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, 2016

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 MSTC as of June
30, 2016.



II. Notice and Claims

5. 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.

6. The Liquidator is reviewing a claim submitted by the U.S. Immigration and Customs
Enforcement agency.

III.  Operations

7. On August 14, 2015 the Liquidator filed an application with the U.S. Department of
Justice for a limited release of federal claims in the liquidation of Minnesota Surety and
Trust Company. As of the date of this report the application was still pending.

Respectfully submitted,

MIKE ROTHMAN

Commissioner

Minnesota Department of Commerce
By his Special Deputy Liquidator

Kathieen Orth v
9,27, 20l

Date




Property and Casualty Companies

QUARTERLY STATEMENT

AS OF JUNE 30, 2016
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 Domicile ~ _Minnesota
Country of domicile United States
Incorporated/Organized: August 28, 1945 Commenced Business: August 28, 1945
Statutory Home Office 85 7th Place East, Suite 500, St. Paul, MN 55101-2198
Main Administrative Office 85 7th Place East, Suite 500, St. Paul, MN 55101-2198
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://mn.gov/commerceltopics/enforcement/liquidations.jsp
Statutory Statement Contact Kathleen Orth  (651) 539-1763
OFFICERS

None-Company in Liquidation

OTHER OFFICERS
None - Company in Liquidation

DIRECTORS OR TRUSTEES
None - Company in Liquidation

State of Minnesota
County of Ramsey } %8

Theofficers of this repoiting enlity being duly swom, each depose and say that Ihey are the describedofficer of said reportingentity, and thaton Uhe reporting period stated above, altof
{he herein described assels were U1e absolute property of the of the saidrepoiting entity, free and clear from any liens or claims Uiereon, except as herein stated, and that his stalement,
together wilh relaled exhibits, schedules and explanalions lherein conlained, annexed or referred to, is a full and true stalement of all the assels and kabiliies and of the condition and
alfairs of the said reporting entily as of the reporting period stated above, and of Ils income and deduclions there from for the period ended, and have been compleled in accordance vith
the NAIC Annuat Stalement tnstructions and Accounting Praclices and Procedures manuat except lo Uie extent hat:: (1) state law may differ; or, (2) that stale rules or regulations require
ditferences In reporting not related to ing practices and procedures, according to the best of their information, knowiedge and belief, respeclively. Furthermore, the scope of this
altestation by the described officers also includes the related corresponding electronic filing wilh the NAIC, when required, thatis an exact copy (except kr formatting differences due to
electronic fifing) of the enclosed statement. The electronic fiing may be requested by various regulalors In lieu of or in addition lo the enclosed statement.

815/ 2011 denl) . (h,

Kathleeh Orih 4
Chief Examiner




STATEMENT AS OFJUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

ASSETS

1 Bonds

Current Year

Assets

Nonadmitted
Assels

Net Admitted
Assets
(Column 1
minus
Column 2)

December 31
Prior Year Net
Admitted
Assets

580,811

580,811

704,789

2 Stocks:

2.1 Preferred stocks

2.2 Common Stocks

3 Morigage loans on real estate:

3.1 First Liens

3.2 Other than first liens

4 Real estate
4.1 Properties occupied by the company

4.2 Properties held for the production of income (less $ encumbrances)

4.3 Properties held for sale (less $ encumbrances)

5 Cash ($453,854, Schedule E -Part 1), cash equivalents (80, Schedule E- Part 2)

453,854

453,854

346,276

6 Contractloans

7 Dervatives

8 Otherinvested assels

9 Receivable for securifies

10 Securities lending reinvested coliateral assets (Scheduie DL)

11 Aggregale wirlle-ns for invesled assels

12 Sublotals, cash and invested assets (Line 1 through Line11)

1,034,665

1,034,665

1,051,065

13 Title plants less$ charged off (for Title Insurers only)

14 Investmentincome due and accrued

6,644

6,644

7,392

15 Premiums and considerations:

15.1 Uncollected premiums and agents' balances in the course of collection

88,133

88,133

0

15.2 Deferred premiums, agents' balances and Installments booked but deferred and
not yet due (including $§ earned but unbilled premiums)

16 Reinsurance:

16.1 Amounts recoverable from reinsurers

16.2 Funds held by or deposited with reinsured companies

16.3 Accrued retrospective premiums

17 Amounts receivable relating to uninsured plans

18.1 Current federal and foreign Income tax recoverable and interest thereon

18.2 Net deferred tax asset

19 Guaranly funds receivable or on deposit

20 Electronic data processing equipment and software

21 Furniture and equipment, including health care delivery assets ($ )

22 Net adjustment In assets and liabilities due to !meign exchange rates

23 Receivables from parent, subsidiaries and affiliates

24 Healih care (§ ) and ofhier amounts receivable

25 Aggregatewrite-ins for other than [nvested assets

100

100

100

26 Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell
Accounts (LIne 12 to Line 25)

1,129,542

88,133

1,041,409

1,058,557

27 From Separate Accounts, Segregated Accounts and Prolected Cell Accounts

28 Total (Line 26 and Line 27)

1,129,542

- 88,133

1,041,409

1,058,657

DETAILS OF WRITE-INS

1101

1102

1103

1198 Summary of remalning write-ins for Line 11 from overflow page

1199 Totals (Lines 1101 through 1103 plus 1198)(LIne 11 above)

2501 Assets reserved for the account of others

100

100

100

2502

2503

2598 Summary of remaining write-ins for Line 25 from overflow page

25991 Totals (Lines 2501 through 2503 plus 2598)(LIne 25 above)

100

100

100

Q02




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS

1
Current
Statement Date

2
December 31,
Prior Year

1 Losses

5,000

5,000

2fefmsuranco payable on pald losses and loss adjustment expenses

3 Loss adjustment expenses

1,630

1,6304

4 C lons payable, conli ¥ssions and olher simikar chaiges

§ Other expenses (exchiding taxes, bcenses and fees)

120,440

124,268

6 Taxes, Ecenses and fees (exckiding fedesal and foreign income taxes)

27,635

21,635

7 .1 Current federal and foreign income taxes ing$  on reaized capilel gains (losses)

7 .2 Nel defeired lax §abilty
8 Bomowed money

310,660

310,60

9 Unearned premiyms

4,205

4,205

10 Advanced prenium

11 Dividends declared and unpaid:

11.1 Stockholders

11.2 Policyholders

12 -€eded-reimsurance premiums payable (net of ceding )

13 Funds held by compeny under reinsurance lreaties

14 Amounts wilhhéld or retained by company for ecoount of others

84,914

95,034

15 Remiltances and ltems not allacated

16 Provision for reinsurance

17 Net adjustments In assels and labiities due to forelgn exch iales

18 Drafis cutstanding

19 Payable lo parent, subsidiaries and alfifates

20 Derivalives

21 Payable for secuiities

22 Payable for securities kending

23 Uabifity for amounts held under uninsured plans

24 Capital notes $  and Interest thereon $

25 'I_\.g_grega!e wiite-ins for Babilles
26 Tolal Eabifties excluding protecled cell Fabiities (Line 1 through Line 25)

554,573

568,522

27 Prolected cell fablities

28 Tolal Eabiftles (Line 26 and Line 27)

554,513

568,522

29 Aggregate waite-ins for special surplus funds

30 Common capilal stock

500,000

500,000

31 Preferred capital stock

32 Aggregale wite-ns for ollier (han special surphis funds

33 Suipls notes

1,212,000

1,212,000

34 Gross paid in and conliibuted surplus

100,000

100,000

35 Unassigned funds (surphis)

(1,325,164)

(1,321,965

36 Less lreasury stock, at cost:

36.1 Shares commo (value inchuided In Line 30 § )

36.2  Shares prefetred (vakse included In Line 31§ )

37 Surplus es regards poeyhoiders (Line 29 to Line 35, less Line 36) Page 4, Line 39
38 Tolals (Page 2, Line 28, Colurm 3)

486,836

490,035|

1,041,409

1,058,557}

DETAILS OF WRITE-INS

2501

2502

2503

2598 Summary of remainkig wite-Ins for Line 25 from overflow page

2599 Tolals (Lines 2501 through 2503 plus 2598) (Line 25 above)

2901

2902

2803

2998 Summary of remalning vaite-Ins for Line 29 from oveiflow page

2399 Tolals ( Lines 2601 through 2903 plus 2998) (Line 29 above)

3201

3202

3203

3298 Summay of remalning wiile-ins for Line 32 from oveiflow page

3299 Tolals (Line 3201 through 3203 phus 3298) (Line 32 above)

Qo3




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

STATEMENT OF INCOME
i 2 Prior Year
CumentYear | Prior Year Ended
to Date to Dale December 31
UNOERWRITING INCOME
1 Premiums eared:
1.1 Direct (Written $ ) - - -
T Assmed-{¥iritten § )
b OlE0 N )
1.4 Net (Wiitlen § )
DEDUCTIONS:
2 Losses Incurred (Current accident year § ) = -
2.1 Direct (iOO)l (300) {366)
2.2 Assumed
2.3 Ceded 1 |
2.4 Nel (100) (300) (900)
3 Loss adj | exp Incurred
4 Other undervriting expenses incurred . 15,212 10111 74,398
5 Aggregate wiile-lns for undeivating deductions
6 Total undervating deductons (Lines 2 through 5) 15,112 9811 73,498
7 Netincome of protected cells
8 Netondervaitng gaimfossy{Line 1 minus Line 6 +Line 7) 15,112 (9.81 1[‘ (73.498j
INVESTMENT INCOME
9 Net invesiment income eamed 11,913 6,297 25,013
10 Netrealized capital gains (losses) less capifalgains lax of §
11 Netinvestmentgain Gass) (Lines9+10) __________ = 1198 ..82T) 25013
OTHER INCOME
12 Nel gain or (foss) from agents' or premium balances chatped off
(amount received § amaunt charged off )
13 Fimance-and-sevicectharges not included in premiums
14 Agare 5
. and foreign income taxes (Lines 8 plus Line 11+ 15) ) 3.514) {48,485
17 Dividends to pofcyholders | )
18 Netincome, after dividends to pofcyholders, after capital galns lax and before all other federaland | (3.199)) (814 {48, 435)|
..._loceignincome taxes (Line 16 ninus Line 17) ] _41
19 Federatamd-foretgrincome taxes incurred——
20 Nl i e 22 (3199 (3.514)f (48,485}
CAPITAL AND SURPLUS ACCOUNT
21 Surplus as reqards p ders, December 31 prior year 490,035 620,385 538,520
22 Netincome (from Line 20) (3.199) (519 feerten)

otected Cell accounts
24 Change lapel 32ed cagilal galns.or flosses) less capital galns tax of §

25 a;ﬁge In netuveahzed rorefg_n exchange capilal gain (oss)

32 Capitaichanges
32.1 Paid In

32.2 Transfeired from surplus (Stock Dividend)
323 femed to surplus

33

331 Paldin__
33.2Transfered lo capital (Stock dividend)

3,3 Transferred from capital
34 Netrem lome Office
35 Dividends to slockhoiders

ile-Ins for galns and losses In surplus o
1  year (Line 22 through Line 37) “[.199) M)
22 [€J000 | A e 486,836 516,871

DETAILS OF WRITE:INS

501
5§02

503 = ~immim e o f o w e e o oners:
598 Summary of remaining wite-Ins for Line 5 from overflow page

599 Tolals (Line 0501 through Line 0503 plus Line 0598) (Line 5 above)

1401
1402
14023
1403

1499 Tolais {{ine 1401 throughline 1403 piusTine 1498) (Line 14 sbove) - -
3701

3799 Totals (iine 3701 through Line 3703 plus Line 3798) (Line 37 above) -

Qo4




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

CASH FLOW

3
1 2 Prior Year
CurrentYear | Prior Year lo Ended
lo Dale Date December 31
Cash from Operations
1]Premiums collected net of reinsurance
2|Net invesiment income 11,913 6,297 25,013
3|Miscellaneous income
4]Tolal (Lines 1 to 3) 11913 6,207 25,013
5|Benefit and lss related payments
6] Nel transfers to Separate Account, Segregated Accounts and Protected Cell Accounts
7{Commissions, expenses paid and aggregale wrile-ins for deductions 19,215 32,048 81,175
8|Dividends paid to policyholders
9|Federal and foreign income laxes paid (recovered nelof §............. lax on capital
Igains (losses)
10{Total (LInes 5 through 9) 19,215 32,048 81,175
11|Net cash from operations (Line 4 minus Line 10) (7,302 (25,751} (56,162}
Cash from Investmenls
12|Proceeds from invesiments sold, matured or repaid:
12.1 Bonds 125,000 - 3,000
12.2 Slocks
12.3 Mortgage loans
12.4 Real eslale
2 5 Other invesled assels
12.6 Net gains or (losses) on cash, cash equivalents and shorl-lerm investments
2.7 Miscellaneous proceeds
ds (LInes 12 to 12.7) 125,000 - 3,000
13| Cost of investment acquired (long-lerm only):
13.1 Bonds
13.2 Slocks
13.3 Mortgage loans
13.4 Real estale
13.5 Other invesled assets
13.6 Miscellaneous application
13.7 Total inveslments acquired (Lines 13.1 lo 13.6) - - -
14|Netincrease (or decrease) in contract loans and premium notes
15|Net cash frominvestments (Line 12.,8 minus Line 13.7 and Line 14) 125,000 - 3,000
Cash from Financing and Miscellaneous Sources
16|Cash provided (applied)
16.1 Surplus noles, capital notes
16.2 Capilal and paid in surplus, less treasury stock
16.3 Borrovied funds
16.4 Net deposits on deposit-type contracts and other insurance liabilities
16.5 Dividends to stockholders
16.6 Other cash provided (applied) (10,120) - (50,000)
17|Net cash from financing and miscellaneous sources (Lines 16.1 through Line 16.4 minus Line 16.5 plus Line 16.6) (10,120) - (50,000)
RECONCILIATION OF CASH, CASH EQUILVALENTS AND SHORT-TERM INVESTMENTS
18|Nel change in cash, cash equivalents and short-lerm Investments (Line 11, plus Lines 15 and 17) 107,578 (25,751) (103,162)
19|Cash, cash equivalenls and short-lerm investmenls:
19.1 Beginning of year 346,276 449438 449,438
453854 4735687 346,276

19.2 End of period (Line 18 plus Line 19.1)

Q05




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & 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 property and casualty insurer under Minnesota
Stalutes Section 60A.06. Effective 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 amajority owned subsidiary of First Heartland Surety and Casualty Services Company (“First Heartiand").
The Company was engaged in underwriting surety and bail bonds in the states of Minnesota, Noith Dakota, Montana, Utah,
South Dakota and Colorado. The coverage on the surety and bail bonds was marketed to customers though a network

of Independentinsurance agents and brokers. The Company also provided trust services primarily to individuals in
Minnesota.

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

The financial statements are prepared by the Receiver from information avallable to, known or estimated by the Recelver as
ofthe date of the Quarterly Statement. The Receiver makes no warranty as to the accuracy of the information or of the opinions
or evaluations contained in the Quarterly Statement and expressly disclaims any liability arising from the statements of fact,
evaluation or opinion contained In the Quarterly Statement. Assets reported in the Quarterly Statement do notinclude all possible
recoveries that may result from various legal and/or collection efforts. Fidelity/surety loss reserves are the Recelivers best
estimates of outstanding losses and loss adjustment expenses as of June 30, 2016. These estimates will continue

to be updated from time to time.

B. Use of estimates in the Preparation of the Financial Statements & Accounting Policy

The Company records ball 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 bllfing to the policyholder. Premiums on other
than bail bonds areearned on a pro rata basis over the life of the insurance policy. Audit adjustments to premiums
are recognized in the period that the adjustment becomes known. Unearned premium reserves are established for
the portion of premiums bllled applicable to the unexpired term of the premium.

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

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

Investments In fixed maturity bonds are recorded at amortized cost under the valuation standards of the National
Assaciation of Insurance Commissioners. No provision is made for temporaty declines in fair values below
amortized cosl, as the Company generally intends to hold these investments until maturity and does not expect to
realize any significant losses. if, however, a permanent impairment occurs in a security, the Company writes the
security down to the new value. Short-term investments are recorded at cost, which approximates fair value.
Investments in common and preferred stocks are carried at estimated fair 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 included 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 limits. 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.




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS
None.

3. BUSINESS COMBINATIONS AND GOODWILL
The Company was notinvolved In any business combinations during the period covered by these financial stalements.

4, DISCONTINUED OPERATIONS
The Company was ordered Into liquidalion by Ihe Slale of Minnesola on November 22, 2011.

5.INVESTMENTS
During the period covered by these financial statements, the Company had no morigage loans, real eslale loans,
debt restructuring, reverse mortgages, koan backed securilies or repurchase agreements.

6. JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
The Company had no Invesiments In joint ventures, partnerships or limited liability companies [hat exceeded 10%
of its admilled assels, during the period covered by Ihese financial stalemenls.

7. INVESTMENT INCOME
The Company did not exclude any Invesiment income due and accrued as of June 30, 2016.

8. DERIVATIVE INSTRUMENTS
The Company had no deivalive financial instruments during the period covered by these financial slalemenls.

9. INCOME TAXES
There were no Income taxes Incurred and all deferred lax assels were non-admitted as of June 30, 2016.

10. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

First Hearlland ovms 380,099 of the 500,000 Issued and outstanding shares of Company capital common stock.
First Heartland also holds surplus notes In the Company in the amount of $215,000. The Company had no

wrillen agreements for renlal of office space or services provided. There were no Intercompany transactions In lhe
second quarter of 2016.

11.0EBT

As of June 30, 2016, the Company had the folloving secured and unsecured noles payable:

1) Promissory notes payable lo First Hearlland Surety & Casualty Insurance Service Company In the amount of $193,516.
2) Demand nole payable lo Warren Plunkelt In the amount of $117,144.

12. RETIREMENT, DEFERRED COMPENSATION, POST EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES
AND OTHER POSTRETIREMENT BENEFIT PLANS

The Company was not a paily lo any retirement, deferred compensation, postemployment benefits or other poslrelirement
plans at June 30, 2016.

13. CAPITAL AND SURPLUS, DIVIDEND RESTRICTIONS AND QUAI-REORGANIZATION
The Company had 500,000 issued and outstanding shares of $1 par value capital common stock. The Company
has no authorized capital prefered stock.

The Company has $1,212,000 of outstanding surplus noles payable onty with the waltten approval of lhe
Minnesola Commissioner of Commerce.

14. CONTINGENCIES
The Company had no known contingent commllments, outside the normal course of business, as of June 30, 2016,
excepl potential contingencies arising from the liquidation proceeding of the Company.

15. LEASES
The Company Is not a parly lo any leases.

16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
The Company had no financiallnstruments with off-balance sheet risk as of June 30, 2016.

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

18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS
The Company has noInteresls In uninsured plans.

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/ADMINISTRATORS
No premiums were wrillen In the second quarer of 2016.

20. FAIRVALUE MEASUREMENTS
Bonds: Fair values for bands are determined using quoted market prices from an orderly market
al the repoiting dale for those orsimiar Investmenls.

Bonds: $580,811 $723,542

Qo6.1




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

21. OTHER ITEMS
C. Other Disclosures

Atached at the end of the June 30, 2016 Statement is an exhibit titled "Restatement of Liabilities by Priority".
This exhibit is forinformation purposes only and has been prepared by the Liquidator and has not been approved

by the Court.

22. EVENTS SUBSEQUENT
None.

23. REINSURANCE
None.

24, RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO REDETERMINATION

Not applicable.

25. CHANGES IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES
Reported Loss Reserves as of December 31, 2015, were $5,000. As of June 30, 2016, reported Loss Reserves
remained at $5,000, reflecting the estimated value based on the proof-of-claim forms filed in the liquidation. Additional adjustments

to Loss Reserves are possible prior to the closure of the liquidation.

Reported Loss Adjustment Expense (LAE) reserves as of June 30, 2016, were $0.
Additional adjustments to LAE Reserves are possible prior to the closure of the liquidation.

26. INTERCOMPANY POOLING ARRANGEMENTS
Not applicable.

27. STRUCTURED SETTLEMENTS
Not applicable.

28. HEALTH CARE RECEIVABLES
Not applicable.

29. PARTICIPATING POLICIES
Not applicable.

30. PREMIUM DEFICIENCY RESERVES
Not applicable.

31. HIGH DEDUCTIBLES
Not applicable.

32. DISCOUNTING OF LIABILITIES FOR UNPAID LOSSES
Not applicable.

33. ASBESTOS/ENVIRONMENTAL RESERVE
Not applicable.

34. SUBSCRIBER SAVINGS ACCOUNTS
Not applicable.

35. MULTIPLE PERIL CROP INSURANCE
Not applicable.

36. FINANCIAL GUARANTY INSURANCE
Not applicable.

Q06.2




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

GENERAL INTERROGATORIES
Part 1- COMMON INTERROGATORIES
GENERAL
1.1 Did therepoibing entity experience any material {i quiring e filingof Disch of Material Tr jons vith the Stata of
Domicile, as required by the Model Act?

Yes () No (X)

1.2 Ifyes, has the reportbeen filed viith tho domicikiary slate? Yes() No()

2.1 Has any change been made during the year of this stalement In the charter, by-laws, asfickes of incorporation, or deed of sett tofthe
roporting entily? Yes() No (X)
2.2 ifyes, date of change:

3 Have there been any subslantialchanges In the izational chart since the prior quarter end? Yes() No (X)
Ifyes, complete the Schedule Y- Part 1- jonal chart

4.1 Has tha reportng entity been a party to a merger or consofdation dwing the perlod covered by (hls slatement? Yes() No(X)

4.2 Ifyes, provide the name of entily, NAIC Company Code, and state of domicile (use two ketler slale ) for any ently that has
ceased to exist as result of the merger or consofdation.

§ If e reporting enlity Is subjecl o a management agreement, Inchuding third-parly administrator(s), managing general agenys), attomey-In
facl, or simllar agreement, have there been any significantchanges regarding the terms of the agreementof principats invoed? Yes() No() NA(X)
6.1 State as of whatdate tie latest financial examination of the reporfing entity v/as made or Is being made. 12/3112009

6.2 State the asof dale that the Iatest financial examination repost become available from either the stale of domicile or the reparting enfly. This

date should be the dale of Ihe exanined balance sheet and not the date the report wascomplted or released. 12/3112009

6.3 State as of vhatdate Fie fatest financial examination reporf besome available lo other states or the public kom either the stale of domicile or
thereporting entity. This|s the release dat ¥ date ofthe jon repostand not the daleof the examination (balance sheet 711512010

dale).

6.4 Bywhatdepatment or departments?
Me Department of C

6.5 Have all financial slatement adjustments vithin the latest financial InaGon report been d for in a subsequent fnanclal

slalement filed vith Deparfments? Yes() No() NA(X)

6.6 Have all of therecommendations within the latest financial examination report been complied vith? Yes () No() NA (X)

7.1 Has the reporting entity had any Certificate of Authoxity, licenses of reglstration (inchiding corporate registration, if applicable) suspended? Yes (X) No()

7.2 Ityes, glve ki¥information: The Company ceased writing all business In 2011. See Note 1A.

6.1 Is the Company a subsidlary of a bank holding company regulated by the Federal Resetve Board? Yes () No (X)

6.2 Ifresponse o 6.1 Is yes, please Identify the name of the bank holding company.

8.3 Isthe Company affiiated with one or more banks, thiifts or securifes fizms? Yes() No(X)

8.4 Ifresponse f0 8.3is yes, please provide beloy Ihe names and kecation (cily and stale of the main office) of any affifates regulated by a
federal regulalory sesvices agency fi.e. the Federal Reserve Board (FRB), the Office of e Complrolier of the Cutrency (OCC), the Federal
Deposit Insurance Corporation (FDIC) and the Securifies Exchange Commission (SEC) and Identify the affifate’s primary federal regulator.}

9.1 Ase the senlor officers (princlpal execubive officer, princlpal financial officer, principal accounting officer or controller, or persons perfosming: Yes (X) No()

(a) Honest end ethical conduct, Inchuding the ethical handkng of actual or apparent conlicls of Interest between pessonal and professional

relationshlps:
(b) Fun, faf, accurate, tmely and underslandabla disclosure i the periedic reports required to be filed by the reporting entity;

(c) Comptiance vdth appicableg 1ules and

(d) Thep { Ireporting of violations fo an approprlate person of p Identified In the code; and

(e) Accountabiity for adherence lo the code.
9.11 Ifthe response to 9.1 Is No, pease explain:

p— Yes () No(X)

9.2 Has Gie code of ethics for senjor tbeen

9.21 Ifthe responsa to 9.2is Yes, provide the nature of any vsaiver(s).
FINANCIAL

10.1 Does the reporting entity report any amounts due from parenl, subsldiaries or affiiates on Page 2 of this statement?
10.2 Ifyes, Indicate any amounts receivable fom parent Inchidod In the Page 2 amount

Yes() No (X)

Qo7




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

GENERAL INTERROGATORIES

INVESTMENT
11.1 Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made
available for use by another person? (Exclude securities under securities lending agreements) Yes ()

11.2 If yes, give full and complete Information relating thereto:
12 Amount of real estate and mortgages held In other Invested assels In Schedule BA:

14.1 Does thereporting entity have any Investments in parent, subsidiaries and affiliates? Yes ()
14.2 If Yes, please complete the following:

14.21 Bonds

14.22 Preferred Slock

14.23 Common Stock

14.24 Short-Term Investments

14.25 Mortgage Loans on Real Estale

14.26 All Other

14.27 Tolal Investment in Parent, Subsidiaries and Afflliates

14.28 Tolal Investment in Parent included in Lines 14.21 to 14.26 above

15.1 Has the reporting entity entered Into any hedging transactions reported on Schedule DB? Yes ()
15.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes ()

1 Excluding items In Schedule E - Part 3 - Special Deposils, real estate, mortgage loans and investments held physically In the
reporling enlity's offices, vaults or safety deposit boxes, were all stocks,bonds, and other securities

owned throughout the current year held pursuant to a custodial agreement with a qualified bank or trust company
In accordance with Section 1.1ll - General Examination Considerations, F. Outsourcing of Critical Functions,
Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes (X)

16.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

Name of Custodian(s) Custodian Address
Wells Fargo Bank NA Minneapolis, MN
16.2 following:
Name of Custodian(s) Cuslodian Address
16.3 Has there been any changes, including name changes, in the custodlan (s) Identified in 16.1 during the current quarter? Yes ()

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

16.5 !dentity all nvestment advisors, broker/dealers or individuals acling on behal ol broker/dealers that have access to the investment
accounts, handle securities and have authority to make Investments on behalf of the reporting
enlity:

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:

Q07.1

No (X)

$0

No (X)

No (X)
No ()

No()

No (X)

No()




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise note.)

Part 2

PROPERTY & CASUALTY INTERROGATORIES

1. Ifthe reporting entity is a member of a pooling arrangement, did the agreement or the reporting entity's participation change? Yes () No() NA (X)
Ifyes, attach an explanation.
2. Has the reporting entity reinsured any risk with any other reporting entity and agreed to release such entity from liability, in whole or In part
from any loss that may occur on the risk, or portion thereof, reinsured? Yes() No (X)
Ifyes, attach an explanation.
3.1 Have any of the reporting enlity's primary reinsurance contracts been cancelled? Yes() No (X)
3.2 Ifyes, give full and complete Information thereto
4.1 Are any of the liabilities for unpald losses and loss adjustment expenses other than certain workers' compensation tabular reserves
(see Annual Statement Instructions pertaining to disclosure of discounting for definition of "tabular reserves"®) discounted at a rate
of Interest greater than zero? Yes() No (X)
4.2 Ifyes complete the following schedule:
Total Discount Discount taken During Period
1 2 3 4 5 6 7 8 9 10 1
Maximum Unpaid
Line of Business|  Interest | DiscountRate| Losses Unpaid LAE IBNR TOTAL Unpaid Losses Unpaid LAE IBNR TOTAL
5. Operaling Percentages
5.1 A8H loss percent %
5.2 A&H cost containment percent %
5.3 A&H expense percent excluding cost containment expense %
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 repoiting date $
6.3 Do you act as an administrator for heallh savings accounts? Yes() No (X)
$

6.4 Ifyes, please provide the balance of the funds administered as of the reporting date.

Qo8




Schedule Y

Plunkett Famity Linda Plunkett Diane Plunkett Other Shareholders| Vlzarv-e;e Plun‘:':k
Foundation Wright Latham Less Than 5% on, Tr::tca
,39% .07% 0 .10
(12.39%) (23.07%) (23.07%) (.1%) (11.40%)
Peter Plunkett
R ble Trust
(29.96%)
First Heartland
Investment Anthony Trow PatriciaTrow Fayvilie Trow ?:: ;i::r;zoé:i: F:::;ﬁ::::‘d
Company (6.23%) (6.00%) (6.23%) (551%)
(100.0%) H
First Heartland
Surety & Casualty
Insurance Services
Company
(76.0198%)

Minnesota Surety
and Trust Company
(100.0%)

Surety Consultants,
Lc
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STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

PART 1- LOSS EXPERIENCE
1 | 3 ]
Curent Year ko Dale
Direct Premiums Direct Loss Prior Year lo Dale
Lines of Busi Eamed Direct Losses | Percenlage Direct Loss Percent:

1 Fite 0 0 0.0 0.0
2 Allied lines 0 0 0.0 00
3 Farmowners muliple petil 0 0 0.0 0.0
4 Homeowners multiple perit 0 0 0.0 0.0
5 Commercial multiple pesil 0 0 0.0 00
6 Mortgage guaranly 0 0 0.0 0.0
8 Ocean marine 0 0 0.0 0.0
9 Intand marine 0 0 0.0 0.0
10 Financial guaranly 0 0 0.0 0.0
14 Medical professional liability -occurrence 0 0 0.0 0.0
11.2 Medical professional liability -claims made 0 0 0.0 00
12 Eaithquake 0 0 0.0 0.0
13 Group accident and health 0 0 0.0 0.0
14 Credit accident and heallh 0 0 0.0 0.0
15 Other accident and health 0 0 0.0 0.0
16 Workers' compensalion 0 0 0.0 0.0
171 Other liability occurrence 0 0 00 00
17.2 Other liability-claims made 0 0 0.0 0.0
173 Excess Workers' Compensalion 0 0 0.0 0.0
18.1 Products liability-occurrence 0 0 0.0 0.0
18.2 Products fiability-claims made 0 0 0.0 0.0
19.1,19.2  Privale passenger aulo liability 0 0 0.0 0.0
193,194  Commercial auto Kability 0 0 0.0 0.0
2 Auto physical damage 0 0 0.0 0.0
22 Aircrafl (all perls) 0 0 0.0 0.0
23 Fidelity 0 0 0.0 0.0
24 Suiely 0 (100) 0.0 0.0
26 Burglary and thel 0 0 0.0 0.0
27 Boiler and machinery 0 0 0.0 0.0
28 Credit 0 0 0.0 0.0
29 Inlernational 0 0 0.0 0.0
30 Warranly 0 0 0.0 0.0

3 Reil - Nonptoportional A d Property XXX XXX XXX XXX

32 Rei - Nonproportional A d Liability XXX XXX XXX XXX

33 Rei - Nonpiopaitional A d Financial Lines XXX XXX XXX XXX
34 Aggregale wrile-ins for other lines of business 0 0 0.0 0.0
I?-S TOTALS 0 [L10] 0.0 0.0

PART 2 - DIRECT PREMIUMS WRITTEN
1 2 3

Lines of Business Cument Quarter Curent Year to Date Il_’rbrYearYeaf to Date
1 Fire 0 0 0
2 Allied lines 0 0 0
3 Faimowners multiple peril 0 0 0
4 Homeowners multiple peril 0 0 0
5 Commercial multiple peril 0 0 0
6 Mortgage guaranty 0 0 0
8 Ocean marine 0 0 0
9 Inland marine 0 0 0
10 Financia! guaranty 0 0 0
1M1 Medical prolessional liability 0 0 0
1.2 Medical professional liability -claims made 0 0 0
12 Earthquake 0 0 0
13 Gioup accident and health 0 0 0
14 Credit accident and health 0 0 0
15 Other accident and health 0 0 0
16 Workers' compensation 0 0 0
17.1 Other liability occurrence 0 0 0
17.2 Other liability-claims made 0 0 0
17.3 Excess Workers' Compensation 0 0 0
18.1 Products liability-occurience 0 0 0
18.2 Products liability-claims made 0 0 [1}
19.4,19.2  Private passenger aulo liabilty 0 0 0
193,194  Commercial auto Kability 0 0 0
21 Auto physical damage 0 0 0
22 Aircraft (all perils) 0 0 0
2 Fidelity 0 0 0
24 Surety 0 0 0
26 Buiglary and theft 0 0 0
27 Boiler and machinery 0 0 0
28 Credit 0 0 0
29 Intemational 0 0 0
30 Warranly 0 0 0

3 Reinsurance - Nonproportional Assumed Properly XXX XXX XXX

k7) Rel - Nonpropontional Assumed Liability XXX XXX XXX

33 Reil - Nonpropoitional A d Financial Lines XXX XXX XXX
K] Aggregale wite-ins for other lines of business 0 0 [1)
J35 TOTALS 0 0 0

Qi3




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

Q4

PART 3 (000 omitted)
LOSS AND LOSS ADJUSTMENT EXPENSE RESERYES SCHEQULE
1 2 3 4 5 6 7 8 9 10 11 12 13
Known Case| Known Case Prior Year-End| End IBNR
CurrenlYear| Currenl Lossand |Loss and LAE KnownCase | Loss and
Lossand | YearLoss LAE Reserves on Loss and LAE LAE Prior Year-End
LAE and LAE Reserveson|  Claims Reserves Reseives | Total Loss and
Prior Year- | PriorYear- | Tolal Prior | Payments | Paymenls |Tolal Currenl| Cfaims | Reportedor Developed | Developed | LAE Reserves
EndKnown | EndIBNR | Year-End | onClaims | onClaims | Yearloss | Repoiled | Reopened | QSDale |[TolalQSloss| (Savings) | (Savings)/ | Developed
Case Loss | Lossand |Loss and LAE|Reported as | Unrepotled | and LAE |and Open as| Subsequenl | IBNRLoss | and LAE Deficiency | Deficiency | (Savings)/
Yeais in Which Losses| and LAE LAE Reseives |of Prior Year| as of Prior | Paymenls |of Prior Year| lo Prior Year-] and LAE | Reserves (Cols. 447 |{Cols.5+8+ Deficiency
QOccumed Reseives | Reserves | (Cols. 1+2) End Year-End | (Cols. 4+5) End End Reserves || (Cols.7+48+9) | minus Col. 1) | 9 minus Col. | (Cols. 11+12)
1 2013 +Piior 124 0 124 0 0 0 27 0 0 27 0 0 0
2 2014 5 0 5 0 0 0 0 0 0 0 97) 0 97)
3 Sublofals 2014 +
Prior 5 0 5 0 0 0 0 0 0 0 0 0 0
4 2015 5 0 5 0 0 0 0 0 0 0 (5) 0 5
5  Sublolals 2015 +
Pilor 5 0 5 0 0 0 0 0 0 0 (5) 0 (5)
6 2016 XXX XXX XXX XXX 0 0 XXX 0 0 0 XXX XXX XXX
7 Tolals 5 0 5 0 0 0 0 0 0 0 ) 0 (5]
8  Piior Year-End
Suiplus As Col 11, Line7 |Col. 12, Line |Col 13, Line 7
Regards Policy- As % of Col. 1,{7 As% of  |As % of Col. 3,
holders 490,035 Line 7 Col. 2, Line 7 |Line 7
-100.0% 0% -100.0%
Col.13, Line 7
As a % of Col.
1 Line 8
0.0%




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

SCHEDULE F-CEDED REINSURANCE

NONE

SCHEDULET - EXHIBIT OF PREMIUMS WRITTEN

NONE

SCHEULE A - VERIFICATION

NONE

SCHEDULE B - VERIFICATION

NONE

SCHEDULE BA - VERIFICATION

NONE

Q9, Q10, QS101




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

SCHEDULE D - VERIFICATION

1 2 Prior Year
Bonds and Stocks Year lo Date Ended December 31
1. Book/adjusted carrying value of bonds and stocks, December 31 of prior year 704,789 705,745

2. Costof bonds and stocks acquired
3. Accrual of discount 1,022 2,044

4. Unrealizedvaluationincrease (decrease)

5. Total gain (loss) on disposals 0 0
6. Deduct consideration for bonds and stocks disposed of 125,000 3,000
7. Deduct amortization of premium 0
8. Total foreign exchange change in book/adjusted carrying vallue

9, Deduct current year's other than temporary impairment recognizaed

10. Book/adjusted carrying value at eand of current period (Lines 1+2+3+4+5-6-7+8-9) 580,811 704,789
11. Deduct total nonadmitled amounts

12. Statement value atend of current period (Line 10 minus Line 11) 580,811 704,789

QS101




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity
During the Current Quarter for all Bonds and Preferred Stock by Raling Class
1 2 3 ' 4 5 6 7 8
Book/Adjusted Book/Adjusted Book/Adjusled
Canying Value Acquisitions Dispositions Non-Trading | CanyingValue | Book/Adjusled Book/Adjusled Carrying Value
Beginning of During Current | During Current | Actvity During |  End of First | Carrying Value End | CarryingValue End | December 31 Pitor
Current Quailer Quarter Quarler Current Quarter Quarler of Second Quarler |  of Third Quarter Year
BONDS
1.Class 1 (a) 580,300 0 0 511 580,300 580,811 704,789
2.Class 2 (a)
3. Class 3 (a)
4. Class 4 (a)
6. Class § (a)
6. Class 6 (a)
7. Tolal Bonds 580,300 0 511 580,300 580,811 704,789
PREFERRED STOCK
8. Class 1
9. Class 2
10. Class 3
11. Class 4
12. Class§
13. Class 6
14. Tolal Preferred Slock
15. Total Bonds & Preferred Slock 580,300 0 511 580,300 580,811 704,789

Qs102




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

Schedule DA - Part 1

NONE

Schedule DA - Verification

NONE

Schedule DB - Part A Verification

NONE

Schedule DB - Part B Verification

NONE

Schedule DB - Part C - Section 1

NONE

Schedule DB - Part C - Section 2

NONE

Schedule DB - Verification

NONE

Schedule E - Verification

NONE

Schedule A -Part 2

NONE

Schedule A - Part 3

NONE

Schedule B -Part 2 & Part 3

NONE

Schedule BA - Part 2

NONE

QS103, QS104, QS105, QS106,Q5107, QS108,QE01,QE02,QE03




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & 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 (a)

NONE

Schedule DB - Pt. B - Section 1

NONE

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

NONE

Schedule DB - Part D, Section 1 & Section 2

NONE

Schedule DL - Part 1

NONE

Schedule DL - Part 2

NONE

Schedule E - Part 2 - CASH EQUIVALENTS

| - NONE

QE03, QE04, QEO6, QE07,QE08, QE0Y, QE10, QE11, QE13




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

SCHEDULE E - PART 1- CASH
2 3 4 5

1 Book Balance at End of Each Month Duting Current Quarter] 9
6 7 8

Amount of Amount of

Interest Interest

Received Accrued at

During - Current

Rale of {Current Statement Second

Depository Location Interest |Quarter Date FirstMonth |  Month Third Month
Slerling State Bank Austin, Minnesota N/A 0 0 66,242 63,580 63,387 xxx
Wells Fargo Bank NA Minneapolis, Minnesola 0.20% 116 45| 271,448 273,351 273,397 [xxx
Sterling State Bank Austin, Minnesota N/A 0 0] 116917 116,917 116,917 |xxx
0199999 Totals - Open Depositories 454,607 453,848 453,701 |xxx
0499999 Cash in Company's Office 153 153 153 |xxx
0599999 Total 454,760 454,001 453,854 |xxx

QE12




STATEMENT AS OF JUNE 30, 2016 OF THE MINNESOTA SURETY & TRUST COMPANY

NOTE 21C Exhibit:

Restatement of Liabilities by Priority

Priority | Priority | Priority | Priority | Priority Priority Priority Priority Priority Priority
2 4 43 4b 4c 6 7 8 9 10
Build-Up Interest Misc. Preferred
June 30, 2016 Fund Admin. Loss |Uneamed| Federal Residual on Subordinated| Ownership
Page 3 Accounts Costs | Claims |Premiums| Govt. | Wages | Classif. |Judaements|Claims Paid| Claims Claims
Losses 5,000 5,000
Loss adjustment expenses -
Commissions payable, contingent commissions and other similar charges 1,630 1,630
Other expenses (excluding taxes, licenses and fees) 120,440 26,445 3,176 90,819
Taxes, licenses and fees (excluding federal and foreign income taxes) 27,635 27,187 448
Borrowed money 310,660 310,660
Uneamed premiums 4,295 4,295
Amounts withheld or retained by company for account of others 84,914 84,914
Total Liabilities 554,573 84914 | 26,445 5,000 4,295 - 3.176 430,296 - - 448 -
Surplus Notes 1,212,000 | -] -l -1 - - | - - - -1 - | 1212000 |
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