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‘ ’ 8 TE8: Forel insurance companles are not required to
?OREIGN INSURAOE COMPANES compl%nwith elther Sece 5809 or Sec. 5826, R.S.
Mo, 1939, with respect t¢ capltal stock belng
" paid up in full, if the State of its domlcille
\ does not so requlire., A foreign Insurance
& company does not violate the terms of Secs 6035,
‘ R.S. Mo. 1939, 1if 1t holds some of 1its own
stock, not absolutely or as collateral, bub
holds the same merelgrfgr cog-
16 version purposes of eferre
June 19, 1946 stoek into Common stock or
Common stock Into Preferrsd stock.
: o

Honorgble Owed . Jackson ’%L/ 7 .
Superintendent of Insurance / \ o fMMj
of Milssouprdl /f o

Jeflerson Clty, liczsouri
Dear Mr, Jeekgon:

This will acknowledpe your letter requesting
an oplnion from this Department,

Your letter 1s as follows!

"A life insurance company orgenized.
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-
ficate showlng that 1t has complied
with the laws of South Carolina, and
1s authorized to, and 18 doing busi-
ness In that state,

"Another submission in the form of &
copy of this last Annual Statement re-
veals that the company owns approxi-
mately 7,500 shares of 1ts own capital
stocks It also shows that although
the whole of the capital stock has not
been pald up and 1s not now outstand-
ing, $100,000,00 of its capltal stock
has been pald up and is outstanding,

"Is it necessary that this foreign
insurance company comply with the same
requirement prescribed for companies
organlzed under the laws of this state,
with speciflic reference to that portion
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Mr,lhalp

of =ectlons 5300 end 35826 ii.5. Mo,
1939 providing thet the full amount
of' the capital stock named in the
Artiecles ol Assoelation shall be
pald up and outstandlang before it
may be licensed?

"Your opinion on the cbove and forew
golng 18 respectfully requesteds"

In a later communication with this Deportment,
h C. Lashly, Counsel for your Depariment, quotes

e letter from Mr, i, I's Averyt, Prcsident of the Iinsur=
ance company involved, showing the manner in which its
Comuon stock is being held, Said quoted letter is as

follows:

"!ir, ialph ¢, Lashly, Counsel
Insurance Department

SGtate of Misgouri

JefTerson City, liissouri

Dear Mr, Lashly:
tIn complliance with your letter of

April 25th, we are herewlith enclosing
specimen copy of Series 'A!' Common

“Stock certificate and specimen copies

of each of the Preferrcd Stoek certifi-
cates,

'The 436 shares of 6% Preferred with
a par value of 100,00 sach have a right
to convert Into 1@ shares Series 13t Come
mon Stock for each share of Preferred
Stocks The 554 shares of 54 Preferred
with a per value of 100,00 each do not
have any conversion rights, Therefore,
4,360 shares of the 11,850 shares of no
par Common are reserved for the conver-
sion rights of the 6% Preferred Stock,

'It was originally intended to sell
the entire 990 shares of Prefocrred Stock
with conversion rights which would have
hypothecated 9,900 shares of the 11,850
shares of the no par Common Series D!




Honorable Owen (. Jdaclson =3=

assigned to the company, but it was
later dscided to sell 554 shares of
the Preferred Stock without the cone
version rights, The balance of 1,950
shares of the Series 'Bt Common was to
be held for similar conversion rights
in case 1t was declded to Increase

the conpany'!s capital with additional
Preferred Stock issues,

tThe number of shares of Series 13!
Comon now being held by the company
that 1s not hypothscated for the con-
version rights of Preferred Stock,
that 1s, 6,490 shares, 1s still being
held for the purpose of convsrsion
rights to future 1is sues of Preferred
Stock 1f and when the company decldes
t0 increase 1lts caplitel stocke

Very truly yours,

e F,o Averyt
President.t"

The request for this opinion, in the 1light of
your letbter to this Department and the quoted letter of
Hr., Averyt, necessarily brings up for construction Sec-
tions 5809 and 5826, R.5. Mo, 1939, and also our Section
8035, L. Mo, 1939, as to whether said Sections apply
to foreign Insurance companles, upon en application by
such companles for certificate of authority to do busi=-
ness 1n thils State,

Sections 5809 and 5826? are whot we may very ap-
propriately call "organizaition" statutes, referring only
and having authority and effect only on, insurance ccr=-
porations organized under the laws of lMMilssouri, Section
5809 refers specifically in the early lines of sald Sec-
tion to Section 5803, K.5. Mo, 1939, with respect to the
declaration to he filed under said Section 5803 by persons
desipnated as corporators of an insurance compeny in thias
State, Sald Section 5803 in turn refers to Sectlon 5800,
Article 2, Chapter 37, .S« Mo. 1939, which prescribes
the procedure for the formation of an insurance companye.
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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 lnsurance corporations in the ucate of
Missourl under 1ts lawas

Section 5826 li.e Mos. 1939, speclfles the
amount of capltal that any Joint stock or stock and
mutual insurance companies formed under the provi=
slons of Article 2, Chapter 37, for the purposes mene-
tioned in saild SeCuion 5800, must provide for in tnelr
articles of lncorporation,

The statement is made in your letter, and 1is
borne out by lr, Averyt's copled letter, that ale
though the whole of the capitel =stock of the foreign
insurance company has not been paid up and is not outw
standing, the company does have $100,000,00 of 1ts
capital stock pald up end outstanding. Growing out
of such statement of fact you ask, "1s it necessary
that thls foreign insurance company comply with the
same requilrement prescribed for companles organized
under the laws of this State with specific reference
to that portlon of saild Sections 5809 and 5826, li.S.
Mo, 1939, provliding thet the full amount of the capi~-
tal stock named in the articles of assoclation shall
be pald up and outstanding before it may be llcensed
in this State." We think, under the terms of our said
Cectlong 5809 and 5826, they‘bein? what we have here-
inbefore designated "organlzation" statutes referring
only to Insurance corporations organized under the
laws of Missouri, that the questlon of not having its
full capitalization paid up doses not bear upon that
companyt!s right to a certificate 1in this State, ir it
compliesa with all of our statutes required to be con=
plied with by Toreign insurance companies in order to
obtain such certiflcate, If the Ltate of South Carolilna
granted a certilflcate of authority to thls insurance
corporation when organized under its laws o transe-
ract Insurance business in that State with that amount
of capital paid up and outstanding, notwithstanding
the full smount of 1ts cepltalizatlon as provided 1n
1ts articles of assoclation has not been paid up and
outstanding, nelthcr our Section 5809 or Section 5826,
would pfevent such foreign insurance company from be=-
ing licensed in thils States

That purt of our said Section 8035, ii.t. Mo,
1939, Article 10, Chapter 37, which is a part of our
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_ General Statutory Provisions applying to all insurance
companies, forelgn as well as domestie, respecting the
holding by an insurance company of 1ts own stock, which
here congtitutes a part of the question we are now cone
gldering, is as follows!?

"No insurance company shall, directly
or indirectly, purchase or hold, elther
absolutely or as collateral, its own
stock, after the seme has been once
issueds # % % ",

In the quoted letter of Illr, Averyt 1t 1s stated
that the holders of the 6% Preferred par value stoeck
have the right to convert auch stock into Common stock
at the ratio of ten shores of Comuon stock for one share
of such Preferred stock, and that the Common stock 1is
held by the company for such conversion purpose,

Our gaid Section 6035, H.5. Mo. 1939, says that
no insurance compeny '‘shall, directly or indirectly, pur-
chase or hold, either absolutely or as collateral, 1is
own stock, after the same haos been once 1ssued,"

Since the foreign Insurance company In question
holds its own stock, in whatever amount it may be, for
the purpose of conversion into other stock, we do not
perceive how 1t would be holding such shares In violation-
of the terms of sald quoted part of our said Sectlon 6035,
He&e Mo, 1939, Resting the matiter upon the language quoted
In our sald Section 6035, 1t was the evident intention of
the Legiglature in lncorporating such language into said
Section 6035, to prevent insursnce companles from holding
their own stock outright., It appears to be the case here
that the Preferred par value stock held by the foreign
company, belng considered to be held for conversion, is
dormant and Iinactive and not issued 1n the seuse that our
sald Section 6035 has in nindy

"Converasion" 1s defined in Viebstert!s Hew Inter-
national Dictionary, definition 1 ¢, page 582, as: "From
one thing to another by substitution,"

It would thus appear that the foreign insurance
company in question having been permitted to organlize and
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carry on 1ts business in the State of 1ts domicile with-
out having the full amount of 1ts capital paid in, 1t is
not requlred to comply with the requirements preséribed
for insurance conpanlids organized under the lawsg of this
Ctate as areset forth in Sectilons 5809 and 5826, HeSe Mo
1939, which require the full amount of capital to be pald
up vefore being licensed. It algo appears thot sald for-
elgn insursnce corporation 1s not proceeding ¢ontrary to
our said Sectlon 5035, Article 10, Chaptor 37, :i«G. Mo
1939, on account of 1ts owning osrd holding a block of its
own stock for conversion purposes, : ’

In the case belng considered, however, 1t appears
that the company 1n question has complied with the laws
of its domiclle, and th: .t it need not comply with Zections
5809 and 5826, L. Mo. 1939, in order to obtain a certi-
ficate to do business In thils State, and thet 1t is not
violating the terms of “ection 6035, Article 10, Chapter
37,y lee bMoe. 1939, iIn holdling s block of its stock for
conversion PUrPOSSH,

CONCLUSTION .

!

It 1s, therefore, the opinion of thls Department
that the insurance company in question, to-wlt: Colonial
Life & Accident Insurance Company, Columbis, South Carolina,
having complied with the laws of the State of its domleile
by paying up ot leacst »100,000,00 of its capitalization,
although not all of 1ts authiorized capltal stock has been
pald In full, sald company need not comply with Sections
5809 and 5826, l.%. Mo, 1939, in order %o obtain a certi-
ficate o do business in thls State, Tor the reason said
sections apply only to companies organized under the laws
of thils State, end that sald 1nsurance company 1s not
vliolating the terms of Section 6035, Article 10, Chapter
37y Hele Moo 1939, in reserving & block of 1t%s own stock
to take care of the conversion rights of Preferrecd stocke=
holders. '

itgspectfully submitted,
APPRCVED:

GLOxGE W, CROWLEY

Asglstant Atbtorney Gensral
Jo e TAYLOR

- Attorney General

GWC:ir




