state. It has duly submitted 
to this Department a proper certi­
~icate showing that it has complied 
with the laws or-south Carolina, and 
is authorized to, and is doing busi-
ness in ·(;hflt state. · 

"Another submission in the form of e. 
copy of this last Annual ~~tatement re­
veals that the company owns approxi­
mately 7 1 500 shares of its own capital 
stock. It also shows that although 
the whole of the capital stock has not 
been :paid up and is not now outstand­
ing, $loo,ooo.oo of its capital stock 
has been paid up and is outstanding. 

"Is it-necessary that this foreign 
insurance company comply with the same 
requirement pl"'escribed for companies 
organized undor ,the laws of this st;nte 

1 
with specific reference to that portion 
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of 2'ections 5d09 £md 5820 J.i.i:). :Mo. 
1939 p:eoviding that the full amount 
of the capital stoclc nruned in the 
APticles of Association shall be 
paid up and outstanding before it 
may be licensed? 

11 Your opinion 011 the ::".bove and t!or•e­
going ls l"espectfully l'equcsted." 

In a later communication with this Depf)_rtm.ont, 
Mr, Halph c. Lashly, Counsel for your Department, quotes 
a letter from Mr. E. P. Averyt, President o:f the insur~ 
ance company involved, showing the manner in which its 
Common stock is being held, Said quoted letter is as 
follows: · 

"'rJ.r, .talph c. Lashly, Counsel 
Insurance Department 
State of Missouri 
Jefferson City, Missour.1 

Dear Mr. Lashly: 

'In compliance with your letter of 
April 25th, we are herewith enclosing 
specimen copy of Series 'A' Co:mmon 
Stock certificate and specimen copies 
of each of the Preferred Stock certifi­
cates. 

'The 436 shares of 6% Preferred with 
a par value of {;:100.00 each have a r.ight 
to convert into lQ shares Series 'B' Com­
mon Stock for each share of Preferred 
2.tock. 'I'he 554 shal"e s o:f 51~ Preferred 
with a par value of ~;loo.oo each do not 
have any conversion l ... ights. Therefore, 
4 1 360 shares of the 11,850 shares of no 
par Common are reserved for the conver­
sion rights of the 6% Preferred Stock. 

'It was oricinally intended to sell 
the entire 990 shares of Preferred Stock 
with convor•sion rit:;hts which would ho.ve 
hypothecated 9,,900 shares of the 11,850 
shares of the no par Comrwn Series 'B' 
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assigned to the company, but it was 
later decided to sell 554 shar•es of 
the Preferred Stock without the con­
version rights. The balance of 1·,950 
shares of the Series 'B' Cownon was to 
be held for similar conversion rights 
1n case it was decided to increase 
the company's capital with additional 
Preferred Stock issues. 

'The number of shares of Series tBt 
Common now being held by the company 
that is not hypothecated for the con­
version rights of Preferred Stock, 
that is, 6,490 shares, is still being 
held for the purpose of conversion 
rights to future is sues of Preferred 
Stock if and when the company decides 
to increase its capital stock. 

Very truly yours, 

E. F' .• Averyt 
President. 1 " 

The request for this opinion, in the li[;ht of' 
your letter to this Dernrtment and the quoted letter of 
Mr. Averyt, necessarily brings up for c·onstruction Sec­
tions 5809 and 5826; n.s. Mo. 1939 1 and also our Section 
6035 1 H.f:' .• Mo. 1939 1 as to whether said Sections apply 
to foreign insurance companies, upon an application by 
such companies for·certificate of authority to do busi­
ness in this State. 

Sections 5809 and 5826 are VJhs.t we may very ap­
propriately call "organization" statutes, ref,erring only 
and having authority and effect only on, insurance cor­
porations organized under the laws of Missouri. Se~tion 
5809 refers specifically in the early lines of sai~'Sec­
tion to Section 5803, H.s. Mo. 1939 1 with respect to the 
declaration to be filed under said Section 5803 by persons 
designated as corporatol''s of' an insurance company in this 
State. Said Section 5803 in turn refers to Section 5800, 
Article 2, 04apter 37 1 H.s. Mo. 1939 1 which prescribes 
the procedure for the fo~mation of an insurance company. 
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A careful reading of these statutes cited will dis­
close that they refer only to and regulate only the 
formation of insurance corporations in the State of 
l11is souri under 1ts llilws • 

Section 5826 1 H.~>. Mo. 1939 1 specifies the 
amount of capital that any joint stock or stock and 
mutual insurance companies fort11od U...'lder the provi­
sions of Article 2 1 Chapter·371 for the purposes men­
tioned in said Section 5800, must provide for in their 
articles of incorporation. · 

The statement is made in your letter, and is 
borne out by Mr. Averyt's copied letter, that al­
though the ~hole of the capital stock of the foreign 
insurance company has not been paid up and is not out" 
standing,· the company does have :;);100 ,ooo.oo of its 
capital stock paid up and outstanding. Growing out 
of such statement of fact. you ask, "is it necessary 
that this foreign insurance company comply with the 
same requirement prescribed for companies organized 
under the laws of this State with specific reference 
to that portion of said Sections 5809 and 5826, n.s. 
Mo. 1939, providing th8.t the full amount of the capi­
tal stock named in the articles of association shall 
be paid up and outstanding before it may be licensed 
in this 2,tate." We think., under the terms of our said 
Sections 5809 and 5826 1 they beinf. wh~t we have here­
inbefore designated 11 organizaJGion 1 atatdtes r>eferring 
only to insurance corporations ort;anized under the 
laws of Missouri, that the question of not having its 
full capitalization paid up does not bear upon that 
company's right to a certificate in this ~:..to.-te, if it 
complies with all 0f our statutes required to be com­
.plied with by i'orei@:l insurance companies in order to 
obtain such certificate. If the State of South Carolina 
granted a cel"tificate of authority to this :tnsurance 
corporation when organized-under its laws to trans-

, act insurance business in that St;ate '~Ni th that amount 
of capital paid up and outstanding, notwithstanding 
the full amount of its capitalization as .provided in 
its articles of association has not been paid up and 
outstanding, neither our Section 5809 or Section 5826, 
would prevent such foreign. insurance company from be­
ing licensed in th:l._s 8tate. 

'11hat pu.rt of our said Section 6035, "'•~;. Mo. 
1939 1 Article 10, Chapter 37, which is a part of our 
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General Statutory Provisions applying to all insurance 
companies, foreign as well as domestic, respecting the 
holding by an insurance company of its ovm stock, which 
here constitutes a part of the question we are now con­
sidering, is .as follows: 

"No insurance company shall, directly 
or indirectly, purchase or hold, either 
absolutely or as collateral, its own 
stock, after the se.me has been once 
issued: * * "'k 11

• 

In the quoted letter of nr. Averyt it is stated 
that the holders of the 6% PreferPed par value stock 
have the right to convert such stock into Corur,10n stock 
at ·the ratio of ten she.res of Com..:.:1on stock for one share 
of such Preferred stock, and that the Co.l1ll:non stock is 
held by the company for such convei•sion purpose. 

Our said Section 6035, H.s. Mo. 1939 1 says that 
no insurance company ttshall, directly or indirectly, pur­
chase or hold, either absolutely or as collateral, its 

.own stock, after the same has been once issued." 

Since the foPeif.c;rl insu:eance company in question 
holds its own Btock, in whatever amount it-may be, for 
the purpose of conversion into other stock, we do not 
perceive how it would be holding such shares in violation 
of the terms of said quoted part of our said Section 6035, 
H.s. Mo. 1939. Hasting the matter upon the language quoted 
in our said Section 6035 1 it was the evident intention of 
the Legislature in incorpOI'ating such language into said 
5ectiori 6035, to 'prevent insurance companies frora holding 
their own stock outrieht. It ap~ears to be the case here 
that the Preferred par value stock held b;y the foreign 
company, being considered to be held for conversion, is 
dormant and inactive and not issued in the sense that our 
said Section 6035 has in mind., 

"Conversion" is defined in Webster• s Hew Inter­
national Dictionary, definition 1 c, page 582, as: "From 
one thing to another by substitution." 

lt would thus appesr that the foreign insurance 
company ~n question having been pormi tted to organize and 
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carry on its business in the State of its domicile with­
out having the full amount of its capital paid. in, it is 
not l"equired to coraply with the l'equiPernents prescribed 
i'or insurance cor1Lpanies orcanized under the laws of this 
State as are set for·th in Sections 5809 and 5826 1 H.~~. Mo. 
1939 1 which require the full amount of' capit;·al to be pa:Jd 
1...1.p before bein2; licensed. It also appears ·tlw.t said for­
eicn · insur•D.nce corporation is not pr·oceeding contrary to 
our· said Section 6035, Article 10, Chaptor 371 ~~.s. Mo. 
1939 1 on account of its ovming und holding a block of its 
mm stock for conversion pm'poses. 

In the case being considered, however, it appears 
that the company in question has complied with the laws 
of its domicile, and th:.t it·need not comply with Sections 
5809 and 5826, R.s. Mo. 1939, in order to obtain a certi­
ficate to do business in this State, and thrc.t it is not 
violating the ·terms of ;_:,.ection 6035, Article 10, Chapter 
37 ,, 1L.s.. Mo. 1939 1 in holding a block of its stock for 
convePsion pur•poses. 

CONCLUSION. 

It is, therefore, the opinion of this Department 
that the insu:cance company in question, to-w:tt: Colonial 
Life & Accident InsuPance Company, Columbia, South Carolina, 
hB.ving complied with the laws of the State of its domicile 
by paying up ::1t least '1;,1oo,ooo,.oo of its capi·Galization, 
althouGh not all of its authorized capital stock has been 
paid in full, said coiilpany need not comply with Sections 
5809 and 5826, n .s. Mo. 19~·59 1 in order to obtain a certi­
ficate t;o do buaine ss in this ~~tate • for the reason said 
Sections apply only to companies orgenized under tl~ laws 
of this ~~tate, ond that said insu:c'ance company is not 
viola tine; the terra.s of Sect ion 6035 1 Article 10, Chapter 
37 1 .3 .• r>. Mo. 19~~9, in reserving a block of its own stock 
to take care of the convel"sion rights of P:eeferred stock­
holders. 

APPflCVED: 

J. E. TAYLOR 
Attorney General 

GWC: ir 

ttespectfully submitted, 

GEOJ:mE 1!{. CJ\OWLEY 
Assistant Attorney General 


