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Insurance-Reinsurance.
One insurance company may reinsure the risks of another COrppanY, where th~ original policies remain in force
and where provisions are made for the payment of the risks
to the insuring company.
January 28th, 1920.
Hon. Geo. P. Porter,
~tate Auditor,
Helena, Montana.
Dear Sir:
I am returning herewith agreements and resolutions in re reinsurance
between Equity Mutual Insurance Company and Equity Mutual Fire Insurance Company
The Montana Equity Mutual Hail and Fire Insurance Company was
organized under Sections 4076-4091,Revised Codes of 1907. Under such
sections a mutual insurance company could only be formed for the purpose
of insuring growing crops against loss or damage by hail, and farm implements by fire. In 1917 the legislature by Chapter 120 amended Section
4076 so as to permit an insurance company, organized under such sections,
to also insure farm property against loss or damage by fire or other casualty, and to insure horses, cattle, .and other stock against loss or damage by
fire or lightning. Thereafter the Montana Equity Mutual Hail and Fire
Insurance Company filed amended articles of incorporation changing its
name to Equity Mutual Insurance Company, and authorizing it to engage
in all lines of business authorized by said Section 4076 as amended by said
Chapter 120.
The resolutions and agreements submitted, while somewhat broad in
their scope, are evidently intended simply for the purpose of providing for
the reinsurance of the risks now held by the Equity Mutual Fire Insurance
Company in the Equity Mutual Insurance Company.
From a careful examination of the matter I am of the opinion that
the Equity Mutual Fire Insurance Company may lawfully reinsure its
risks in the Equity Mutual Insurance Company, and that the Equity
Mutual Insurance Company can lawfully reinsure such risks.
It must be borne in mind, however, that the reinsurance of the risks
of this one company by the other company does not constitute any merger
of the two companies, and that both companies still remain existing companies. The only effect of these arrangements and resolutions is to
reinsure the risks, not to merge the two companies. When such risks are
reinsured in the Equity Mutual Insurance Company that company must
issue to the Equity Mutual Fire Insurance Company policies of reinsurance.
and the Equity Mutual Fire Insurance Company must pay to the Equity
Mutual Insurance Company the premium or charges for such reinsurance.
The original policies of insurance between the Equity Mutual Fire Insurance Company and the insured still remain in full force and effect, and the
premiums and charges for such insurance must be paid by the insured to
the Equity Mutual Fire Insurance Company. In cases of a loss the Equity
Mutual Fire Insurance Company will be liable to the insur~d for the

329

330

OPINIONS OF ATTORNEY GENERAL

amount of the insurance under the original policy, but will be entitled to
receive from the Equity Mutual Insurance Company the amount thereof
covered by the policy of reinsurance.
With this understanding of the effect of such resolutions and agree·
ments I see no reason why you may not approve the same.
Respectfully,
S. C. FORD,
Attorney General.

State Efficiency and Trade Commission, Counsel ForClaim For Services.
The claim for services by counsel employed by the State
Efficiency and Trade Commission does not constitute valid
charges against the state.
January 31st, 1920.
State Board of Examiners,
Helena, Montana
Gentlemen:
You have requested my opinion regarding two claims filed with the
State Board of Examiners, one of said claims being that of Hon. W. T.
Pigott for services performed as an attorney for the State Efficiency and
Trade Commission, the other claim being that of Hon. C. E. Pew for
similar services rendered to such commission, the amount of each claim
being $1000, and both of said claims being approved by the Hon. Frank
Eliel, chairman of such commission.
The State Efficiency and Trade Commisison was created by Chapter
184, Session Laws 1919. The duties of said commission are enumerated
and specified in Section 3 of said Act, being generally to investigate the
financial and business policies of the state and its various officers, bureaus,
boards, departments and institutions, to devise ways and means for the
correction of any abuses, inefficiency and undue and unnecessary expenditures of money found to exist; to investigate the subject of wholesale and
retail prices of articles of merchandise, foodstuffs, produce and commodities, the cost of production, manufacture, transportation and sale
thereof, and the trade and commercial conditions in relation thereto; and
to investigate the trade relations between manufacturers, producers, wholesalers, jobbers, retailers, and consumers; and to investigate cases of unfair
trade practices, and of combinations or agreements in restraint or restriction of free and fair competition. To carry out such purposes and perform
such duties Section 2 of said Act authorizes the commission to employ
tmch "expert accountants, persons especially skilled in the science of state
and municipal government, stenographers and other assistants as shall be
necessary."
Section 1, Article 7 of the Constitution creates the office of Attorney
General, and requires him to perform such duties as are prescribed in the
Constitution and by the laws of the state. Section 193 of the Revised
Codes 1907, prescribes generally the duties of the Attorney General, subdivision 6 thereof requiring him to give his opinion in writing without
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