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State of Minnesota District Court
County of Ramsey Second Judicial District

62-CV-11-9400
In Re: The Matter of the Liquidation of
Minnesota Surety and Trust Company

QUARTERLY REPORT
MINN. STAT. § 60B.25

REPORT ON PROGRESS OF LIQUIDATION PROCEEDINGS

October 1, 2013

NOW COMES Mike Rothman, Commissioner of Commerce of the State of Minnesota, in his
capacity as the statutory and court-appointed liquidator of Minnesota Surety and Trust Company,
(“MSTC”) and for his summary of progress and current status of the MSTC liquidation
proceedings, states as follows:

1. The court placed MSTC in liquidation on November 22, 2011.

2. The court appointed the Commissioner of the Minnesota Department of Commerce
(hereinafter “Commerce”) as liquidator of MSTC.

3. MSTC, a Minnesota insurance company, was also licensed as a trust company and
actively administered a number of trusts.

REPORT
1. Financial Statements

4, The Liquidator attaches hereto as Exhibit A the financial statement for MTSC as of June
30, 2013.

II. Notice and Claims

5. The Liquidator is in the process of evaluating completed proof-of-claim forms submitted
prior to the November 1, 2012 claims filing deadline,
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6. The Liquidator is reviewing information submitted by some of the former agents of
MSTC for the release of the agent’s build-up-fund accounts,

Respectfully submitted,

MIKE ROTHMAN

Commissioner

Minnesota Department of Commerce
By his Special Deputy Liquidator

Rick Theisen

7127/ A°/3

Date
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Property and Casually Companies

QUARTERLY STATEMENT

AS OF JUNE 30, 2013
OF THE CONDITION AND AFFAIRS OF THE

MINNESOTA SURETY AND TRUST COMPANY

NAIC Group Code NAIC Co. Code 30996 Employer's ID Number 41-0665921
Organized under the Laws of  Minnesota State of Domiclle _Minnesolg

Country of domicile United States

Incorporated/Organized: August 28, 1945 Commenced Business: August 28, 1945
Statutory Home Office 85 7th Place East, Suile 500, St. Paul, MN 55101-2198
Main Administrative Office 85 7th Place East, Suite 500, St. Paul, MN 56101-2198
Mail Address P.O. Box 133, Farmington, CT 06034
Primary Location of Books and Records 85 7th Place East, Suite 500, St. Paul, MN 55101-2198
Internet Web Site Address http:/imn.qov/commerce/topics/enlorcement/liquidations.jsp
Statutory Statement Contact Rick Theisen  (651) 297-4297
OFFICERS

{None-Company in Liquidation)

OTHER OFFICERS
None - Company in Liquidation)

DIRECTORS OR TRUSTEES
None - Company in Liquidation)

State of Minnesote
SS
County of Ramsey
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Chief Examiner, Special Depuly Liquidator
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY & TRUST COMPANY
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY & TRUST COMPANY
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STATEMENT AS OF JURE 30, 2013 OF THE MINNESOTA SURETY & YRUST COMPARY

STATEMENT OF INCOME
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY & TRUST COMPANY
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Accounting Practices

Organization

Minnesota Surety and Trust Company (the Company) was incorporated and commenced operations on August 28, 1945,
under the Statutes of the State of Minnesota. The Company was a licensed properly and casualty insurer under Minnesola
Stalutes Section 60A.06. Effeclive November 17, 2011, the Company's Minnesota Certificate of Authority to operate as an
insurer was revoked  Effective November 22, 2011, the Company was ordered into liquidalion.

The Company is a majority owned subsidiary of First Heartland Surety and Casualty Services Company (First Heartland).
The Company was engaged in underwriting surety and bail bonds in the sates of Minnesota, North Dakota, Montana, Utah,
South Dakota and Colorado. The coverage on the surety and bail bonds was marketed to customers though a network

of independent insurance agents and brokers, The Company also provided trust services primarily to

individuals in Minnesota,

The financial statements have been prepared in conformity with the accounting practices prescribed or permitted
by the National Association of Insurance Commissioners and the Minnesota Department of Commerce.

B. Use of estimates in the Preparation of the Financial statements & Accounting Policy
The Company records bail bond premiums on the net remittances method. As such, the difference between the
fee, generally 10% of the bond, and the premium has not been recorded in these financial statements.

Premiums written are recorded on an annual basis to match the billing to the policyholder. Premiums on other

than bail bonds are earned on a pro rata basis aver the life of the insurance policy. Audit adjustments to premiums
are recognized in the period that lhe adjustment becomes known. Unearned premium reserves are established for
the portion of premiums billed applicable to the unexpired term of the premium.

Certain costs of acquiring new business, principally commissions premium taxes and other variable policy
issuance and underviriting expenses, are expensed when due.

Unpaid claim and settlement expenses are based on estimates of reported and unreported claims and related
seltlement expenses. The Company does not discount the reserve liability for future policy claims settlement
expenses.

Invesiments in fixed maturity bonds are recorded at amortized cost under the valuation standards of the National
Association of Insurance Commissioners. No provision is made for temporary declines in market values below
amortized cos! as the Company generally intends to hold these investments until maturity and does not expect to
realize an significant losses. f, however, a permanent impairment occurs in a security, the Company writes the
securily down to the new value, Short-term investments are recorded at cost, which approximates market.
Investments in common and preferred stocks are carried at estimated market values based on published market
quotations.

Realized gains and losses are computed based on specific identification of the cost of the securities sold
Unrealized gains and losses of common and preferred stock are inciuded in surplus.

Cash and short-term investments include demand and savings deposits at several financial institutions. At times
cash on deposit may exceed federally insured limils. For purposes of the statement of cash flows, the Company
considers all highly liquid investments with a maturity of one year or less, when purchased, to be cash equivalents,
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

2. ACCOUNTING CHANGES AND CORRECGTIONS OF ERRORS
No change.

3. BUSINESS COMBINATIONS AND GOODWILL
No chenge.

4. DISCONTINUED OPERATIONS
The Company was ordered inlo liquidalion by (ke State of Minnesola on November 22, 2011

5 INVESTMENTS
During ihe period covered by these linancial statements, the Company had no martgage loans, real aslate loans,
debt restructuring, reverse morigages, loan backed securitles or repurchase egresments,

6. JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
Na change.

7. INVESTMENT INCOME
No change.

8. DERIVIATIVE INSTRUMENTS
No change.

8. INCOME TAXES
No change.

10. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

First Heartland owns 380,099 of the 500,000 Issued and outslanding shares of Company capital common stock,
First Heartland also holds surplus noles in the Company In the amounl of $215,000.

There were no intercompany transaction In the first quarier of 2013,

11.DEBT
As of March 31, 2013 the Company hed the following secured and ur d noles payable:
1) Promissory note payable lo Sterling State Bank In the amount of $303,784

12 RETIREMENT, DEFERRED COMPENSATION AND POST RETIREMENT BENEFIT PLANS
No change.

13. CAPITAL AND URPLU, DIVIDEND RETRICTION AND QUAI-REORGANIZATION
No change.

14, CONTINGENCIES
No change

15. LEASES
The Company is nol a party to any leases.

16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OF F-BALANCE SHEET RISK
No change

17, SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES
None

18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS
No change

18. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/ADMINISTRATORS
No change

20. FAIR VALUE MEASUREMENTS
Bonds: Fair values for bonds are delermined using quoted markel prices from an orderdy market
al the reporiing dale for those or simliar Investments.
2013 Stalement Value 2013 Falr Value
Bonds: $9088.441 $1,060,206

61
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

21, OTHER ITEMS
No Change

22, EVENTS SUBSEQUENT
No change.

23. REINSURANCE
No change.

24, RETROSPECTIVELY RATED CONTRACTS
No changs.

25. CHANGES IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES
No change.

26, INTERCOMPANY POOLING ARRANGEMENTS
Na change.

27. STRUCTURED SETTLEMENTS
No change.

28. HEALTH CARE RECEIVABLES
No changs.

29, PARTICIPATING POLICIES
No change.

30. PREMIUM DEFICIENCY RESERVES
No change.

31. HIGH DEDUCTIBLES
No change.

32. DISCOUNTING OF LIABILITIES FOR UNPAID LOSSES
No change.

33., ASBESTOS/ENVIRONMENTAL RESERVE
No change.

34, SUBSCRIBER SAVINGS ACCOUNTS
No change.

35. MULTIPLE PERIL CROP INSURANCE
No change.

36. FINANCIAL GUARANTEE INSURANCE
No change.

6.2
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

GENERAL INTERROGATORIES
Part 1 - COMMON INTERROGATORIES
GENERAL
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

GENERAL INTERROGATORIES

INVESTMENT
Were any of the stocks, bonds, or other assels of the reporting enlity loaned, placed under oplion agreement, or olherwise
11.1 made avallable

for use by another person? (Exclude securities under securities lending agreements.) Yes ()
11.2 If yes, give full and complets information relating therelo:

12 Amount of real estate and mortgages held In other Invested assets in Schedule BA:

14.1 Does the reporting entity have any investments In parent, subsidlaries and affiliates? Yes ()
14.2 If yes please complete the following:

14.21 Bonds

14.22 Preferred Stock

14.23 Common Slock

14.24 Short-Term Investments

14.25 Morigage Loans on Real Estate

14.26 Al Other

14.27 Total Investment In Parent, Subsidlaries and Affiliates

14.28 Total investment In Parent included In Lines 14.21 to 14.26 above

15.1 Has the reporting entity enlered into any hedging transactions reported on Schedule DB? Yes ()
15.2 If yes, has a comprehenslve description of the hedging program been made available to the domiclllary state? Yes ()

Excluding ltems In Schedule E - Part 3 - Special Deposits, real estate, mortgage loans and investments held physically In

16 the reporting
entity's offices, vaulls or safety deposit boxes, were all stocks, bonds and ather securities, owned throughout the current

year held pursuant
to a custodial agreement with a qualified bank or trust company in accordance with Sectlon 1.1ll - General Examination

Considerations, F.
Outsourcing of Critical Functions, Custodial or Safekeeping Agreements of the NAIC Financial Condilion Examiners Handbook Yes (X)

For alf agreement that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the
16.1 following: -
Name of Custodian(s) Custodlan Address
Wells Fargo Bank NA
US Bank NA

For all agreement that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook,
16.2 complete the following:

Name of Cuslodian(s) Custedian Address
16.3 Has there been any changes, Including name changes, in the custodian(s) identified in 16.1 during the current quarter? Yes ()

16.4 If yes, give full and complete information relating thereto:

Idenlify all investment advisors, broker/dealers or individuals acting on behalf of broker/dealers that have access to the
16.5 Investment accounts,

handls securities and have authorily to make investments on behalf of the reporting entity:

17.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed Yes (X)
17.2 If no, list exceptions:

|

No (X)

No (X)

No (X)

No ()

$0
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STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

GENERAL INTERROGATORIES

(Responses to these Interrogatories should he based on changes that have occurred since prior year end unless otherwlse note.)

Part 2

PROPERTY & CASUALTY INTERROGATORIES

1, fthe reporting enlity is a member of & pooling arrangement, did the agresmant or (he reporting enlity’s pariicipalion chang Yes () No () NA (X)
Ifyes, attach an explanalion.
2 Has the reporting enlity reinsured any risk with any olher reporting entity and agresd to release such enlity from liabilily, In whole or in part
from any loss thal may ocour on the risk, or portion thereal, reinsured? Yes () No (X)
Ifyes, attach an explanation,
3.1 Have any of the reporting entity's primary relnsurance conlracts basn canceled? Yes () No (X)
32 Ifyes, give full and complete information therelo
4.1 Are any of he liabilities for unpaid lossas and loss adjustment expanses other (han cerain workers' compensation {abular eserves
(se8 Annual Stalement | ions pertaining to dlsct of di ing for definilion oi “tabular ") di lad at a rale
of inlerest greater than zero? Yas () No (X )
4 2 fyes complete lhe lollowlng schedule:
Tolal Discount Discount taken During Period
1 2 7] 4 § 6 7 8 9 10 1"
Maximum Unpaid
Line of Business| Inlarsst | DiscountRate| Losses | Unpaid LAE IBNR TOTAL | Unpaid Lossas | Unpaid LAE IBNR TOTAL
5 Operaling Percenlages
51 A&H loss percent %
5 2 A&H cosl containment percent %
53 A&H exp parcent ding cost k p %
6.1 Do you act as a custodian for health savings accounts? Yes() No (X}
6.2 If yes, please provide the amount of custodial funds held as of the reporting date $
6.3 Do you act as an edminisirator for heakh savings accounts? Yos() No (X)
6.4 If yes, please provide the balance of the funds administered as of the raporting dale $

7.2




62-CV-11-9400

STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE F-CEDED REINSURANCE

NONE

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

NONE

PART 1 - LOSS EXPERIENCE

NONE

PART - 2 DIRECT PREMIUMS WRITTEN

NONE

PART - 3 LOSS AND LOSS ADJUSTMENT EXPENSE RESERVCES SCHEDULE

NONE

SCHEULE A - VERIFICATION

NONE

SCHEDULE B - VERIFICATION

NONE

SCHEDULE BA- VERIFICAQTION

NONE

9, 10, 13, 14, 8101




62-CV-11-9400

STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE D - VERIFICATION

‘Bonds and Stocks

4, Unmalasdvavon ros (dacessa) _
5. Total galn {loss) on digsals

12, Stalemont valua at and of current period (Line 10 minus Line 11}

1 2 Prior Year

Year to Date Ended December 31
ERTAT] IR
I IS~}
I I T |
G I
[—— | EO—— |
sl ]
987,855 1,107,197

5101



STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity
Ouring the Current Quarter for all Bonds and Preferred Stack by Ratitw Class

4
Book/Adjusted
Canying Value
Beginning of
Curent Quarter

2

Acquisitions
During Current
Quarter

3

Dispositions
During Current
Quarter

4

Non-Tracing
Actvity During
Current Guarier

5
Book/Adjusted
Carying Value

End of First
Quarter

[

BookAdjusted
Carrying Value End
of Second Quarter

Bool/Adjusted
Carmying Value End
of Third Quarter

8
BookiAdjusted
Canying Vaive

December 31 Prior
Year

>
%
o
o

987,855

. ~otal Bonds

PREFERRED STOCK

14 Total Preferred Stock

15. Total Bonds & Preferred Stock

$102

00%6-L1-AD-C9
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62-CV-11-9400

STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

Schedule DA - ParT 1

NONE

Schedule DA - Verification

NONE

Schedule DB - Part A Verilication

NONE

Schedule DB - Part B Verification

NONE

Schedulo DB - Part C - Section 1

NONE

Sthedule DB - Part C - Section 2

NONE

Schedule DB Verification

NONE

Schedule E Verilication

NONE

Schedule A -Part 2

NONE

Schedule A - Part 3

NONE

Schedule B -Part 2

NONE

Schedule BA - Part 2

NONE

§103, 8104, $105, $106,5107, $108,E01,E02,E03




62-CV-11-9400

STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

Schedule BA - Part 3

NONE

Schedule D - Part 3

NONE

Schedule D - Part 4

NONE

Schedule DB - Part A - Section 1

NONE

Schedule DB - Pt. A - Sn. 1 - Footnote {n)

NONE

Schedule DB - Pt. B - Section 1

NONE

Schedule DB - PL. B - Sn. 1 - Footnotes

NONE

Schedule DB - Part D

NONE

Schedule DL - Part 1

NONE

Schedule DL - Part 2

NONE

Schedule E - Part 2

NONE

E03, E04, E05, E06, E07,E08, E09, E10




62-CV-11-9400

STATEMENT AS OF JUNE 30, 2013 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE E - PART 1- CASH
1 T 2 3 4 i} fha% Btaws ol End of Each Monlh During Curent ta{ 8
Amount of Amount of 6 7 8
Interest Interest
Recelved Accrued at
During Current
Rate of |Current Statement Second
Daposltory Location Interest |Quarter Date FirstMonth | Month [ Third Month
Storlng State Bank Ao, Minpesala___ || 7360 | 127412 | 127,385 uax
Wels Fargo _ Winneapolis, Minnesots | 03| 83| 3638 [
XXX
Sleriing State Bank - BUF Austin, Minnesola 179,001 | 179,001 | 179,001 [xx
0189999 Totals - Open Depositorlgs| 322,403 306,446 | 310,024 |xxx
0499999 Cash In Company's Office 200 200 200 Jexx
0599999 Total 322,603 | 306,646 | 310,224 [xxx

EN




Schedule Y

* Plunkett and Associates is owned by Peter
Plunkett (75%) and Warren Plunkett {25%)

00¥#6-11L-AD-29





