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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

Honorable Jno, Q. ¥cAdaas
Commissioner

Department of Banking
Austin, Texas

Dear Sir: - Opinion

Re: Permissibility qndex Article

6 of Chapter II of ¢
Bafiking

ths Regular Session of

s0¢

.00 payablzs to the

his sucpgsasor in office
of bhlanket form axeouted
aach anployee 0f ths Bank-

We wouldy 1ixe to know whether this statute
t blanket fora bond to be substituted
329 coverags in schedule form, . .

blanket form bond may be written for this
departaent, we would like to know the amount for
which sufh bond 8houd be made,”

The provision of the Banking Code olted in your
letter reads as follows:
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*The Commigsioner, the Deputy Commissioner,
the Departmental Txaminer, the Liquidating
Supervisor, and each examiner, assistant ex-
aminser, and speclial agent, the Building and
Loan Supsrvisor and each duilding and loan
sxaninser and each other offider and employes
apacified by the Commissionsr shall, beforae
entering upon the dutles of his office, take
an oath of offioe and make a fidelity bond «
in the sum of Ten Thousand Dollara ($10,000,00)
payable to the Governor Of the State of Texas,
and his successors in office, in individusl,
schedule or blaggst form, exeocutsd by a surety
appearing upon the list of approved sureties
acceptadble to the United Statea Covernment.
Any bond provided under this article shell be
on a form approved by the Finanace Commiaslion,
The premiams for such bonds shall de paid
out of the funds appropriated for the operation
ef the Banking Department.”{Fmphasis added)

As can readily de seen, the statute expressly
authorizes the use of a blanket form of bond, sudlect--
ag is the case whether $the bond be individusl, schedule
or blanket--to the requirement that the form of suoh
bond be approved by the Finanes Commission created by the
new Beiking Code, Your firat question is therefore
angwered in the affirmative,

Ths plain intendment of the above statute 13 that
a fidelity bond in the amount of 310,000 shall oover the
acts of each of the offisers and empioyees enumerated therein
80 that, 1n the evaent of the defalsation of any or all of
such persons, rscovery may bs had up %o this amoont for
sach of the e¢rring individuals, Stated differently, the
purposa of the statute is to proteot the 3Stats from the
malfessance of the persons named %therein to the axtent
of 310,000 for saoh such person, regardless of when such
malfsasance shall occur and regardless of the circamstancss
under which it shall take plaos,

The followlng examples will perhaps serve to
make this clear;

(a) Bither A or B or C alons embezzles $10,000 and
18 inmediately dstaoted,
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(b) A, B and C, acting in conocert or at thé same
tims, ::ch embezgle 310,000 and ars immediately
detacted, '

(¢} A embezzles $10,000 end his aot remains
undeteoted; B subsequently embezzlea s like amount
and he toco is unapprehended; C later is gullty of
like action, but at this time all three embezzle-
ments ars diacovered, '

In our opinion, the purpose of the statute was to
afford full and ocoamplete protection  to the Jtate in each
of the situations illustrated above, and in similar situations,

If a bond covsring A, B and C should be executed
only for the sum of 310,000, sach of auch persons would,
in one senss, bs corere& by a $10,000 bond, since a recovery
of this amount could bde had in the event that any one of
them should violate the conditions of the bond. Thas full
coverage would result in tha situation {llustrated in (a)
above, Moraeover, 1f A alons should embezzle 310,000 and
if this amount should be recovered oa the hond, & new dond
of $10,000 would be necessary Lo raplace the impaired
security and such new bond would ds available if 8 alona
or C alone should subseguently be guilty of like aotion,

However, it 18 apparent that such a bond would in
no way afford full proteotion ia the situations f1llustrated
in (b) and {o), for the maximum liability of the sursty of
such bond would be but 310,000 regardless of how many defal-
cations should scour and regardless of the extant thereof,
Thus, in {bd) and (6} the State soculd recovsr but 310,000
despite the fact that 1ts totel losses wars 330,000,

If we ooculd assumae that possidble malfeasors will
act singly and in gequence, with each suoceeding person
walting until his predecessor has been apprehended and
until the impalred security has again been bdullt up to
310,000, a dnd of this amcunt would oconform to the purpose
of the statats, Obvi usly, howsver, no such assumption
i3 tenable, To oare for situations of the type 1llustrated
in {b) and (e) abovs, and similar siltuaticns, it is necessary
that the bond ds one which covars each individual to the
extent of 310,000 regardless of whsn he acte and regardless
of the action of his fallows,
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3inoe we are not authorized to preacride the forma of
such bond, we do -0t here atteapt to state precisely what
the amount of such dond shall be, Perhaps it will de neces-
gary for ths smoudt of the dend to bs that anount whioch 1
obtained by aultiplying 110,000 by the number of persons to
‘be included in the bond, ©On the other Land, perhaps it will
ba ~osaible to obtain a bood whiow whilé Learing a feoy sasunt
of but §$10,000 or soms sum in sxosss thereof will noverthelsss
bs conditioned in such a way that the nscelgsary coveraze will
be obd¥alnad. Jonssguantly, we ars inable Lo glve a cadesoriocal
angwer Lo y-ur aseond question, However, in answer to susch
queation, you ars respectfully advisesd that the amoun$ of
the bond must de such that under the eonditiens thereof pro-
teotisn to the extent of 210,000 will in all ocirocumstancas de
aff~rded ths 3tate againat tle r£osaidls nisdeeds of sach
iadividual covsasred hy the. bhond,

Trusting that tha foregoing satligfactorily angwers
your inzuiriea, we are

. Yours very Sruly
. RF: 3, ]_Q43
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