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Opinion No. ML'-505 

Re: Selection of county 
depository owned by holding 
company in which county judge 
owns stock 

Dear Mr. Gray: 

You ask whether a bank is disqualified from serving as a county 
depository where the county judge is an officer and director of the 
bank and owns less than 1% of the issued and outstanding shares of the 
bank's capital stock. You also ask if the same bank would be 
disqualified from serving as county depository where the county judge 
is an officer and director of the holding company which recently 
acquired the bank. The judge owns 17% of the capital stock of the 
holding company. 

Article 2529c, V.T.C.S., governs the issues raised by your 
opinion request,,and it provides, in pertinent part: 

A bank shall not be disqualified from bidding 
and becoming the depository for any agency or 
political subdivision of the state by reasm of 
having one or more officers, directors or 
stockholders of said bank who individually or 
collectively own or have a beneficial interest in 
not more than 10 percent of the bank's outstanding 
capital stock, and at the same time serves as a 
member of the board, commission, or other body 
charged by law with the duty of selecting the 
depository of such state agency or political 
subdivision; provided, however, that said bank 
must be selected as the depository by a majority 
vote of the members of the board, commission, or 
other body of such agency or political subdivision 
and no member thereof who is an officer, director 
or stockholder of the bank shall vote or 
participate in the proceedings. 
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V.T.C.S. art. 2529c, 52. Attorney General Opinion H-596 (1975) is 
dispositive of your first inquiry. Therein, we determined that, in 
accordance with article 2529c, section 2, V.T.C.S., a bank could serve 
as county depository where the county judge owned stock in the bank 
and served on the board of directors if the members of the 
commissioners court did not collectively own more than 10% of the bank 
stock and interested members did not participate in the vote. YOU 
have not stated whether any other member of the commissioners court 
owns or has a beneficial interest in the stock of the bank in 
question. Assuming that the county judge is the only member of the 
commissioners court with an interest in the bank stock, his ownership 
of less than 1% of the outstanding capital stock clearly would not 
serve to disqualify the bank so long as the county judge does not 
participate in the selection process. If other members of the 
commissioners court also have an interest in the bank stock, the bank 
would not be disqualified unless the collective interest of the 
members exceeds 10%. 

Your inquiry regarding the county judge's ownership of 17% of the 
outstanding capital stock of the bank holding company is not 
susceptible to a definite answer. If the bank holding company is a 
one-bank holding company where the bank is the corporation's sole 
asset, the likelihood is that the county judge then has a "beneficial 
interest" in more than 10% of the bank's outstanding stock. In such a 
case, the bank would clearly be disqualified from serving as a county 
depository. If the bank holding company is a multi-bank holding 
company, the judge's beneficial interest would have to be determined 
on an individual basis. 

SUMMARY 

A bank is not disqualified from serving as a 
county depository where an officer, director, and 
1% shareholder of the bank is the county judge, so 
long as the county judge does not participate in 
the voting on the selection of the county 
depository and his interest in the bank stock 
combined with that of any other members of the 
commissioners court does not exceed 10%. The bank 
may be disqualified by virtue of the county 
judge's ownership of 17% of the outstanding 
capital stock of the bank holding company, 
depending upon the judge's resulting "beneficial 
interest" in the bank stock. 

MARK WHITE 
Attorney General of Texas 

p. 1820 



Honorable James A. Gray - Page 3 (MW-505) 

JOHN W. FAINTER, JR. 
First Assistant Attorney General 

RICHARD E. GRAY III 
Executive Assistant Attorney General 

Prepared by Catherine B. Fryer 
Assistant Attorney General 

APPROVED: 
OPINION COMMITTEE 

Susan L. Garrison. Chairman 
Jon Bible 
Catherine B. Fryer 
Rick Gilpin 
Patricia Hino-josa 
Jim Moellinger 
Bruce Youngblood 

P. 1821 


