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August :11, 1967 

Alden B. Mann, Director, Banks and Ba11k.1ng 
Securitiea Divis.t.on 

J~ronae s. Matu■; Ailsi•tant · ~ttornay General 

Title 9, § 600 and-§ 612. iturchaee of Industrial Convertil:Jle Bonda by 
·savtnga Bank• in Haine, and the 8ubs&q'1ent Conversion o.f _said c:onvertible 
Bo~• into Coanon Stock. 

Jy memo you have J;eqUeated. answer• to the ~o11ow1ng qu~•t1Qn•~

QPIITIQI fl• 

May a convertU>le l:>ond be cei:tlf:S.ed as legal under 9 11.a.s.A. 
§ 6007 

NJSWBR tJ.1 

Yea. 

OUB@TPJ ta1 
If a convertible bond may be aerti:fiec! as legal ~mler 9. JI.R.8.A• 

1·,00, may lt be ~nverted to C#QllilOa'l etoc:'k unaer 9 11.a., .. A. § 6i2'1 

wmta, 
Yes .. 

OPMOB fl• 

9 11.a.s .A. § GOO prov.ta.. in pertiQPQ# part a 

••savings banks zoay hereafter . invest a In 
the bonds-or other fixed interest-beuing 
obl.lgatlona of any corporation • • • .• ·· 

'lba remaining language of 9 M.R~S.A. § 600 places limitation• on 
the nature and extent·of .1nvestmenta falling within the general 
category of bonds and other fixecl lnte;-est-l>earin,J obligat1ona. 
It 18 clear a convertible bond must meet all of the limitations 
set forth 1n 9 M.a.s.A. § 600 to be a proper inve■tment for savings 
bank&, however, there la no apeci.fic limiting language 1n· 9 M.a.s.A. 
I 600 which would diaqualify a convertible bond from falling within 
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the purview of J?emissibl~ investmenta :~1mder that sect,t.on. 'l'hua, 
we are of the opinion that a convertible bond may be a proper in~ 
veatment under 9 M.~.s.A. §600. 

9 11.a.s.A. § 612 provides ·1n pertinent pax-ta 

•savug■ 1:mnlcs, loan and building 
usociatiorill and truet CCIDpaniH. organ1M4 
under this _· Jltle ma:y acquire anc:i hold 
.aecuritJ.~ not. authorised '.by law but Which 
have been aapuad • • • 1'y the exera.t.ee of 
,:1ghta appUaable to sacurit:l.e• held by saJ.d 
~, uaoc:1a tions anc1 trust CIOlll)anlea • • • ·• • 

We aaaume for purposes o• this opin.i.on that the tnve•tment in 00111mOn 
■t:ock hae not been othenrtae author1sed· J;:>y law under p=v.tsiona of 
9 ....... A. § 602 (Na1ne oorporate •toms), · 9 x.a.a.A. § 603 (ba~ 
ilt:oake), ~lie i.awa oi · UGI, a. 335 § lG, ·repealiDJ and repl.acing 
9 M.a.a,..A. § 607 (£,nairanaa OOII\P&nY etoc:ka), 9 Jt.~.$.A, § 609 . 
(aac=it.'-e• ·appxoved IJl' Bank Commies.ionar), 911.a.s.A. I &1o·(aecur.t.tiea 
deemed bald.by banlc.twetees .- the eo-caUed prudent man prov.1.aion). 

An S.nveat:ment 1n a convertible l)oDIS with rights to convert into 
aoanon .st:odc may be authorized by law under prov1•~n• of 9 x.a.s.A. 
§ 600. Sea ()pint.on tl. Suet,. a convertU>le bond giw• the holder 
certain t'igbta to convert to commo-n. etocr:k un4er oerta.t.n oondl t.t.ona. 
If the aondit.t.orus are present and the hold•~ deo.lde• to exe~.cts,,,,e 
h.1.a rights, upon the exercJ.einf of the rights, the converUblabond lo••• J.ta dlaracter a• ·a :bond anc5 J.'>eaomea coamon stock. If the 
resulting coaaon •tock waa not_ othe~ae authoriaecS by law aa a 
proper inv .. ttaent, it 1• a proper inveatment unda: the provisions 
of 9 x.a.a.A. · I 6i2. 

3erome s. •tua 
Assistant Attorney General 

JSM/eh 


