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MINNESOTA St. Paul, Minnesota 55101-2198
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v
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An equal opportunity employer
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Suite 1800

445 Minnesota Street

St. Paul, MN 55101-2134

Dear Mr. Kaisershot:

Attached is the Ligquidator’s third Quarterly Report in the Matter of the Liquidation of Minnesota
Surety and Trust Company, signed September 28, 2012. We are requesting that you file this
with the court on behalf of the Minnesota Department of Commerce.

Please let me know if you have any questions. Thank you for your assistance with this filing.

Sincerely,

Rick Theisen

Chief Examiner

Minnesota Department of Commerce
Rick. Theisen@state.mn.us
(651)297-4297

cc: Emily Johnson Piper
Wayne Johnson




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, 2012

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 “Commelce”) as liquidator of MSTC.

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

REPORT
1. Financial Statements

1. The Liquidator attaches hereto as Exhibit A the financial statement for MTSC as of June
30,2012.

I1. Notice and Claims

2. The Liquidator continues to receive completed proof-of-claim forms in advance of the
November 1, 2012 claims filing deadline.

3. On September 17, 2012 the Liquidator provided data to the Minnesota Insurance
Guaranty Association necessary for the review of a claim against a surety bond written in
Minnesota by MSTC.




4. 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.

IV.  Operations

5. Pursuant to the Court’s Order of August 8, 2012, the Liquidator has disposed of records
no longer useful to the Liquidator, As a result of the disposal of the records the
Liquidator was able to further reduce operational expenses by eliminating storage fees.

6. The Liquidator has posted the previous quarterly progress report and other relevant
documents to Commerce’s website.

Respectfully submitted,

MIKE ROTHMAN

Commissioner

Minnesota Department of Commerce
By his Special Deputy Liquidator

Rick Theisen

928/ 2019,

Date




Property and Casualty Companies

QUARTERLY STATEMENT

AS OF JUNE 30, 2012
OF THE CONDITION AND AFFAIRS OF THE

MINNESOTA SURETY AND TRUST COMPANY

NAIC Group Code NAIC Co. Code 30996 Employer's [D Number 41-0665921
Organized under the Laws of ~ Minnesota State of Domiclle  _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.0. 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.govicommerce/topics/enforcement/liquidations jsp
Statutory Statement Contact Rick Thelsen  (651) 297-4297
OFFICERS

(None-Company in Liquidation)

OTHER OFFICERS
None - Company In Liquidation)

DIRECTORS OR TRUSTEES
None - Company in Liquidation)

State of Minnesota
County of Ramsey } S8

The officers of this reporting entity being duly sworn, each deposs and say that they are the described officer of sald reporting entity, and that on the reporting perlod staled above, all of the
hereln described assels were the absolute property of the of the sald reporting entity, free and clear from any llens or clalms thereon, except as hereln stated, and that this statement,

togather with refaled exhiblts, schedules and explanations thereln contalned, annexed of referred to, Is a full and true statement of all the assels and flabiliies and of the condition and affalrs
of the sald teporting enity as of the reporting perlod stated above, and of its Income and deductions there from for the perlod ended, and have been completed In accordance wilh the NAIC
Annual Statement Instructions and A ting Practices and Procedures manual except to the extent thal:; (1) state law may differ; or, (2) that stale rules or regulalions require differences in
reporting not ralated lo accounting practices and procedures, according to the best of thelr | tion, knowledge and bellef, respectively, Furlt , the scope of this attestation by the
described officers also Includes the related carresponding electronlc fiing with the NAIC, when requlred, that ls an exact copy (except for formatling differences due to electronic fillng) of the
enclosed t. The el lo filng may be requested by various regulators in lieu of or In addition o the enclosed statement.
(1

S04 21, 20/2.. ¢

4 Rick Theisen

Chief Examiner, Special Deputy Liquidator




STATEMENT AS OFbJUNE 30,2012 OF THE MINNESOTA SURETY & TRUST COMPANY

ASSETS

Current Year
Net Admitted
Assets | Decemnber 31
(Column 1 | Prior Year Net
Nonadmitted minus Admitted
Assets Assets Column 2) Assets
1 Bonds 1,350,728 1,350,728 1,600,717,
2 Stocks:
2.1 Preferred stocks
2.2 Gommon Stocks
3 Mortgage loans on real estate:
3.1 First Liens
3.2 Other thap first liens
4 Real estate )
4.1 Properties occupied by the company
4.2 Properiies held for the production of income (lass $ encumbrances)
4.3 Properties held for sale (less $ encumbrances)
5 Cash (553,492 , Schedule E -Part 1), cash equivalents (3, Schedule - Part 2) 366,575 366,575 343,118
6 Contract loans
7 Derivates
8 Other Invested assets
9 Receivable for securities
10 Securities lending reinvested collateral assets (Schedule DL)
11 Aggregate write-ins for invested assets
12 Subtotals, cash and invested assts {Line 1 through Line11) 1,717,303 0| 1,717,303 1,943,835
13 Title plants lesss charged off (for Title insurers only)
14 Investment income due and accrued 10,367 10,367 14,854
15 Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection 26,950 26,950 0 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 76,000 76,000 0 0
19 Guaranty funds receivable or on deposit
20 Electronic data p ing equipment and software
21 Furniture and equipment, |nclud|ng health care delivery assets ($ )
22 Net adjustment in assets and iiabilities due to foreign exchange rates
23 Receivables from parent, subsidiaries and atfiiates
24 Health care (§ ) and other amounts receivable
25 Agaregale write-ins for other than Invested assets 2,493 2,493 7,162
Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell
26 Accounts (Line 12 fo Line 25) 1,833,113 102,950 1,730,163 1,965,851
27 From Separate Accounts, Segregated Accounts and Protected Cell Accounts
28 Total (Line 26 and Line 27) 1,833,113 102,950 1,730,163 1,965,851
DETAILS OF WRITE-INS
1101
1102
1103
1198 Summary of remaining write-ins for Line 11 from overflow page
1199 Totals (Lines 1101 through 1103 plus 1198){Line 11 above)
2501 Cash Surrender Value Life Insurance 2493 2,493 7,162
2502
2503
2598 Summary of remaining write-ins for Line 25 from over flow page
2599] Totals (Lines 2501 through 2503 plus 2598)(Line 25 above) 2,493 2,493 7,162

Page 2




STATEMENT AS OF MARCH 31, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS

Qiat,

1
Current
t Date

2
December 31,
Prior Year

1 Losses

90,537

90,637

2 Reinsurance payable on paid losses and Joss adjustment expenses

3 Loss adjustment expenses

15,843

15,843

4 Commissions payable, contingent commissions and other similar charges

1,630

630

§ Other expenses (excluding laxes, licenses and fees)

281,796

200,851

6 Taxes, licenses and fees {excluding federal and foreign income taxes)

25,050

25,050

7.1 Current federal and foreign income taxes (including $ on realized capital gains (losses)

7 .2 Net deferred tax liability

8 Borrowsd money

191,633

195,091

9 Unearned premiums

30,875

30,875

10 Advanced premium

11 Dividends declared and unpaid:

11,1 Stockholders

11.2 Policyholders

12 Ceded reinsurance premiums payable (net of ceding commissions)

13 Funds held by company under reinsurance freaties

14 Amounts withheld or retained by company for account of others

329,038

329,038

15 Remittances and items not allocated

16 Provision for relnsurance

17 Net adjustments in assels and liabilities dus to foreign exchange rates

18 Drafts outstanding

19 Payable fo parent, subsidiaries and affliates

112,151

112,151

20 Derivatives

21 Payable for securities

22 Payable for securities lending

23 Liability for amounts held under uninsured plans

24 Capital notes $ _and interest thereon $

25 Aagreqate write-ins for liabilities

26 Total liabiiities excluding protected cell liabilities (Line 1 through Line 25)

1,078,553

1,001,066

27 Protected cell liabilities

28 Total liabilities (Line 26 and Line 27)

1,078,553

1001 066

29 Aggregate write-ins for special surplus funds

30 Common capital stack

500,000

500,000

31 Preferred capital stock

32 Aggregate write-Ins for other than special surplus funds

33 Surplus notes

1,212,000

1,212,000

34 Gross paid in and contributed surplus

100,000

100,000

35 Unassigned funds (surplus)

{1,160,390)

{847,215

36 Less treasury stock, at cost:

361 Shares common (value included in Line 30 §

362 Shares preferred (value included in Line 31 $

37 Surplus as regards policyholders (Line 29 to Line 35, less Line 36) Page 4, Line 39
38 Totals (Page 2, Line 28, Column 3)

651,610

964,785

1,730,163

1,965,851

DETAILS OF WRITE-INS

2501

2502

2503

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

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

2901

2902

2903

2998 Summary of remaining write-ins for Line 29 from overflow page

2999 Toals { Lines 2901 through 2903 plus 2998) (Line 29 above)

3201

3202

3203

3298 Summary of remaining write-ins for Line 32 from overfiow page

3299 Tolals {Line 3201 through 3203 plus 3298) (Line 32 above)




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY & TRUST COMPANY

STATEMENT OF INCOME
1 2 Prior Yéar
Current Year | Prior Year Ended
fo Date fo Date December 31
UNDERWRITING INCOME
ect (Witer ] 8647 | 464571
umed (Wiitten § )
) 2880
)
- 283,283 484,571
DEDUCTIONS:
2 Losses Incumed (Current accident year $ )3
2.1 Direct (961) (6,843) 110,320
22 Assumed
2.3 Ceded
2.4 Net (961) (6.843)
3 Loss adjustment expenses Incurrad 300 14,301 (16,580)
4 Other undenwriting expenses Incurred 347,025 590,277 995,887
5 Aggregate wite-ins for underwriting deductions
6 Total undenwriting deductions {Lines 2 through 5} 345,403 597,825 1,089,627
7 Netlncoma of protected cells
8 Hetunderwriting gain {Joss) (Line 1 minus Line 6 +Line 7} (345,403] 314,542, 625,056 ]
INVESTMENT INCOME
9 Netlhvestment income earned 16,925 {18.553) ,282
10 s) loss cepital gans fax of § 1443 | 37 |
1k ain 59 +10) {17410 659
OTHER INCOME
42 Netgaln or (foss) from agents' or premium balances charged off
off$ )
11323 {35471)) 5,710
11,323 {35,471)) 5,710
pofioyhoders, after captlal gans tax and before el othe fedefal I AN I—
58 plus Line 11+ 15) (317,155 (367,123) (532,687}
{317, 365) 387,023
(317,155 (367,123) (532,687
964,785 1399076 | 1,399,076
(317,155) {367,123)) (532,687)
1834
{1,000}
3980 308 96,579
PX3i]
Change of et (e 22 Broigh e 37) ¥ Y )
30 Surphus as regards policyholders, as of statement date (Lines 21 plus 38) 651,610 1,034,095 964,785
§ DETAILS OF WRITE-INS
501
502
503
598 Summary of remalning write-lng or Line § from overflow page
599 Totals (Line 0561 through Line 0503 plus Line 0598) (Line § sbove) - - 96,478
1401 Fiduciary Fees 1468 18,508
1402 Auction Proceeds 9855 .
1402a Fi (85,076}
1403 9
1408 -~
1499 Te 1323 {36:471) -
3701 Prlor Year Adustments 2817
3702
3703
3788 Summary of remaining vt 1037 f o page
3799 Totals (fine 3701 throug! plus Lin ) (Ling 37 above) - - 2817




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

CASH FLOW
3
1 2 Prior Year
Current Year | Prior Year to Ended
to Date Date December 31
 Premiums collected net of relnsurance 9 78,666 402,930
Net investment income 16,925 {17,956) 52,255
iscellaneous income 11,323 (11,116) 5,710
4 nes 10 3) - 28,248 49,504 460,895
5|Benefit and loss related payments (661) 4,480 4,744
6{Net transfers to Separale Account, Segregated Accounts and Profected Cell Accounts
7|Commissions, expenses paid and aggregate write-Ins for dedustions 307,346 199,389 479,541
8|Dividends pald to policyholders
9|Federal and foreian income faxes paid {recovered netof $...........tax on capital
19ains (losses
10{Total (Lines 5 through 9) 306,685 203,869 484,285
14[Net cash from operations (Line 4 minus Line 10) (278,437)|  (154,275) {23,390
12{Proceeds from investments sold, matured or repaid:
12.1 Bonds 251,000 256,153 204,495
.2 Stocks 27,144
.3 Morigage loans
24 Real estate
2.5 Other Invested assets
8 Net gains or (losses) on cash, cash equivalents and shortterm Investments
proceeds
X nt proceads (Lines 1210 12.7) 251,000 255,153 231,639
13|Cost of investment acquired long-term only): ;
.1 Bonds 147,613 245,892
.2 Stocks
3 Mortgage loans
.4 Real estate
5 Other invested assets
113.6 Miscellaneous application
.7 Total Investment acquired (Lines 13.1 fo 13.6) 0 147,613 245,892
14{Net increase (or decrease) in contract loans and premium notes
15|Net cash from investments {Lin minus Line 13.7 and Line 14) 251,000 107,540 (14,253)
Cash from Financing and Miscellaneous Sources
16|Cash provide (applied)
6.1 Sumlus noles, capital notes
6.2 Capital and paid In surplus, less treasury stock
.3 Boowed funds 9,156
4 Net deposits on deposit-type contracts and other insurancs iabilifies 329,038
.5 Dividends to stockholders
16.6 Other cash provided (applied) 3,980 40,487
17|Nef cash from financing and miscellaneous sources (Lines 16,1 through Lin inus Line 16,5 plus 3,980 49,643 329,038
Line 16.6)
RECONCILTATION OF CASH, CASH EQUILVALENTS AND SHORT-TERM INVESTMENTS '
18|Net change fn cash, ash equivalents and shortterm Investments (Line 11, plus Lines 15 and 17) (23,457 2,908 291,395
19|Cash, cash equivalents and short-term Investment
19.1 Beglnning of year 343,118 51,723 51,723
19.2 End of period (Line 18 plus Line 19.1) 366,575 54,631 343,118




STATEMENT AS OF JUNE 30, 2012 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 property and casualty insurer under Minnesota
Statutes 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 liquidation.

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 Naticnal 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 baif bond premiums on the net remittances method. As such, the difference between the
fes, 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 over the life of the insurance policy. Audit adjustments to premiums
are recognized in the pericd that the adjustment becomes known. Unearned premium reserves are established for
the portion of premiums billed applicable to the unexpired term of the premium.

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

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

Investments in fixed maturity bonds are recorded at amortized cost under the valuation standards of the National
Assoclation of Insurance Commissioners. No provision is made for temporary declines in market values below
amortized cost as the Company generally intends to hold these investments untit maturity and does not expect to
realize an 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 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 included in surplus.

Cash and short-term investments include demand and savings deposils 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, 2012 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 change. .

4, DISCONTINUED OPERATIONS
The Company was ordered into liquidation by the State of Minnesota on November 22,2011,

5. INVESTMENTS
During the period covered by these financlal statements, the Company had no mortgage loans, real estate loans,
debt restructuring, reverse mortgages, loan backed securifies or repurchase agreements.

6. JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
No change.

7. INVESTMENT INCOME
No change.

8. DERIVIATIVE INSTRUMENTS
No change.

9. INCOME TAXES
No change.

10, INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

First Hearlland owns 380,099 of the 500,000 issued and outstanding shares of Company capital comman stock.

First Heartland also holds surplus notes In the Company In the amount of $215,000. The Company paid First Heartland
$3,900 n 2012 for rents and services provided. The Company had no management or service contract to cover these
payments.

The Company made payments of $690 fo Plunkelt & Associates , an afflliated law firm, for services rendered to the Company
during the first quarter of 2012,

11.DEBT

As of June 30, 2012, the Company had the following secured and unsecured notes payable:
1) Promissory note payable to First Heartland in the amount of $191,633.

2) Demand note payable to a principal of the Company In the amount of $112,151,

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 not a party to any leases.

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

17, SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES
The Company repald a secured loan to a local finantal institution in the amount of $3,191 during the first quarter.

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

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

20, FAIR VALUE MEASUREMENTS
Bonds: Fair values for bonds are determined using quoted market prices from an orderty market
at the reporting date for those or similar investments.
2012 Statement Value 2012 Fair Value
Bonds: $1,350,728 $1,353,501

6.1




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

NOTES TO FINANCIAL STATEMENTS

21, OTHER [TEMS
No Change

22, EVENTS SUBSEQUENT
No change.

23. REINSURANCE
No change.

24, RETROSPECTIVELY RATED CONTRACTS
No change.

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

26.INTERCOMPANY POOLING ARRANGEMENTS
No change.

27. STRUCTURED SETTLEMENTS
No change.

28, HEALTH CARE RECEIVABLES
No change.

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




STATEMENT AS OF MARCH 31, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

GENERAL INTERROGATORIES
Part 1 - COMMON INTERROGATORIES
GENERAL
1.4 Dld thereporting enfty experience any material quiring the fling of Disclosure of Materlal Transactions vith the State of
Domiclle, asrequired by the Model Act?

12 [fyes, has the reportbeen Bled with the domicTiary stale?

2.1 Has any change been made during the year of this statsmentin the charter, by-aws, arfickes of incorporation, or deed of setfement of the
reporfing enfity?

22 Ifyes, date of change:

3 Have there been any substangal changes in the organizational chartsine the prior quarter end?
fyes, complets the Schedule Y- Part 1- organization af chart.

4.4 Has the reporting entity been a parly fo a merger o consofidation during e period covered by this sfatement?

42 fiyes, provide the name of ently, NAIC Cémpany Code, and state of domicite {use two fetter stale abbreviation} for any entity thathas
ceased lo exist as result of the merger or consolidafion.

5 If the reporfing enfity s subjectto a agreement, including third-party admiy managing general agent(s), attorney-in
fact, or simifar agreement, have there been any significant changes regarding the terms of the agreement of principals Involved?

6.1 Stale as of what date the latest financlal examination of the reporting enfity was made or is being mads.

$2 Stale the as of date thatthe latest financial examination reporthecome avalable fom either the state of domicle or the reporfing entity. This
dala should be the date of e examined batance sheetand not fe date the report was completed of released.

623 Stale as of what fhe lalest inancial examinaton report become availsbls to ofer states or fhe public forn eifher the state of domicile o
the reporting entity. This fs the release dats or completion date of the examination reporl and notthe date of the examination (balance sheet
date).

8.4 Byvhat depariment or departments?
Minnesota Department of Commerce

65 Have all financial stalement adj vithin the latest fnanclal exami portbeen accounted o In a subsequent financial
stalement fled with Departments?

6.6 Have allof the recommendations within the latest fnanctal examinaton report been complied with

7.1 Has the reporting entty had any CerBficats of Authorily, Ecenses or registation (including corporate registaton, if applicable) suspended
7.2 Ifyes, give full information: The Company fs in fiquidaton and na longer witing business in any state.

8.4 Is the company a subsidiary of a bank holding company regulated by the Federal Reser\{s Board?

8211 }esponse 10 8.1 s yes, please identify the name of the bank holding company.

8.3 15 the Company affifiated with one o more banks, fhrifts or securifes frms?

84 Ifresponse to 8.3 s yes, please provide below the names and focation {city and stats of the mah office) of any afffiates regulated by a
federal regulalory services agency [Le. the Federal Reserve Board (FRB), the OFice ofthe Complroler of the Currency (OCC), the Fedsral
Deposit Insurance Corporation (FDIC) and the Securifes Exchange Commisslon {SEC) and Identify e affiate’s primary federal regutator,]

9.1 Are the senlor officers {principal executve officer, principal financlal officer, principal accounting officer of controlier, or persons performng:
(a) Honestand ethical conduct, including the ethical handng of actual or apparent conficts of Interestbetween personal and professional
relafionships: -

(b) Full falr, aceurate, tmety and fable disclosure in the peric ports required fo be filed by the reporting entity;
{c) Compliance with spplicable faw, rules
() The prompt inlernal reporfing of violatlons fo an appropriate person or persons identifed in the code; and
{e) Accountabilty for adherence fo fe code.
9.1 Hfthe response 1o 9.1 s No, please explain:

9.2 Has the code of ethics for senlor managementbeen amendad?
9.21 [fthe response 1 9.2 Is Yes, provide the nature of any waiver(s).
FINANCIAL
10.4 Doesthe repc;fﬁng enfily report any amounts due Fom parent, subsidiarles of afifiates on Page 2 of this shlement?
102 Ifyes, Indicate any amounts recelvabls Som parentincluded in the Page 2 amount:

Yes ()

Yes ()

Yes ()

Yes()

Yes{)

Yes ()

Yes()

Yes()

No ()

1273172009

1273112009

0711512010

HNoQ

No

Yes (X)

Yes{}

Yes ()

Yes(X)

Yes )

Yes{)

No(X)

No{)

No {X)

No (O

No (X}

NA(X)

NARY

NoQ

No(X)

No (X)

No ()

No (%)

No ()




STATEMENT AS OF MARCH 31, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY
GENERAL INTERROGATORIES

INVESTMENT
114 Were any of the stocks, bonds, or ofrer assets of the reporfing enfty foaned, placed undaf opfion agreeme n, of otherwise made avafiable
for use by another person? (Excluds secuifes under securiies landing agreements.) . Yes) No (X)
112 [fyes, give hal and complete Information rehafing thereto:

12 Amount of eal estate and morlgages heldin ofher invested assets in Schedule BA: $0

144 Does the reporting enfity have any investments In parent, subsidiarles and afffates? Yes{) Mo (X}
142 Ifyes please complete the foflowing:

1421 Bonds

1422 Prefermed Stock

4423 Common Slock

14.24 Short-Term 'nvestments

1425 Mortgage Loans on Real Estate

14.26 Al Ofher

1427 Tota! Ivestmentin Parent, Subsidiarles and Affilates

14.28 Total Investment in Parentincluded in Lines 14.21 to 14.26 above

15.4 Has the reposting entity entered into any hedging transactions reported on Schedule DB? Yes () No (%)
152 Ifyes, hasa comprehensive description ofthe hedging program been mada avalable to the domiciiary stale? Yes () Ne

16 Exchudng flems in Schedule E- Part 3 - Special Deposs, real estate, mortgage loans and fvestments held éhyskaﬂy in the reportng
enfity's offces, vaults or safely depositboxes, were all slocks, bonds and ather securities, owned throughout the current year held pursuant
to 2 cuslodial agreemsnt with a qualified bank or tust company In accordanca with Section 1.1 - General Examinaton Considerations, F.

Outsourcing of Crifical Functions, Custodiat or Salekeeping Agreements of the NAIC Financal Condifion Examiners Handbook? Yes (X) No
16.1 For 1 that comply with the requ 15 of the NAIC Flnancial Condiion Examiners Handbook, complet the foloving:
Name of Cuslodian(s) Cuslodian Address
Welis Fargo Bank NA
US Bank NA

162 For ll agreement fhat do not comply with the requirements of the MAIG Financial Gondifon Examiners Handbook, corrplete fhe foflowing:
Name of Cuslodian(s) Cuslodian Address

16.3 Has here been any changes, including namme changes, In the cuslodian(s) Identified in 16.1 durlng the current quarter? Yes () No (X)
164 Ifyes,give full and complete informaton relating thereto:

165 Idently all bvestment adisors, broker/dzalers of Individuals acing on behail of broker/daalers that have access o the investmantaccounts,
handie securities and have authoriy to make Investments on behalf of the reporing enfly:

17.1 Have ali the fiing requl of the Purposes and Procedures Manuat of the NAIG Securities Valuation Office been followed? Yes (X} No Q)
17.2 Ifno, fistexceplons:




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND 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. If the reporting entity is a member of a pooling arrangement, did the agreement or the reporting entity's participation chang Yes () No ()
If yes, attach an explanation.

2. Has the reporting entity reinsured any risk with any other reporting entity and agreed fo release such entity from liability, in whole or in part
from any loss that may occur on the risk, or portion thereof, reinsured? Yes()
Ifyes, attach an explanation,

3.4 Have any of the reporting entity’s primary reinsurance contracts been canceled? Yes{)
3.2 I yes, give full and complete Information thereto

41 Are ény of the liabilities for unpaid losses and loss adjustment expenses other than certain workers' compensation tabular reserves
(see Annyat Statement Instructions pertaining to disclosure of discounting for definition of “tabular reserves,") discounted at a rate

of interest greater than zero? Yes ()

4.2 Ifyes complete the following schedule:

NA (X}

No {X}

No (X)

No (X)

Tota! Discount Discount taken During Period

1 2 3 4 5 6 7 8 9 10
Maximum Unpaid
Linc of Business| Interest {DiscountRate| Losses | Unpaid LAE | . IBNR TOTAL | Unpaid Losses | Unpald LAE IBNR

TOTAL

5. Operating Percentages
5.1 A&H 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()
6.2 Ifyes, please provide the amount of custodial funds held as of the reporting date $
6.3 Do you act as an administrator for health savings accounts? ' Yes({}
6.4 Ifyes, please provide the balance of the funds administered as of the reporting date. $

No (X}

No (X}




STATEMENT AS OF JUNE 30, 2012 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, 5101




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE D - VERIFICATION
1 2 Prior
Yearto Date | Year Ended
Bonds and Stocks December 31
1. Bookladjusted carrying value of bonds and stocks, December 31 of prioryear | _ | _ 1600717 | _ 1,788,425 |
2. Costofbonds and stocks acquired __ _ _ _ _ _ o ehemiao s 148,423 |
3. Accrualof discount _ _ oo o 3180
4, Unrealized valuation Increase (decrease) oo e e
5, Total gain (loss) ondisposals _ e
6. Deduct consideration for bonds and stocks disposed of _ ___ ____ ________._l... 251000 __ 338,724 |
7. Deduct amortization of premium _ _ i emnbaneaaa 60 ___ .53
8. Total foreign exchange change in book/adjusted carrying vallue | _ ..o
9, Deduct current year's other than temporary impairment recognizaed _ _ _ _______ | ____ .l ... ...
10. Book/adjusted carrying value at eand of current period (Lines 1+2+3+4+5-6-7+8-9) . | _ 1,350,728 1,600,717 ]
11, Deduct total nonadmitted amounts _ .. ._.__..
12, Statement value at end of current period (Line 10 minus Line 11) ’ 1,350,728 1,600,717
4

8101
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STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND 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

NONE

Schedule BA - Part 2

NONE

$103, 5104, $105, $106,5107, $108,E01,E02,E03




STATEMENT AS OF JUNE 30, 2012 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 - 8n. 1 - Footnote (a)

NONE

Schedule DB - Pt. B - Section 1

NONE

Schedule DB - Pt. 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




STATEMENT AS OF JUNE 30, 2012 OF THE MINNESOTA SURETY AND TRUST COMPANY

SCHEDULE E - PART 1- CASH
1 2 3 4 5 Book Balance at End of Each Monlh During Current Qu| 9

Amount of Amount of 6 7 8

Interest Interest

Received Accrued at

During Current

Rate of [Current Statement Second

Depository Location Interest |Quarter Date First Month | Month | Third Month
Sterling State Bank Austin, Minnesota 94,318 37,246 32,881 |xxx
Wells Fargo Minneapolis, Minnesota 132,782 4,455 4,455 1xxx
U.S, Bank Austin, Minnesota 252,484 252,484 | 252,484 |xxx
Home Federal Saving Bank Austin, Minnesota 76,554 76,554 76,554 |xxx
0199999 Totals - Open Depositories 556,138 370,739 ] 366,374 |xxx
0499999 Cash in Company's Ofice 200 200 200 Pxxx
0599999 Total 556,338 370,9391 366,574 |xx

EN
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