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Re: Assumption Contract Between
National Travelers Insurance
Company, and Safety Drivers
Insurance, Inc.

Dear Carl:

In answer to the request in your letter of February 24,
1950, we have examined the contract referred to above, a
copy of which 1s enclosed.

Safety Drivers Insurance, Inc., is a creature of statute

and its autnority to do any act is limited to those things

which do not conflict with the statute under which it was
created. This opinion is based upon the premise that National .
Travelers Insurance Company is not a benefit insurance cor=".-
poration or a benefit stock corporation under Arizona statutes,

‘,,.". Al
The Benefit Insurance Corporation Law of 1943, as amended

makes certaln very definite and mandatory requirements of a
benefit company. Section 61-1009 makes provision for a mor-
. tuary fund and specifically limits the uses to which such

fundcan be put; Section 61-1003 makes very definite require-
ments for the formation of a benefit company including member-
ship of at least 500 Arizona citizens; Section 61-1017 pro- .
vides, among other things, for the 1evy of assessments on -
members; Section 61-1013 provides for a minimum membership

of at least 500, after such corporation goes into operation.
These safeguards for the benefit of a member are all mandatory
and are considerably more strict than those provided for a

legal reserve companye. :

The legislature has seen fit to provide ror the consoli-
dation of one benefit company with another benefit company,
‘without the consent of all members (Section 61-1014,ACA 1959)
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_However, in such a case both companles are amenable to the same
~statutory regulations; hence the aforementioned safeguards for
‘members are not thereby obviated. In a like manner the legis-.
lature was careful to guard the safety of members of a benefit
corporation in the event such corporation converts to a bene-
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fit stock corporation under Section 61-1053. It should be

pointed out that neither of these provisions has any applica=
tion to a transaction between a benefit company and a company
which 1s neither a benefit company nor a benefit stock company.

AThe contract under conslderation is nov one of reinsurance
in the correct sense of the word, but is rather, as the title
indicates, an assumption contract. The effect of it is that
the obligation of “"Reinsured" to its members is assumed by
WReinsurer" in consideration of which all the business and
assets of "Reinsured" are to be transferred vo “Reinsurer',

‘Such a transfer would have the effect of substituting
something else for the aforementlioned mandatory safeguards.
This substitution is not permissible unless the procedure
therefor is specifically provided. We are unable to find any
statutory procedure for such a transfer of the business and
assets of a benefit corporation to a stock corporation such

~as ®Reinsurer" in the contract under examination.

It is, therefore, our opinion that the proposed assumption~
contract between National Travelers Insurance Company, a stock
corporation; and Bafety Drivers Insurance, Inc., a benefit
corporation, is not permissible under Arizona 1aw.

Very truly yours,

- FRED 0. WILSON
Attorney General

WILBERT E., DOLPFH, JR. ,
Asslstunt Acvtorney General
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