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WADE CHURCH

Honorable Bill Stephens
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JOHN VANLANDINGHAM

Honorable David II. Campbell

Members of Ilouse of Representative » \
State Capltol Bullding »

Phoenix, Arizona

Dear stro; ARIZONA ATTORNEY GERERAL

As members of the Sub-commitice on Banldng,
Insurance and Corporations of the House of Roepreuent-
atives, you have requested an opinlon upon the following
questions:

1. Are Thrift Companiles operating I1n
Arlzona subject to the Jjurlsdiction,
supervislion and examinatlon of the
State Danking Department under the
termms of Sectlion 9-121 A.R.S. with
Particular reference to the phrase
'other financial instltutions?"

2. If your answer to the above question
1s 1n the negative are Thelft conup-
anles then subject to the Jjurisdiction,
supervision and ezamination of the
Securitles Division of the Arizona
Corporatlion Commlsslon as defined in
Section 44-1801 A.R.S.?

3. What other sections of the Arizona
Revised Statutes may currently be
Interpreted as pertaining to the
operation of Thrift Companles?

Question No. 1: "Thrift Companies" is a trade
name. The name, in itself, does not indicate the methods
such companies use in their operation. They are generally
known by the public as financlal institutions dealing in
money. Each plan of operation by such companies must be
investlgated to determine whether or not they are subject
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to regulation as 1indlcatcd by your Question No. 1. A
- "Phrift Company" 1s a "Security Company" if its method of
L—} operation falls with the provisions of A.R.S. §6~101,
Paragraph 5, which provides:

"5. 'Security company! means a Morris Plan

Company, or any person, nartnership,

assoclation or corporation receliving

from the public money on deposit and
) losulng certificates of deposit or pass
books, or any evidence of deposit there-
for, whether the money 1s pald in cash or
by regular or irregular installments or
otherwise, but does not include banks,
bullding and 1loan assoclations, saving
and loan associatlions, credlt unions,
industrial banis, small moneylenders or

\_ insurance companiecs."
o The information which the Attorney General has
avallable lndicates that so-called "Thrift Companlies"

fall within the foregoing definltlon of a "3ecurlty Com-
pany" because each of them 1s a "person, partnership,
asgsoclation cr a cornoration recciving from the public
moncy on deposit and issulng certifilcates of deposit or
pass books, or any evidence of deposlt therefor, whethexr
the money is paid in cash or by regular or irregular in-
stallments or ctherwise."

There{ore, under that definitlon and such situ-
ation "Thrift Companies" are sabject to the Jjurlsdiction
of the S3tate Baniking Departument. The Leglslature by Laws
1933, Chap. 97, y 1, amended by Laws 1954, Chap. 37, § 1,
added "Security Companies" to the delinitlon of financial
institutions, thereby dlsclosing the intention of the
Iegislature to brlng such {inancial lnstitutions under
the Jurisdiction of the State Banking Department, by add-
ing them Lo financial ingtitubtions therciofore defined.

A.R.S. 306-121 and §5-122 confer upon the Super- .
intendent of Banks speciflc and comvrchensive powers to
regulate financial instltutions comlng under his jurls-
diction, such as Thrlft Companles when they operate as
"Security Companies”". In addition to exerclsing the
powers so conferred, A,R.S., y0-124 authorizes the Super-
intendent of Banks and his deputles to examine persons
under oath and to compel the attendance of witnesses and
the production of books and papers.
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The Superintendent of Banks is given plenary
L'J authority over a "Security Company'. A,R.S. §6-422 pro-

vides as follows:

"A. The superintendent shall notify a building
and loan association or security company,
In writing specifically setting forth the
Irregularities and matters complalned of
) by him vhen it appears to him that any one
of the following has occurred:

1. The bullding and loan association or
securlity company has violated the pro-
visions of its articles of incorporation,
its by-laws or any law of this state.

2. i¢ association or company is conducting
: business in an unsafe or unauthorized

\_/
‘g!ll’ . manner.
k- 3. The association or ccmpany refuses to

subniit 1ts books, povers and records
to the inscpection cf the superintendent
or an examlncer.

4, An officer of the assoclation or company

refuses Lo be examined upon oath touch-
- ing the affairs of the association or
company .

. 5. Trcm an exanination or report provided
for, the superintendont has reason to
conclude that the asgsociation or company
is in an unsound or unsafe condition to
transact business or that it is unsafe
and lnexpedient for the association or
company to continuc business. (Zmphacis
supplied)

B. The superintendent at the same time shall fore-
ward a copy of the objections to the Attorney
General." ,

Thercupon, if the lrregularities are not corrected
forthwith, the Superintendent of Banks, as providced by
A.R.S. §6-423, shall notlify the Attormey General of that
fact and thereupon the Attorney General 1s authorized to
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proceed, pursuant to that sectlon, to correct the irre-
gularities and, under A.R.3. §6-424, to institute an
action in the Sfuperlor Court for the appointment of a
recelver, if the Attorney CGeneral concludes such course
is Justified by the irregularities presented tc him by
the Superintendent of Banks.

Furthermo?e, Thrift Companies may be conductin:
a "banking bLusiness” as defined by A.R.S. §6-241 as follc

"A person holding himself out to the public
a8 recelving money on deposit, whether evi-
denced by certificate, promissory note or
otherwise, is considered %o be doing banking
business and subject to the provisions re-
lating to the banking business.”

The Toregoling section is found within A.R.S.
Article 3, Chapter 2, Title 6, which rertalns generally
to the regulation and conduct of banking business.

Therefore, the Superintendent of Banks has 211
the regulatory powers with respect Lo Thrift Cocmpanies,
when they are cngaged in the businesses herein cdefined,
as he has in the reguwlation of banks and savings and lcan
assoclations, including and relating to insolvency, dic-
solution and receivership as provided by A.R.S. Chapters
2 and 3, Title O, -

Question No. 2: In view of the answer to
Questlon No. 1, an answex to Question No. 2 is not requi s

Question No. 3: The Attormey General does not
find other provisions of the Arizona Revised Statutes whis
pertaln to the operation of Thrift Companies as referred
to in Question Lio. 3. .

A word of caution should be added. Whether or
not a Thrift Company comes under the definition of A.N.S.
$6-101 depends on the definltion given to the word "depoc-
There is authority for the ar;jyment that deposits, when
used in connectlon with banking business, ncans deposiis
of money under agreement whereby the depositor is entiticc
to receive a like amount of noney on demand and that deps
under any other agrecment, as lfor instance, with a Thri. .
Company where the agreement specifies that the so-called
depositor must leave his money deposit for a specifled pou
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of time, constitutes a loan and under this theory there
would be a gucstion ag to whether the Thrift Conipanies
come wlthin the purview of A.R.S. §6-101. We think,
however, the intent of the Legislature is clear that in
this deflnition the word '"deposit" 1is not used alone but
1s used with additicnal descriptlve words as follows:

"5. 'Security company' means a Morris Plan
Company, or any percon, partnesrship,
~asscclation or corporation receiving
from the public money on deposit and
lesuing certificates of depesit or pass
books, or any evidence of deposit there-
for, whether the money 13 paid in cash or
by regular installuents or otherwise,..."

By virtue of previous Interpretation, the Arizona
Superintendent of Banks has not heretofore exercised jurise
diction over Thrifti Companles and it is possible that if
the Superintendent nov assumes jurisdictilon some legal
actlon could be commenced to declare the intent of this
statute. 1In such event, the Superlintendent of Banks would
probably not be able to exerclse jurisdiction over the '
Thri{t Companies untll such actlon was {inally determlined.
It is therefore suggested that the Legislative Committee
may want to consider amending the above statutes to insure
the Jjurisdiction of the Superintendent of Banks over Tarift
Comparnles,

Very truly yours,

WADE CHURCH
The Attormey General

LESLIE C. HARDY ;
Chief Assistant Attorney General
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