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INSURAﬁdE: _ Mutual insurance companies 1ﬁ existence
' prior to the year 1899 can become stipulated
premium companies without capital stock.

May 2, 1940 \ﬂ
5’ FILED

Honoratle Fay B. Lucsas,
Superintendent ]
Department of Insurance

Jefferscn City, Missouwrd

Attention: Mr. Charles J. Harvey
Assistant Counsel

Dear Sir:

We have received your letter of Zpril 23rd regard=-
ing the Industrial Eenefit Assocletion which reads as
follows: -

"The above nemed Assocletion was
incorporsted in July 1893, ©y pro
forma decree in the Circuit Court
of the City of St. Louls, as a
fraternsl benefit socciety under
the laws existing at that tine,
and 1t hss been continuously
operating up to the present, is=-
suilng benefit certificates Ee its
members and collecting small weekly
dues or premiums. During these

years it has been licensed by this
Department as a fraternal beneficiary
society, although it 1is not such a
freternal benefit scciety as we find
today, in that it hss no ritual or
lodge work, and its officers state
thet it would be impractical for

them to operate as a true fraternal
for the reason that its members are
both white and colored.

"Oon October 5, 1959, the above As-
soeclation .iled amencded Articles of
Assccicstlion with the Sec:etary of
State in accordance with SBection
8778, Article 4, Chapter 37, K. S.
Mo. 1929, for the purpose of
reincorporating under the above
section as a mutusl stipuleted
premium company, end the Secretary
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of State 1ssued his certificate
certifying that said amended
Articles of Association hed been
filed in his o. 1ce. Thereurcn,
said Association filed with tiis
Department certified cory of such
smended articles, tocether with
epplication for license to do
business in this State as a mutual
stipulated premium company.

"An examinstion of the books and
records of said Assoclation dis-
closes that 1t has assets over and
above 2l1ll1l ligbilities in excess of
$25,000.00.

"%#111 you kindly advise this Depart-
ment, in view of the above, whether
or not the ebove Assoclistlion has
complied with the laws of the State
of Missouri, particularly Article

4, Chapter 37, and whether or not
licensa to transact business should
be issued or denied."

Article 1V, chapter 37, R. S. Missouri 1929,
contains the laws dealing with companles doing Lusiness
on the stipulsted premium plsn. On Februery 3, 1940,
we addressed an opinion to you in which we held that
a company could not be incorporated as a mutual stipu-
leted premium company because the legislature had never
made any provisions for the formation of such a corporation.
T e company concerned in that opinion was the [ankers!
Security lutual Life Insurance Company. The opinion
reguest there showed thet the particulsr company was
criginelly incorporated in the year 1929 as an as:sesse
ment assccistion under Article III, chepter 37, !l. S.
Missourl 1929, and re-incorporated in the year 1931
as a mutual s%ipulated premium company. We held that
seid Article IV did not provide for the original
incorporation of a mutual compa.y and in effect tne
purperted compeny therein involved did not exist.

You have ncw presented a different guestion end
that is whether a mutual company, in existence at the
time Article IV was first enacto&, can accept the pro-
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visions of sald Article without becoming a stock
company. You state thet the Industrial Benefit As-
soclation was first incorporated in July 1895. The
stipuleted premium law was first enacted by the legis-
lature in the yeer 1899, and is contained in Laws of
Missouri 1899, resges 260-267, inclusive. This act
eppears in the Revised Statutes of 1899 as a new
articles Section 7930, R. S. Missouri 1899, then a
new section, and is in words snd flgures the same as
Section 5775, Re S. Missouri 1929, wnich reads as fol-
lowss

"Any domestic life or accident
corporation, company or association
existing or doing business in this
state at the time this erticle
takes efiect, may, by the vote of a
me jority of its board of directors
or trustees, accept the provisions
of this article and amend its
articles of incorporation to con=
form to the same, so as to cover
end enjoy any eand all the provi-
slons end privileges of this
erticle the same as if 1t hed
been originglly incorporated t ere-
under, and it shell file such
amended articles of incorporation
in the office of tie secretary of
stote, a certified copy of which
shell be filed with the insurance
department, and shall thereafter
perpetually enjoy the same and be
deemed to have been incorporated

. under this article. Relncorporation,
however, shall in no way annul, modie-
fy or change any of the existing
contracts and liabilities of such
corporation, and any and all such
contracts and liabilities shall
continue in feorce and effect the
same as though such corperation
had not reircorporated or qualified
under this article, neitrer shall
such reincorporation in any way preju=-
dice, impede or impeir any pending
action or rroceeding or any rights
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previously ecquired."™

Since 1t appears thst the Industrial Lenefit
Assocletion was in existence and vas deoing business in
this stete at the time Article IV took effect, the
compeny undoubtedly has the ri /ht to re-incorporate
as a stipulsted premium compeny under its terms. Since
it also aprears that the company was incorporated in
1893 on the mutual plan vithout caplital stock, we also
belicve that it may be re-incorporated uncer gection
8775 tnd do business on the stipulated premium plan
without changing its type eand becoming a capital stock
company s

There 1s nothing contained in ssic Article 1V
which indicastes tnat companies in existence prior to
the passage of tre article must become capital stock
companies in "accepting the provisions" of the article.
Secticn 5775 merely states that any existin. company,
by a vote of a maaority of its board of directors
or trustees, mey "asccept the provisions of this artile
end amend 1%5 articles of incorporation to confcrm to
the seme, so as to cover and enjoy eny and all the
provisions and privileges of this article the same
as 1f 1t had been originslly incorporsted thercunder,
# # # ", In this connéction Section 5760, H. S. Mis-
sourl 1929, snd slso contalned in irticle IV, provides
what the articles of agreement of a stipulated premium
company shell contain. It provides that part three
of the articles of incorporetion shall contain "the
emount of the capltel stock of trhe corporatlion, pro-
vided the samc be a stock company, which shall n%E'be
Tess than 725,000, etc.y lungeriining ours)

While we pointed out in our opin‘on of rebruary
Uy 1940, that the above underlined pert did not proe
vide for the formetion of a new stipulated premium
company on the mutusl plan becesuse Article IV does
not contain the original requirements for the formation
of such a new company, we belleve said provision 1is
arplicable and was intended to apply to companies in
existence prior to the yesr 1899 and wiiich might wish
to svell tiemselves of tire rrovisions of Section 5775.
If this is not true, then the term "provided the same
be & stock company"™ is meaningless and of no effect
vnder any circumstences. In State ex rel. Orscheln
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Eros. Truck Lines, Inc., v. Public Service Commission
of Missouri, 98 S. W. (2d) 126, the Kansas City Court
of Appeels stated the following genersl rule of law,
l. c. 126:

"% # # It 1s a well recogniged rule
of statutory construction that ef-
fect must be given, if possible,

to the whole of the statute and
every part thereof sc that every
section, word, clsuse or sentence
be made operaiivt.' (eiting meny
cases)

Therefore, to give effect to every word, clause
end sentence 1t must be said that 1t was the intent of
the legislsture that mutual companies in existence
prior to the enactment of Article IV need not become a
stock company in accepting the provisions of the
article. If the company involved happened to be a
stock company, then, of courss, it would necessarily
need a ca 1tai stock of at least Twenty~five Thousand
Dollars (§25,000.00) before it could be licensed under
the direct wording of the statute,

Section 5761 of Article IV provides thet no
stipulated premium company shall do business until at
least two hundred persons have contracted for, or there
is in force, at least Two Hundred Fifty Thousand Dol=-
lars ($250,000.00) of insurance. This sectlion further
provides that "every corporation incorporsting or re-
incorporsting under the provisions of this article
shall deposit with the superintendent of insursnce
such securities as are required by law to be deposited
by insurance companies the sum of five thousand dollars
before it shall commence business. # # "™ These proe
visions of Secticn 5761 should, of course, be met
before a license is issued as the same undoubtedly
applied to all compsnies doing business on the stipu-
lated business plan whetier re-incorporated under
Article IV or not.

In your letier you state that the company has
complied with the other provisions of Section 5775
in that emended articles of the assoclation have been
filed with the Secretary of State and that certified
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coples of the same have been filed with the Insurance
Department From what you say we presume that these
articles follow the terms of Aprticle IV,

Respectfully submiltted

Je Fo ALL:BACH
Assistant Attorney Ceneral

AFPROVEDs

(/eting) Attorney General
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