.SEOURITIES ACT: Bond of dealer and salesmen.

Uctober 13, 1937.

py
Honorable Russell Maloney, ] (H;V \hﬁj

Commissioner of Securities,
Jefferson City, Missouri.

Dear Sir:

FILE

ar——

This is to acknowledge receipt of your letter of
Cetober 5, 1937, in whieh you reyuest the opinion of this
department relative to the bond recuired by Section 7744,

R. S. Yo. 1929, Your letter is as follows:

"Section 7744 Revised Stastutes of
Vissouri 1929 requires that every
applicant having & license to engage
in the business as dealers in
securities, file & bond, 'in the

suzm of five thousand dollars ($5,000)
running to the people of the state of
Missouri in such form as the com-
missioner may designate, such bond to
be conditioned upon the faithful
compliance with the provisions of
this act by said dealer and by all
salesmen registered by him while act-
ing for him.  OSuch bond shell be
executed as surety by a surety company
having & net worth of not less than
$1,000,000 and authorized to do
business in this state.'

"The same seetion further provides

that every registration under this sec-
tion shall expire on the 31lst day of
December in each year, but that a new
registration for the succeeding year
shall be granted upon application and
payment of the fee, "without filing of
further statements or furnishing any
further information, unless specifically
required by the Commissioner.'
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"In the past it has been the practice
of this department to permit the
dealers registrution to be granted for
such succeeding years and the bond
approved wherein the bonding company
filed with this department a continua-
tion certificate of the bonding company
of the preceding year. It was our
opinion that the bonding company was
liable in the sum of five thousand
daollars ($5,000) for each year. Upon
this already being taken to court it was
decided that the bonding company was
liable only for $5000 in the azgregeate.
Upon the statement of this department
that we would reqguire a new bond to be
filed each year, there arose certain
difficulties to that plan.

"We, therefore respectfully request an
opinion from your office as to whether
or not the department must reguire from
dealers in securities a bond of $5000
each year or whether the law contemplated
only thet the dealer post a $5000 bond
which would continue for the entire time
of his license with this department.”

According to your letter, the main question you de-
sire to determine is whether or not, under Section 7744,
R. S. Mo. 1929, you should require a new bond on each
registration. In & recent case, Maryland Casual ty Compeny,
& corporation v. Camilla Driemeyer, et al., decided in the
United States District Court for the Hastern Division of the
hastern Judicial District, Cause No, 11683 (guoting from
memorandum of the Court), the Court ssid:

"The guestions to be decided are,

first, did the renewal certificates
only continue in forece the originsal
bond or were they the assumption of a
new liability, and second, is the plain-
tiff liable for interest on the amount
of the bond from the date when the
defalcations of the principal were
discovered. .
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"The contract of the parties is
clear, The plaintiff agreed, by
express words in the continuation
certificates, to Le bound in the sum
of 45000. The court cannot change
the obligations of the parties

even though it may be true that the
plaintiff company struck a hard bar-
gain, It has been repeatedly held
that a continuation certificate of
this kind does not extend the
surety's liability beyond the penalty
specified in the bond. Grand Ledge
U. B, of F,, etc. v. Mass, B. & Ins,
Co., 235 5. W. (2d) 783; State v. liew
Amsterdam Casualty Co., 2356 Pac. 603;
United States Fidelity & Guaranty Co.
v. First Netional Bank, 233 Ill. 475,
84 N. L. 670."

In this case the court held that the continuation certificates
each year on the bond did not create cumulative liability and
did not create a new contract on each renewal, for the reason
that each renewal certificate expressly provided that it was
not cumulative and should not under any circumstances or in
any event exceed the sum of $5000. This continuation certifi-
cate was used by your office in 1936, and there is no ques-
tion but that the extent of the liability of the surety
company cannot, in any event, under your present procedure, be
more than §5000. In an opinion from this office dated

August 26, 1933, your office was informed thet the maximum
amount that could be collected under the bond provided in the
Act was $5000. This opinion was given your office previous

to the filing of the case of Maryland Casualty Compeny V.
Camills Driemeyer, et al.

The next guestion in point is whether or not a new
bond is required after December 31st of each year, when the
insurer or dealer desires to renew his registration, in accord-
eance with Section 7744, R. S. Mo. 1929. This section provides
that after the commissioner has received and Tiled an applica-
tion in writing from the dealer or salesman of certain
securities, he shall require a bond of $5000 running to the
people of the State of Missourl in such form as the commissioner
may designate, such bond to be conditioned upon the faithful
complience with the provisions of this act by said dealer and
by all salesmen registered by him while acting for him.
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As you notice, nothing is said any place in the section or
sct concerning enything about the renewal of the same bond.
The section does set out how the registration may be renewed,
but does not mention the bond in connection with renewal.

It says: "Applications for renewals must be made not less
than thirty (30) nor more than sixty (80) days before the
first day of the ensuing ycar, otherwise they shall be
treated as original aspplications.” In the renewal the sec-
tion specifically says, "without filing of further statements
or furnishing any further information, unless specifically
required by the commissioner." There is nothing said in
this connection about the bond.

The same section provides that, "every registration
under this section shall expire on the 3lst day of Uecember
in each year," but provides for remnewal. The yuestion now
is, did the bond on the JSlst day of December expire or was
it renewable, und what was the intention of the Legislature
in setting t.e expiration date of the registration.

In 59 C., J., page 9592, it is said:

"The intention of the legislature

is to be obtained primarily from

the language used in the statute.

The court must impartially and with-
out bias review the written words of
the act, being aided in their interpre-
tation by the canons of construction.
Where the language of a statute is
plain und unambiguous, there is no
occasion for constructiomn, even though
other meanings could be found; and the
court cennot indulge in speculation as
to the probable or possible gualifica-
tions which might have been in the mind
of the legislature, but the statute
must be given effect according to its
plain and obvious meaning." citing
Gendron v. Dwight Chapin & Co., (App.)
37 5. W. (2d) 486; Betz v. Kansas City
So. K. Co., 2684 S. W, 455, 314 lo.
590; Grier v. Kansas City, C. C. & St.
J. Ry. Co., 228 3, W. 454, 286 Vo.
523.
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In Betz v. Columbia Telephone Co., (App.) 24 S. ¥W.
(2d4) 224, the Court said:

"To et at the true meaning of the
language of the staetute the court
must look at the whole purpose of
the act, the law &s it wes before
the engciment, end the change in
the law intended to be made."

The purpose of the whole Securities Act was to protect
the people of the State of Missourl from any fraudulent or
illegal practices or transactions. The 5000 bond was re-
quired to reimburse the people of the State of Missouri for
any fraudulent or illegal practices or transactions. If the
$5000 bond was not cumulative at each renewal, the bond in
a number of yeers would not be sufficient to cover any
frardulent or illegel practice of the dealer or salesmen.

This situation occurred in the case of lVeryland Casualty
Company v. Camilla Driemeyer, et =l., cited above,

59 C. J., at page 961, sets out the followling:

"In construing a statute to give
effect to the intent or purpose of

the legislature, the object of the
statute must be kept in mind, and

such construction placed upon it as
will, if possible, effect its pur-
pose, and render it valid, even
though it be somewhat indefinite. To
this end it should be given & reason-
able or liberal construction; and if
susceptible of more than one construc-
tion, it must be given that which will
best effect its purpose rather than
one which would defeat it, even though
such construetion is not within the
strict literal interpretation of the
statute, and even though both are
equally reasonable. Where there is no
valid reason for one of two construc-
tions, the one for which there is no
reason should not be adopted. The
legislature cannot be held to have in-
tended something beyond its authority
in order to qualify the language it
has used,” citing Betz v. Columbia
Telephone Co., (App.) 24 S. W. (24) 224.
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In the case of New Amsterdem Casualty Co. v. Hyde,
(Ore., 1934) 34 Pac. (2d) 930, and 35 Pac. (2d) 980, the
Court held cuch a bond as a continuing bond, and not a
separate bond for each period of registration which ended
each year. In that case the Blue Sky Commissioner had not
requested a new bond, but ellowed them to renew, as your

office is now doing.

Under the Securities lLaw of the State of Missouri,
Section 7724e provides:

"Seid commissiorer, under the direction
of the secretary of state, is hereby
authorized to meke sll nasedful rulss
and regulations, and from time to time
to smend and supplement the same, to
carry this chapter into full force and

effect.”

In conclusion, we will say thet in view of the purpose
of the Securities 4ct and the intention of the legislature,
this office is of the opinion that the Commiscioner may re-
quire a new bond for each renewal, under Section 7744 of the

Securities Act.

Respectfully submitted,

W. 4. BURKE,

Asslstant Attorney General.
APFROVED:
:. Eo inimﬁ,

(Acting) Attorney Genersal.
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