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SECURITIES ACT : Bond of dealer and salesmen. · 

October 13 , 1937 . 

Honorable Russell Maloney , 
Commi ssioner of Securities, 
J efferson City , l i ssouri. 

Dear Sir: 
• 

This is to acknowledge r e ce i pt or your l etter or 
October 5, 1937, in which you re~uest the opini on of this 
department r elative to t he bond reQuired by Se ction 7744, 
R. s . ~o . 1929. Your lett9r is as follows: 

" Section 7744 Revised Statut es of 
Vissouri 1929 re~uires that every 
applicant having a license to engage 
i n the business as dealer s in 
securities , file a bond , ' in the 
sum of f ive thousand dollars ( 5 , 000 ) 
running to t he people of t he state or 
Mi ssouri in s uch form as the com
mi s s ioner may de s i gnate, such bond to 
be conditioned upon the fai thful 
compliance with t he p rovis ions of 
this act by said dealer and by all 
salesmen registered by him while act
ing for him. · s~ch bond shall be 
execut ed as surety by a surety company 
havi nB a net worth of not less than 
$1,000 , 000 and authorized to do 
business i n t his state.' 

"The same section further provi des 
t hat every regi stration under this sec
tion shall expire on t he 31st day or 
Decewber i n each year , but t hot a new 
registration for t he succeedi ng year 
shall be gr anted upon application and 
payment oi' the fee, ' without filing ot 
further statements or furnishing any 
further information, unless specifically 
requir ed by the Commissioner. • 
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"In the past it has been the practice 
or this department to permit the 
dealers registr~tion to be granted for 
such succeeding years and t he bond 
approved wherein the bonding company 
filed with t his depart ment a continua
tion certificate of the bonding company 
of the preceding year . It \tas our 
opinion that the bondi ng company was 
liable in t he sum of f ive thousand 
aollars {$5 , 000) for each year. Upon 
t hi s already being t aken to court it was 
decided that the bonding company was 
liable only for ~5000 in the aggregate . 
Upon t he stat ement of this department 
t hat we would req_uire a new bond to be 
filed each year , there arose certain 
difficulties to that plan. 

" We, t herefore respectfully request an 
opinion from your office as t o whether 
or not the department must require from 
dealers in securities a bond of ~5000 
each year or whether t he law contempl a ted 
only t hat the dealer post a ~5000 bond 
vmich would continue for t he entire time 
of his license wit h t his department . " 

According to your l etter, the main question you de
sire to det ermine i s whether or not, under Section 7744, 
R. s . llo . 1929 , you should require a new bond on each 
registra t ion. In a r ecent case , Maryl and Casualty Company, 
a corporation v. Cami l l a Driemeyer , et al. , decided in the 
United Stat es Di strict Court f or t he ~astern Division of the 
:..astern Judicial District, Cause No. 11683 (quoting from 
memorandum of the Court), t he Court s aid: 

"The questions to be decided are, 
first, did t he r enewal certificates 
only continue in force t he original 
bond or wer e they the assumption of a 
new liability, and second , is the plain
ti:f:f' liable for intet·e s t on the amount 
of the bond from t he date when the 
def a lcations of t he principal were 
discovered. 
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"The contract of the parties is 
clear~ The plaintiff agreed , by 
express words i n the continuation 
certificates, to be bound in t he sum 
of ~5000 . The court cannot change 
t ho obligations of the parties 
even though it m&y oe true that the 
pla intiff company struck a hard bar
gain. It has been repeatedly held 
that a continuation certificate of 
this ki nd does not extend the 
surety' s liability beyond the penalty 
specified in the bond. Grand LoJge 
U. B. of F ., etc. v . !..ass . B. &. I ns . 
Co ., 25 s . :;. (2d ) 783; State v . :sew 
Amsterd~ Casu~lty Co., 236 Pac . 603; 
United ~tates Fidelity & Guaranty Co . 
v. First National danlt, 233 Ill. 475 , 
84 l'l • .E. . 670 . " 

In this case the court held that the continuation certificates 
each year on t he bond di d not create cumulative liability and 
did not create a new contract on each renewal, for t he reason 
that each renewal certific~te expressl y providea 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 tho 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 wa.e informed that t he maxi mum 
amount t hat could be collected under t he bond provided in the 
hCt was ~5000. This opinion was given your of fice previous 
to the filing of the case of ~aryland Casualty Compe~y v. 
Camilla Driemeyer, et al. 

The next question in point is whether or not a new 
bond is required after December ~1st of each year , when the 
insurer or dealer desires to renew his registration, in accord
ance with Section '1744, R. S. Uo. 1929. This section provides 
that after the commi3s i oner has received ~na ~ iled an applica
tion in writing from the dealer or salesman of certain 
securities, he shall require a bon~ of ¥5000 running to the 
people of the State of l issouri i n such form as the canmissioner 
may designate , such bona to be conditioned upon t he faithtul 
compli ance with the provisions of this act by said dealer and 
by all salesmen registered by him while actinv for him. 
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• 

As you notice, nothing i s sai d hny place in the section or 
.~ct c ncerning anything about the r enewal of the ~ bond. 
The s ection does set out how t he reg i s t ration may be renewed, 
~ut does not mention the bond i n connection with renewal . 
It says: 11 Applications for renewals must be made not l ess 
t han thirty ( 30 ) nor more than sixty (60) nays before the 
f irst day of t he ensuing y~ar, otherwise they shall be 
treated as orii inal applications. " I n the rene~~ t he sec
tion specifically says, "without filing of furt her s t atements 
or furnishing any further information , unless specifically 
required by t he commissioner." There io nothing said in 
t hi s connection a bout the bond . 

The same section provi des that , "every r egistration 
under this sect i on shall expir e on the 31st day or ueoember 
in each year, " but provides for renewal. Tht <.j_uestion now 
is , di d t he ~ on the 31st d~y of December expire or was 
it renewable, und what was the intention of t he Legislature 
i n setti ng t ._e e~piration da t e of t ho registra tion. 

In 59 c. J . , page 952 , it is said : 

'"l'he intention of the l egislature 
i s to be obta ined primarily from 
t he l anguage used in t he s tatute . 
The court must i mpartially and with
out bias revieH t he written wor ds of 
t he act , bein~ aided in their i nterpre
tation by the canons of constructi on . 
~,''here t he l anguage of a statute is 
pl a i n ~nd unambiguous , t her e is no 
occasion for construction, even though 
other meani ngs ~ould be found; and the 
court cannot indulge in speculation as 
to t he pr obable or possi ble qua lifica 
tions which mi ght have been i n the mind 
of t he legislature, but t he statute 
must be g iven effect according to its 
pl ain and obvious meaning ," citing 
Gendron v . D· .. i ght Chapi n t.. Co., (hpy . ) 
37 .;> . u. (2a ) 48&; Betz v . KWtsas City 
So . H. Co ., 284 S . ' • 455 , 314 LO. 
390; Grier v . Kansas City , G. c. & dt . 
J . Hy . Co ., 228 S. W. 454, 286 r o. 
523 . 
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In Betz v. Columbi a Telephone Co . , (~pp . ) 24 s . w. 
( 2d ) 224 , the Court sai d : 

"To get at t ho true meaning of the 
lan~.uage of t he statute t he court 
must look at t he tlhole purpose of 
t he act , the law as it we.s before 
t ho e~ctment , and the change in 
t he l aw intended t o bd made." 

• 

The purpose of t he whole Securities Act was to protect 
the people of the St ate or ! i ssouri rron any fraudulent or 
ille~al practices or transactions . The ~5000 bond was re
quired t o reimburne the peopl e of the St o.te of ~ i ssouri for 
any fraudulent or i l legal practices or transactions . I f the 
~5000 bond was not cumulati ve at each r enevn0. , the bond in 
a number of years t~uld not be sufficient to cover any 
fraudulent or illegal practice of the deuler or salesmen. 
This situation occurr ed in t he ce.se of 1 aryland Casualty 
Company v . Camilla ~riemeyer, et s l . , cited above . 

59 c. J ., a t page 961, set~ out t he folloldng : 

" I n construing a stat ut e to e i ve 
effect to t he intent or purpose of 
the legislature, t he ob ject or t he 
sta tute must be kept in mind , ~d 
such construction placed upon i t as 
will, if possible , effect its pur
pose, and r ender it valid , even 
though it be somewhat indefinite . To 
t hi s end it should be given a reason
able or liber a l const ruction; and i t 
susceptible of more than one construc
tion , it must be g iven that • hich will 
best effect its purpose r a t her than 
one which would defeat it, even though 
such construction is not \li thin the 
strict literal interpret~tion of the 
sta tute, and even though both are 
equally r easonable . ,,bere t here is no 
valid reason for one ot t wo construc
t i ons, the one tor which there is no 
reason should not be adopted . The 
legislature cannot be held to have in
tended something beyond its authority 
i n order to qualify the language it 
has used , " citing Betz v . Columbia 
relephone Co., (App . ) 24 ti •• (2d ) 224. 
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In the case of llow .Amsterdam Casualty Co. v . Hyde , 
(Ore ., 1934 ) 34 Pac . ( 2d ) 930, and 35 Pac . (2d) 980 , the 
Court he l d ·uch a bond as a continuinz bond, and not a 
s epara te bond f or each peri od of r egist rat ion ... hich ended 
each year. In th~t ca se the Bl ue Sky Commi s s i oner had not 
re(iues t ea. a ne'l bond, but e.ll o\fed t hem t o renew, as your 
off i ce i s now doing. 

Under the Securitie s L aw of t he St ate of 1 issouri. 
~ection 7724a pr ovi des : 

"Sai d commi s s i oner , under t he direction 
of t he secret ary of s t a t e , i s hereby 
author i zed to ~ake all n~edful rules 
and ret;,\llatlons , t1uu f r on. t i.II:.e t o t ime 
to amend and s up:pl c1:1ent t he .;;eme , to 
carr y t his chapt er into f ull force and 
ef f ect . " 

In conclusion, we wi ll s ay t ha t in vi ew of t he purpose 
of the Securitie s Act fu~d t he intention ot t ho Legi s lature , 
t hi s off i ce i s of t he opi ni on t hat t he Co~is~ioner may re
quire a new bond for each r enc\fal, under Section 7744 of t he 
Securiti es Act . 

Re~pectfully submitted, 

W. J . BUHKi! , 
Assistant -~ ~ttorney General . 

J . _bj . T .hYl..O .H , 
(Act ing ) Attorney Gener&l . 


