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the same manner as the original members were appointed, in Jan-
uary of every Second year, conwnencmg in Jonwary, 1945. The
seventh member of said commission shall be the Commissioner of
Gonservation of the State of Minnesota. Vacancies on said Com-
mission shall be filled in the same manner as the original members
were chosen. All expenditures and projects made by the Com-
missioner of Iron Range Resources and Rehabilitation shall first
be submitted to said Iron Range Resources and Rehabilitation,
Commission which shall recommend approval or disapproval or
modification of expenditures and projects for rehabilitation pur-
poses as provided by this acl, and the method, manner and time -
of payment of @l said funds propos'ed to be dtsbursed shall be first
approved or dasapproved by said comunission. The commission
shall biennially make it’s report to the Governor of the Stale of
Minnesota and the State Legislature prior to the convening of
each regular session. The expenses of said comission shall De
paid by the State of Minnesota from the funds raised pursuant to
this act.

Said commission 158 hereby authorized and direcied to cause
te be made a study of high labor costs mining in the state of Min-
nesota and of the policy and plans for future development of low
grade ore, and to cooperate with and advise the Commissioner of
Iron Ramgg Resources and Echabilitation in the development of
the natural resources of the State of Minnesola,

Approved April 23, 1943.

CHAPTER 591—H. F. No. 1016,

. { Ny . :
An act relating to and.authorizing a deposit of nssets by cer-
tain investment companies with the state treasurér as security for
the payment of certain certificate obligations.

Be it enacted by the Legislature of the State of Minnesota:

Section 1. Definitions.-Subdivision 1. Unless the language
or context clearly indiecates that a different meaning is intended,
the following words, for the purposes-of this Aet, shall be given
the meaning subjoined to them.

Subdivision 2. ‘‘Company’ mecans a face amount ceriificate
company as defined by the Aect of the Congress of the United
States of America known and cited as the “Inveqtment Company
Act of 19407’ which has certificates outstanding, but to whieh
company subsection (e¢) of Scction 28 of said Act, relating to a
deposit of investments, does not apply, and which company is or
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kas been authorized to do business in the State of B-Iinnespta pur-
suant to sections 7771 to 7774, both inclusive, of Mason’s Minnesota
Statutes of 1927, as amended.

Yubdivision 8. “‘Treasurer’’ means the Treasurer of the State
of Minnesota in his official capaecity.

Subdivision 4. ‘*Commissioner’’ means the Commissioner of
Banks of the State of Minnesota in his official capacity.

Subdivision 5. *‘‘Liability’ wherever used in respeet of any
certificate or eertificates as of any time means the then amount
which the Company is obligated under the provisions of such cer-
tificate or certificates to pay in cash upon the surrender and ean-
cellation thereof, but if any certificate does not expressly provide
for deducting the amount of any loan or loans made upon the
security thereof, ‘‘liability’’ with respect of such certifieate shall
mean the amount the Company is obligated to pay under the pro-
visions thercof upon the surrender and cancellation of such cer-
tificate, less the amount of any such loan or loans.

~ Subhdivision 6. ‘¢ ’Assets’’ means cash and investment of the
kind made cligible for deposit by the provisions of this Act.

Subdivision 7. ““Value’’ when used in respect of any asset or
assets means the value Of such asset or assets, evaluated as pro-
vided by this act. .

Subdivision 8. “‘Certificate” means any certificate, invest-
ment contract or other security which represents an obligation on
the part of the Company to pay a stated or determinable sum or
sums at a fixed or determinable date or dates more than twenty-
four months after the date of issuance, in consideration of the pay-
ment of periodic installments of a stated ar determinable amount,
or any security which represents a similar obligation of the Com-
pany, the consideration for whiech was the paymen't of a single
lump sum.

Sec. 2. Deposit of securitieg by investment companies.—Any
company may, at its option, deposit and maintain with the Treas.
urer assets as collateral security for the payment by it of its lia-
bility under the certificates to be secured thereby as speecified in
section 3 hereof; provided that any company not organized under
the laws of the State of Minnesota may deposit and maintain with
the Treasurer assets as collateral security only for the payment of
its liability under certifieates issued to or held by residents of the
State of Minnesota,

If any company elects to make a deposit as herein authorized,
in respeet of such company the following provisions shall be ap-
plieable. '
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Sec. 3. Company shall deposit securities. -Subdivision 1.
The Company, if organized under the laws of the State of Minne-
sota, shall, snbject to the provisions hereof, deposit and maintain
with the Treasurer from time to lime as collateral security, assets
of the kind ecligible for deposit under the provisions of this Aect,
having an aggregate value at all times, evaluated as provided in
this Act, at least equal to 1009 of its then liability on all cer-
‘tificates outstanding in the United States, except as provided in
E\dxdivisi(;}xs 2 and 3 of this gection.

Subdivision 2. If the Company is at any time maintaining a
scparate deposit of assets in respect of certifieates liability as re-
quired by the statute of any state or by an order, regulation of
requirement of any state or of any official or agency thereof, or
otherwise, no asseis shall be deposited or maintained with the
I'reasurer hereunder in respect of the Company’s liability under
the certificates in respeet of which such separate deposit is then
being maintained, exeept in respeet of the excess of the aggregate
of the Company’s liability under such eertificates over the value
of the assets then heing maintained in such separate deposit, evalu-
ated as provided in this Act.

Subdivision 3. I the Company at any time has eonveyed any
real estate eligible for maintenance under the provisions of the
certificates secured by the deposit herein authorized, or any there-
of, acquired through the foreclosure of any mortgage, trust deed
or other similar security instrument or by conveyance in lien of
such foreclosure, 10 a corporate trustec or irustces as seeurity for
the payment of its liability under the certifieates sceured by the
deposit with the Treasnrer hereunder, under an agreement or
agreements approved by the Commissioner, the amount of the as-
sets required to be maintained with the Treasurer under subdivi-
gsion 1 of this section shall be redueed by the value of real esiate
held from time to time by such trustee or trustees, evaluated at
the amount of the unpaid principal of the defaulted loan at the
date of such foreclosure sale or of such conveyance or the hook
value of sueh real estate whichever is the lesser. Real estate shall
not be cligible as security hercunder except as provided in this sub-
division and upon writien authorization by the Commissioner.

- Subdivision 4. The Company, if not organized under the laws
of the State of Minnesota, shall, subject to the provisions' hereof,
deposit and maintain with the Treasurer from time to time as
collateral security, asscls of the kind eligible for deposit under
the provisions of the Act, having an aggregate value at all times,
evaluated as provided in this Aet, at least cqual to 100% of its then
liability on all ecrtificates issued to or held by residents of the
State of Minnesota. .
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Sec. 4. Securities eligible.—Except as otherwise provided
herein, assets deposited and maintained under Section 3 hereof
shall be cash and investments in first mortgages and first deeds
of trust on improved real estate, in «rovemment bonds state bonds,
municipal bonds, ebligations issued or guaranteed in whole or in
part by the Uniled States Government, or by a government char-
tered institution or agency and/or in asscts of the kind which
life insurance companies are now permitted by the laws of the
State of New York to acquire or hold, or any of them, and such
other assets as the Commlssmncr may approve as ehglbie for sueh
purposes.

Sece, 5. Valuation of securities.—Assets deposited and main-
1ained vnder section 3, for the purpose of determining compliance
therewith, exeept as otherwise provided in the Act, shall be valued
as follows:

Each bond, debenture and other security of indebtedness of
ke kind, acquired by purehase and not in default, if amply se-
cured, if purchased at par, at the par value, and if purchased
above or below par, on the hasis of the DLI['Lhdbt. price ad_]usted
sa as to hring the valuc to par at maturity and so as to yield in
ithe meantime the effective rate of interest at which the purchase

was made, provided that the purchase priee shall in no case be
taken at a higher figure than the actual market value at the time
of purchase, and, provided further, that the Commissioner shall
have full discretion in determining thé method of caleulating
vahlies according to the foregeing rule; preferred and guaranieed
stoeks upon which dividends are heing currently paid, at average
cost to the Company of each issue of such stocks; each contraet
for deed, cach mortgage, trust deed or other similar security in-
strument at the unpaid balance of the indebtedness secured thereby,
all other assets at their established market value or at their reason-
able value if the asset has no established market value.

See. 6. Exchange of deposits.—Suhbdivision 1.  Assets depos-
itedd with the Treasurer hercunder may be withdrawn at any time
by the Company, at its option, whenever other assets eligible for
deposit hereunder, of at least equal valite are substituted therefor,
and asscts may he withdrawn without such substitution, at the
option of the Company, to the extent of any excess over the aggre-
gale amount required to be maintained under section 3 hereof,
In the event of a withdrawal by substitution, the Treasurer shall
permit the withdrawals of any assets on deposit upon the filing
with him of a statement by one of the Company’s officers or by an
employee designated for such purpose in writing filed with the
Treasurer, stating that the value of the assets to be substituted is
_ at least cqual to the value of the assets to be withdrawn; and, in
the event of a withdrawal of exeess, upon the filing with him of a
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statement, exccuted as aforesaid, sialing the value of the assets
required by section 3 hereof to be maintained does not exceed a
stated amount and that the value of the asseis on deposit hercunder
is not less than a stated amount, the T'reasurer shall permit a
withdrawal of assets of a value not greater than the excess value,
if any, of assets on deposit over the amount reguired to be main-
tained, as shown by such statement, and the Treasurer may con-
elusively rely upon such statements.

Subdivision 2. Upon the withdrawal of any assct deposited -
with the Treasurer as provided in this section, the Treasurer shall
execute and deliver to the Company any and all instruments or
documents necessary or appropriate in the premises to revest in
the Company, or its nominee, such interest as he has therein by
reason of the deposit thereof pursuant to this Aet, and thercupon
such asset shall be discharged from any lien or inecumbrance aris-
ing from the deposit thercof with the Treasurer and the Treasurer
shall be relieved and discharged from all further linbility in re-
speet thereof.

Sec. 7. Company to collect income.—The Company shall be
entitled to collect, receive and retain the income from and/or pay-
ments made on any assets maintained with the Treasurer, exeept
as herein otherwise expressly provided; provided that the value of
maintained assets shall not at any time be less than the minimum
value required to be maintained under section 3 hercof. Inierest
coupons, if any, shall be surrendered by the Treasurer to the Com-
pany so long as it shall be entitled 1o reccive such interest here-
under not more than fifteen nor lesg than five days ])ll()] to their
respective maturities.

See. 8. Treasurer to keep assets in vault.—The Treasurer
shall keep the assets and any- documents or papers delivered into
his possession under this Aet in the vaulls provided by the state
for his official usge, except that he may keep sald assets, decuments
and papers elsewhere if in his opinion the available space in such
vaults now is, ar shall hereafter beeome, inadequate for such pur-
pose, or it for any other reason he shall deem it desirable or ex-
pedient so to do; provided (a) if assets consisting of stocks, honds,
debentures or other sceurities of like kind, payable to bearer or
negotiable by delivery, not secured as provided in (k) of this
proviso, or cash, are to be kept elsewhere than in the official vaults,
the Treasurer shall, subject to the approval of the Company, rent
~ one or more safe-deposit boxes of any bank, trust company or safe-
deposit company, under state or federal supervision, in which safe-
deposit box or bhoxes such assets, and any papers or documents re-
lating thercto, shall be kept by him, or he shall, with the Com-
pany’s approval, deposit the -same with any such bank or trust
company under » safekeeping or custodian agreement between
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such hank or trusl company and himself, and (b) if assets consist-
ing of mortgages, trust deeds or similar security instruments, or
evidenees of indebtedness secured by mortgages, trust deeds or
cther similar security instruments deposited with the Treasurer,
or any assets other than those within the purview of (a) of ‘this
proviso, are to be kept elsewhere than in the official vaulls, the
Company, upon the written request of the Treasurer, shall pro-
vide, subject to the approval thereof by the Treasurer, at its own
cost and expense, for his use, a vault or vaults equipped with suit-
able filing eabinets adequate for the purpose, in which such assets,
within the purview of (b) of this proviso, and any documents and
Ppapers relating to assets coming within the purview of (b) of this
proviso delivered into his possession, shall be kept, such vault or
-~ vaults to be under the execlusive supervision and control.of the
Treasurer and such employces as he may appoint for the purpose
of keeping and administering such deposit. If provision cannot be
made for the keeping of any assets to be kept elsewhere than in the
offieial vaults, with approval as hercin provided, the Treasurer
shall then provide suech faeilitics.

Assets, documents and papers of cach Company shall be kept
by the Treasurer segregated from all other assets, documents and
papers in his possession, eustody or control.

Sec. 9. Purpose of pledged assets.—Subdivision 1. Assets
maintained with the Treasurer hereunder by a Company organized
under the laws of the State of Minnesota shall constitute a pledge
only of such assets as collateral sccurity for the payment to hold-
ers of certificates, residing in the United States, of the cash pay-
ments provided in-such certificates, as and when the same he-
come due and payable according to the terms and conditions there-
of, subject to the provisions of this Act; provided, however, that
the holders of certificates in respect of wiheh a separate deposit is
being maintained as specified in subdivision 2 of section 3, shall be
entitled to participate in the deposit maintained hereunder, in
case of a general liquidation thereof, only after such separate de-
posit has been exhausted and after the holders of certificates se-
cured only by the deposit hereunder shall have received from the
deposit hereunder a percentage amount upon their eertificate obli-
gations equal to the pereentage amount received by the holders of
certificates in respect of which such separate deposit is main.
tained from such separate deposit, and shall thereafter participate
on an egual percentage basis in the residue of the deposit here-
under with certificate holders secured only by the deposit here-
under.

Slibdivision 2. Assets maintained with the Treasurer here.
under by a Company not organized under the laws of the State
of Minnesota, shall constitute a pledge only of such assets as col-
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lateral security for the payment to holders of certificates, issued
to or held by residents of the State of Minnesota, of the cash pay-
ments provided in such certificaies, as and when the same become
due and payable according to the terms and conditions thercof,
subjeet to the provisions of this Act,

Subdivision 3. The Company shall file specimen copies of all
certificates referred -to in subdivisions 1 or 4, of seetion 3, as the
ease may be, with the Treasurer, but no certificate shall be ex-
cluded from the security of the deposit by reason of the failure to
file a specimen thereof or by reason of having attached thereto or
included thercin riders, endorsements or other slight modlﬁcatlons
or additional provisions,

Sec. 10. Treasurer to maintain record.—The Treasurer shall -
maintain a record in ledger form of the assets maintained with
him by the Company, in which shall be eredited assets as and
when deposited with him from time to time and in which shall be
charged assets as and when withdrawn by the Company from time
to time, and the Company shall furnish the Treasarer with all
information neeessary and apprepriate to cnable him to maintain
such ledger.

See. 11. Mortgages—trust deeds—how deposited.—Subdi-
vision 1. A mortgage, trust deed or other similar security instru-
ment shall he deposited with the Treasurer, for the purposes of
geetion 3, by delivery of the same to the Treasurer, except as other-
wise provided in this secetion, together with the following instru-
ments:

(1) Any note or bhond secured thereby endorsed substan-
tially as follows: ‘ The within instrument is herchy assigned to the
Treasurer of the State of Minnesota, his sucecessors or assigns
under and pursuant to the provisions of Chapter , Laws 1943.7°

{2) An assignment of the mortgage, trust deed or other
similar security instrument in blank.

(3) An attorney’s opinion as to title, certificate or policy
issued by a title insurance company or a mortgagee’s duplicate of
the Torrens title certificate, stating, showing or insuring as of the
date thereof such mortgage, trust deed or other security instrument
to be a first lien upon the real estate described therein.

(4) Whenever the delivery of any security instrument to the
Treasurer is.required hy the fmegomg provistons of this section
and such instrument is on file pursuant to or is required to be filed
with a public officer by the statutes of any state, a copy of such
instrument, duly eertified by the officer with whom the original is
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filed to be a true copy thercof, may be delivered in licu of such
original instrument.

Provided, that whenever the Company is making a loan for
the improvement of rcal estate which loan is to be scenred by a
mortgage, trust deed or other similar security instrument, and the
moneys to he loaned and a duly exccuted mortgage, trust deed or
other similar security instrument have been deposited in escrow
with a bank, or trust company, under state or federal supervision
and regulation, the moneys to be disbursed by such bank or trust
company as the work progresses, the moneys remaining from time
to time in possession of such bank or trust company, and the
mortgage, trust deed or other similar security instrument shall be
decmed deposited with the Treasurer for the purposes of secction
-3 hereof, upon the delivery to him of an assignment of said moneys
and of said mortgage, trust deed or other similar security instru-
ment, subjeet to the escrow agreement, together with a receipt of
the bank or trust company duly acknowledging that it has such
moneys and the mortgage, trust deed or other similar seenrity in-
strument in its possession, without the delivery of the moneys and
the mortgage, trust deed or other similar security instrument to
the Treasurer. Any mortgage, trust deed or other similar security
instrument securing moneys loaned or to be loaned for the im-
provement of real estate, where such moneys are to he disbursed
as the work progresses, if duly recorded or deposited in escrow,
shall be deemed deposited with the Treasurer for the purposes of
section 3 hercot upon delivery to hin of an assignment thereof,
without delivery of such mortgage, trust deed or sceurity instru-
ment or other accompanying instruments speeified in this section.
Upon the consummation of any such loan, the mortgage, trust deed
or other similar sccurity instrument, duly recorded, and the other
accompanying instruments specified in this scction, shall be de-
livered to the Treasurer, subject to the provisions of the following
proviso. Such mortgage, trust deed or other similar security in-
strument shall be valued from time to time pending the eonsum-
mation of the loan at thethen amount of money disbursed on said
loan, as .shown by statements to be filed with the Treasurer from
time to time hy an exccutive officer of the Company or some em-
ployee or employees of the Company, designated by the Company
in writing filed with the Treasurer; and

Provided, further, that any mortgage, trust deed or other
similar seeurity instrument filed or to be filéd for record but not
yet returned and/or in respeet of which it is proposed to procure
a certificate or policy issucd hy a title insurance company and/or
insurance pursuant to the Federal Housing Act, shall be deemed
deposited with the Treasurer for the purposes of section 8 hereof
upon delivering to him an assignment thereof, together with such



a50 _ SESSION LAWS [Chap.

of the accompanying papers specified in this seetion as are then
available for delivery, without the delivery of snch mortgage, trust
deed or other similar security instrument. Upon the completion of
such recordation and return of the instrument and/or the pro-
curement of such certificate or poliey and/or the effecting of such
insurance, such mortgage, trust deed or other similar security in-
strument shall be forthwith delivered io the Treasurer, together
with such other withheld instruments. Upon the failnre to make
delivery of such mortgage, trust deed or other similar security
instrument and/or title certificate or poliey withheld within 120
days after the assignment of said asset, or in respect of a eon-
strizetion loan as specified in the first proviso, after the consum-
mation of such loan, the same shall be withdrawn.

If any security instrument or accompanying instrument is
withheld from delivery to the Treasurer as provided in thig section,
the Company shall furnish the Treasurer with a statement, stating
the reason for the non-delivery thereof, and if forwarded for re-
cording, with a reeeipt of the recording officer or a statement as
to why such receipt eannot be so furnished.

Subdivision 2. For the purpese of paragraph (3) of sub-
division 1 of this section and of section 4 hereof, a mortgage, deed
or trust or other similar security instrument shall not be deemed
to-be other than a first lien upon the property covered thereby by
reason of the existence of taxes or assessments that are not de-
linquent more than six months, instruments ercating or reserving
mineral, oil, or timber rights, rights of way, joint highways, sewer
rights, rights in walls, customary easements for public utilities, nor
by reason of building or use restrictions, nor when such real
estate is subject to leasec in whole or in part whereby rents or
profits are reserved to the owner, nor by any slight eneroachment,
restrictive covenant, easement right or reservation which does not
materially impair the value of the property as security; provided,
that a tax upon real estate, though delinquent for six months or
more, shall not render the mortzage, trust deed or other similar
seeurity instrument securcd by such real estate inecligible for de-
posit hereunder, if the validity of such tax or the amount thereof is
in litigation, and a deposit for the payment thercof when the
validity or amount has heen determined, has been made by the
person or corporation under duty of paying the same with the
Company or with any other person or corporation.

Sec. 12. Agsets to be deposited to be accompanied by state-
ment.——Subdivision 1. Any asset deposited with the Treasurer
shall be accompanied by a statement that in the opinion of a
person authorized by the company to make such statement such
asset, identifying it, is of a kind authorized to be deposited under

’
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the provisions of this Act, and giving the value thereof, evaluated
as provided in this Act.

Subdivision 2. A Company organized under the laws of the
State of Minnesota shall, at the time of making the initial deposit
and thercafter on or before the 30th days of January and July
of each year, file with the Commissioner and the Treasurer the
following

(1} A statement showing the aggregate value of the assets,
caleulated as of the last day of the preceding month, evaluated in
accordanee with the provisions of this Aect, maintained with the
Treasurer hercunder on the last day of said preeceding month, ex-
cept thal the statement accompanying the initial deposit shall be
it respect of the value of the assets then being deposited, cal-
- enlated as aforesaid,

(2) A statement showing the aggregate amount of the Com-
pany’s liability, as of the last day of the preceding month, upon
all outstanding certificates in the United States, shown by ‘states..

(3) A statement showing the aggregate value of the assets,
caleulated as of the last day of the preceding month, evaluated in
accordance with the provisions hereof, maintained on deposit or
deposits as referred to in subdivision 2 of section 3, shown by
deposits.

(4) A statement showing the aggregate value of the assets,
calculated as of the last day of the preceding month, conveyed
under an agreement or agreements as speeified in subdivision 3 of
section 3, if any, evaluated as hercin provided.

Subdivision 3. A company not organized under the laws of the
State of Minnesota, shall at the time of making the initial deposit
and thercafter on or before the 30th days of January and July of
each year, file with the Commissioner, the following:

(1) A statement showing the aggregate value of the assets,
calculated as of the last day of the preceding month, evaluated in
accordance with the provisions of this Aet, maintained with the
Treasurer hereunder on the last day of said preceding month, ex-
cept that the statement accompanying the initial deposit shall be
in respect of the value of the assets then being deposited, caleulated
as aforesaid.

(2) A statement showing the aggregate amount of the Com-
pany’s liability, as of the last day of the preceding month, upon all
outstanding certificates issued to or held by 1cs1dents of the State
of Minnesota,
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Subdivision 4. Said statements shall be made by an executive
officer or some employee or employees of the Company, designated
by-the company in writing filed with said Commissioner, and shall
be verified under oath by the person making the same.

Suhdivision 5. The Company shall furnish a copy of the
statements specified in this section and of the reports specified in
- seetion 14, to the supervisory or regulatory authority or authorities
having administrative jurisdiction of the issuance of certificates of
the kind herein mentioned and of deposits in respect thereof, of any
state whose resident certifieate holders are protecied by the de-
posit maintained hercunder. -

Subdivision 6. If the statements filed as provided in this
section shall at any time show the value of the assels on deposit to
be less than the minimum amount required by scetion 3 hereof 1o
be maintained, the Company shall deposit additional assets suf-
ficient. to eomply with the requirements of said section within thirty
days after the filing of said statements, and if it shall fail so to
do, the Company, upon written request thereafter made by the
supervisory or regulatory authority or authorties having administra-
tive jurisdietion of the issuance of certificates of the kind herein
mentioned and of deposits in respect thereof, of any state whose
resident certificate holders are proteeted in whole or in part by the
deposit maintained hereunder, shall mail to cach certificate holder
residing in such state, within thirty days after reeecipt of such
request, copies of the statements last filed as provided in sub-
divisions 2 or 3 of this section, as the case may be,

. Sce. 13, Shall notify treasurer of desire to sell assets.—If the
Company shall notify the Treasurer in writing that it desires to
sell any asset maintained with him or to exchange the same for
other investments eligible in whole or in part for deposit with the
Treasurer, or that the obligation to pay or deliver moneys or
property evidenced by any asset maintained with him is to be
paid or discharged in full or in part at some place other than the
place where such asscts are maintained, the Treasurer shall for-
ward .such asset to a hank or trust company, under state or federal
supervision and regulation, seleeted by the Treasurer in the place
where such sale, exchange or payment is to be consummated, or to
the bank or trust company specified in the asset, if so specified, for
the payment or exchange, together with proper instruments and
instructions for the consummation of such sile, exchange or pay-
ment in accordance with the dircetions of the company. The
asset to be sold, exchanged or paid shall continue to be a part of
the assets maintained with the Treasurer until such sale, exchange
or payment is consummaied, and upon the eonsummation thereof,
the proceeds of such sale or payment, or the property received in
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exchange, shall become and constitute a part of the assets main-
tained with the Treasurer so far as the same are eligible, and
the Treasurer shall require that the same be forthwith transmitted
by such bank or agency to him. If, as a result of such sale, ex-
change or payment, the amount being maintained with the Treas-
urer will be reduced to an amount less than that required to be
maintained with him, the Company shall, before or at the time such
sule, payment or exchange is consummated, deposit with the
Treasurer assets so that upon the consummation of said sale, ex-
change or payment the amount being maintained with him shall
meet the requirements of the deposit.

The Treasurer shall exercise rcasonable care in the selection
of the bank -or ageney for the purpeses specified in this section,
and, if he has exercised such care in the selection thereof, shall not
be liable for the negligence or default of such bank or agent.

Sec. 14. Company to file- reports showing defaults.—The
Company shall file with the Commissioner and the Treasurer on or
hefore the 30ih days of January and July of each year, a report
showing the defaults, if any, as of the last day of the preceding
month, in the payment of prineipal or interest due upon any hond,
debenture, or other similar security, and the defaults in the pay-
ment of prinecipal or interest, or other default, if any, under any
mortgage, trust deed or other similar security instrument, then
heing maintained with the Treasurer under Section 3 hereof, as of
the last day of the preceding month, provided that no default need
be reported which has not continued for 120 days or more.  Said
report shall he made by an exceutive officer or some employee or
employees of the Company, designated by it in writing filed with
the Commissioner, and shall be verified under oath hy the persen
making the same. ' '

In the event that any mortgage, trust deed or other similar
seeurity instrument maintained with the Treasurer shall be in de-.
fault, the Company may, and upon the written request of the Com-
missioner after the same has been in continuous default for six
months shall, withdraw such’ asset in accordance with the provi-
sions of section 6 .hereof or proceed with the collection, adjustment,
compromise or foreclosure of such asset in such manner as in its
judgment seems advisable. If the Company shall elect to proceed
10 collect, adjust, compromise or foreclose any such asset and shall
eleet to withdraw the same for that purpose otherwise than. as pro-
vided in seclion 6 hereof, the Company shall file with the Treasurer
a bond, duly exeeuted by it as principal and a corporate surety
company, duly licensed under the laws of the State of Minnesota
10 do a surety business in the state, as surety, in the penal sum
equal at least to the then value of the such mortgage, trust deed
or other similar sccurity instrument, eonditioned that the Com-
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pany shall within thirty days after the collection, adjustment, com-
promise or completion of foreclosure, deposit with the Treasurer
the proceeds of the collection or compromise, the adjusted mort-
gage, trust deed or other similar security instrument, or the sheriff’s
certificate or other instrument evideneing the Company’s rights
and interest in the real estate pending the period for redemption,
if there be a redemption period, together with sufficient additional
cligible assets, if any be required, to equal the value of the with-
drawn asset at the time of withdrawal.: Upon the filing of such
bond, the mortgage, trust deed, or other similar security instru-
ment shall be delivered by the Treasurer to the Company and shall
be discharged from any and all liability and incumbrance arising
from the deposit thereof with the Treasurer hereunder. Provided,
that if in lieu of a separate bond for each mortgage, trust deed or
other similar seeurity instrument so withdrawn, the Company shall
file one or more general and eontinuing bonds in such penal sum
or sums as it may clect, it shall be entitled to withdraw thereunder,
at one time or from time to time, for the purposes aforesaid, mort-
gages, trust deeds or other similar security instruments having an
aggregate value not in exeess of the penal sum or sums of such
hond or bonds, plus the value of any deposits theretofore made in
accordance with the conditions of such bond or bonds. If more
than on¢ such general and eontinuing bond be filed, the Company
shall file with the Treasurer at the time of the withdrawal of any
mortgage, trust deed or other similar sceurity instrument, other-
wise than as provided in section 6 hereof, a writing specifying the
particular bond under which such withdrawal is made. Any bond
filed as herein provided shall ke and eonstitute a part of the de-
posit; and shall be valued from time to time at the value of any
and all mortgages, trust.deeds and other similar security instru-
ments withdrawn thereunder, each such asset fo be valued as of
the time of withdrawal, less the value of any asset or assets de-
posited in aecordance with the conditions of such bond. Any bond
may be withdrawn at any time when the conditions thereof have
heen performed. If the sheriff’s certificate or other instrument
evidencing the Company’s rights and interests in the real estate
pending the period for redemption he deposited, it shall be valued
at the amount of the unpaid principal of the debt secured by the
foreclosed mortgage, trust deed or other securily instrument as of
the time of foreclosure. At least five days before the expiration
of the period for redemption, if no redemption has been made
prior thereto, the Company shall withdraw such certificate or
cther_instrument in accordance with the provisions of section 6
hereof.

A mortgage,' trust deed or other similar seeurity instrument
shall not be deemed to be in default, for the purposes of this see-
tion, if the colleetion of the debt secured thereby or the fore-
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elosure of such mortgage, trust deed or other similar security instra-
ment is prevenied by the terms of any applicable law of any state
or of the United States, or of any rule, regulation or order made
pursuant to such law, or of any executive decree, unless and until
such law, rule, revuldtlon order or decree is deelared’ invalid by
final decree of a court of competent Jurisdiction, and if any such
asset has been withdrawn as provided in this seetion for collection
or foreclosure, and the colleetion or foreclosure thereof is stayed
by order of any court having jurisdietion in the premiscs, pursu-
ant to any such law, rule, regulation or order, such assct may be
redeposited pending the period of such stay.

Sece. 15. Company to pay all taxes and assessments.—The
Company shall pay and discharge any -and all taxes, assessments
and other governmental charges levied upon or against any real
estate covered by any mortgage, trust deed or 0the1 similar sc-
curity instrument maintained with the Treasurer under section -3
hereof, if not paid by the person or corporation under the prim-
ary duty of paying the same, within six months after the same he-
come delinquent; provided that if the Company or the owner of the
real estate involved desires to contest the validity of such tax, as-
sessment or charges, or the amount thereof, the Company shall
not be deemed to be in default in respect of the payment thereof
unless such taxes, assessments or charges remain unpaid for a
period of thirty (30) days after the validity or amount thereof, as
the case may be, has been determined by final judgment of a court
of competent jurisdiction.

_. Bec. 16, Statements to be certified by public accountant.—
Subdivision 1. The statements of the value of deposited assets and
the amount of liability on. outstanding certificates as required by
section 12 hereof and the reports of defaults on deposited assets
required by section 14 hereof, hoth as of the 31st day of December
of each year, shall be certified by the public accountant qualified
to certify the company’s financial statement under the Investment
Company Act of 1940, and the report by such accountant shall he
delivered to the Commissioner on or before the 31st day of March
following the filing of said respeetive statements and reports.

Subdivision 2. The Company shall deliver to the Commission-
cr annually a copy of a complete audit of its books and records,
showing, in addition to the things usual in a complete audit, the

- value of assets deposited pursuant to this Aet and the amount of
liability of the Company to holders of its outstanding certificates
secured hereby, such value and amount being eomputed in aceord-
ance with the provisions hercof. Such audit shall be made by a
public accountant qualified as provided in subdivision 1 of this
section,



856 SESSION LAWS ' [Chap.

See.'17. Company to maintain insurance on mortgaged prop-
erties.—The Company shall at all times maintain or cause to be
maintained insurance upon all buildings and improvements upon
real estate eovered by any mortgage, trust deed or other similar
security instrument maintained with the Treasurer, insuring the
same against destruction or damage from fire, by policy in usual .
form, and from such other hazards as the Company has required,
for at least the amount of the unpaid balanee of the principal, with
acerued intevest, of the loan, with the loss made payvable to the
(Company and/or its assigns as their interest may appear, subject
to, but without obligation to so provide, the right of the insured,
ingurer, or of the Company to restore or repair the loss or dam-
age and to use the proceeds for such purpose. The Company shall
adjust with the insurer any loss or damage arising in respect of
such insurance, The Company shall deposit the poliey or policies
with the Treasurer or file with him a certificate of the insurer show-
ing the amount of such insurance, the hazards insnred against,
and the expiration date or dates of the policies.

Sec. 18. Company may modify rate of interest.—The Com-
pany and the owner of or other persons having an interest in any
real estate subject to any mortgage, trust deed or other similat
security instrument being maintained with the Treasurer may at
any time before sale at foreclosure of the real estate described
therein, whether sueh mortgage, trust deed or other similar secur-
ity instrument be in default or otherwise, by agrecement in writing
change or modify the terms thereof in respeet to the rate of in-
terest, the fime or manner or amount of the payment of any in-
stallment or installments of principal or interest, or reserves and
credits for taxes, assessments and hazard insurance, whether in
defanlt or thereafter beecoming due, or 'to include as a part of the
principal debt any moneys advanced or to be advanced by the
Company for the payment of faxes, assessments or insurance pre-
miums. A copy of any such agreement shall be filed forthwith
with the Treasurer.

See. 19, Treasurer may sell assets—when.—Subdivision 1.
1f the Company shall fail to make any eash payment provided in
any outstanding certificate secured by the deposit,, according to
the terms of such certificate, as and when the same matures or
otherwise becomes due and payable, said -Treasurer may, and
upon the written request of the holder thereof shall, first giving
thirty days’ written notice to the Company of its intention so to
de, use so much of said assets maintained with him as is necessary
1o pay and discharge the liability in default, if said default is not
eured within said thirty {30) day period, provided, that if suech
default arises under a certificate in respect of which a separate
deposit as described in subdivision 2 of section 3 is being main-



591 OF MINNESOTA FOR 1943 857

tained, no action shall be taken by the Treasurer as in this section
provided until such separate deposit has been exhausted, and a
certificate executed by an executive officer of the Company or by
an employee thereof, designated for that purposec in writing filed
with the Treasurer, stating that u separate deposit-is being main-
tained as specified in said subdivision 2 in respeet of such certifi-
cate, identifying such deposit, shall be conclusive upon the Treas-
urer for the purposes of this section until the right of the holder
of sueh certificate to resort to the deposit maintained hereunder
has been acknewledged in writing by the Company or has been
_established by final Judgment of a court of competent jurisdietion.
T'o that end, the Treasurer shall have the right and power to sell
any asset then held by him and not due at private sale or at a pub-
lic auction, giving to the Company at least ten {10) days’ notiec in
writing of the time, place and manner of sale and to collect any
asset then due or which bhecomes due during the continuance of -
said defanlt, with or without suit, and to apply the proceeds so
realized, or so much thercof as shall be necessary thercfor, to the
diseharge of the liability in default. In the event the company
in good faith disputes the right of any person demanding pay-
ment. under any such eertificate to reccive the same or the amount
claimed and so notifies the Treasurer in writing thercof, no de-
fault, for the purpose of this scetion, shall be deemed to arise
until such dispute is scttled hetween the parties thereto or is de-
termined by final judgment of a eourt of competent jurisdiction.

Subdivision 2. If the Treasurer shall determine to apply
any asset maintained with him to the discharge of a default as
hercinbefore provided, he shall forthwith notify the Company in
writing of his intention so to do, identifying the asset or assets,
and shall thercafter be entitled to all then unpaid interest dividends
or other ineome duc or to beeome due thercon; provided that if any
of such assets he not sold or eollected, the Company, upon the dis-
charge of the default, shall become entitled to any such interest,
dividends or other income not applied in the diseharge of such
default.

Subdivision 3. Tor the purpose of realizing the amount neces-
sary to discharge a default, the Company by .making a deposit
hereunder does thereby irrevocably make, constitute and appoint
the Treasurer its attorney-in-fact in respeet to assets maintained
with him hercunder to complete and to make or execute any as-
signments, transfers, endorsements, eancellations, satisfactions, col-
lections and settlements, in the name of the Company or otherwise,
and to do any and all acts appropriate in the premises.

Subdivision 4. No action shall be taken by the Treasurer as
provided in this seetion after a petition has been filed in Federal
Court to have the Company adjudged a bankrupt under the Fed-
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eral Bankrupley Act, after a 'proceeding has been commenced in
any court of competent jurisdiction to have the Company adjudged
ingolvent and to liquidate its affairs, after voluntary, judicial dis-
solution proceedings have been instituted by the Company or after
- the Commissioner has taken possession of the properties and assets
of the Company under authority of law for the purpose of liquidat-
ing the affairs of the Company, during the pendancy of sueh pro-
ceedings, and the Company shall promptly notify the Treasurer in
writing of the happening of any of such events.

Sec. 20. Treasurer to surrender assets to court upon order.—
Should the Company be adjudged a bankrupt under the Federal
Bankruptey Act or inselvent by final judgment or deeree of any
court of competent jurisdiction, or should wveluntary dissolution
proceedings be instituted, and a trustec in bankruptcy, a general
receiver, or a trustee to liquidate the affairs of the Company be
appointed, or should the Commissioner take possession of the prop-
erties and assets of the Company under authority of law for the
purpose of liguidating the affairs of the Company, the Treasurer,
. if and when anthorized by an order of the eourt, shall surrender
and deliver the assets then on deposit with him to such trustee, .
reeciver or Commissioner, as the case may be; provided, how-
ever, that such surrender and delivery shall be without prejudice
to any right or rights or lien or liens which certificate holders may
have in or upon such assets, arising out of or under the provisions
of thig act.

Hee. 21. Treasurer to send notices to company.—The Treas-
urer shall promptly forward to the Company all notices, letters,
cirenlars and communications which he receives in respect of any
asset maintained with him hereunder, or a copy thereof, unless
he shall deem the same to be of a eonfidential character.

Sece. 22. State and Treasurer not to be liable.—The State of
Minnesota shall be under no liability in respect of said deposit nor
shall the Treasurer be under any responsibility or liability in re-
speet thereof, except that he shall be under the same duty and lia-
bility for the safekeeping of any such assets delivered into his pos-
session and for the surrender and delivery thereof in accordance
with the provisions hereof as in the case of public funds. The
Treasurer is authorized to procure any insurance or honds ap-
propriate to proteet him against liability for the safckeeping and
delivery of said assets; provided, however, that the aggregate
penal sum of any fidueiary insurance or bonds shall not cxceed
%500,000.

Sec. 23. Commissioner to make examination—The Commis- *
sioner at least annually, and “as much oftener as he shall
deem it advisable, shall make such examination in respeet of the
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deposit with the Treasurer as will enable him to Jdetermine, as of
any date sclected by him, whether the Company is maintaining
the same in accordance with the provisions hereof, and wherein,
if at all, it is failing to perform any duty or obligation assumed
or imposed upon it by law in respeet of such deposit, and may
thereupon determine what, if any, aetion will be taken in the
premises in ease of failure to perform any such duty or obligation.
Nothing in this Act shall be construed to abridge any power, au-
thority, privilege or duty conferred or imposed upon the Com-
missioner in respect to investment companics under any other
law, unless hercin expressly provided.

Scc. 24. Company to pay cost of administration—The Com-
pany shall pay to the State of Minnesota all costs and expenscs
reasonably and necessarily paid or ineurred by the Treasurer in
the performanee of administrative duties or requiremenis in re-
spect of the deposit and in reeeiving and safckeeping the assets
maintained with him, including the'salaries of additional help, if
any, employed for that purpose, and the cost of any insurance or
bonds required by the Treasurer for his protection against liabil-
ity. At or prior to the time of making the initial deposit here-
under, the Treasurer shall make an estimate of the amount rea-
sonably necessary to meet the regular reoeeurring monthly ex-
penses likely to be incurred within the next three months period,
and a separate estimate of any non-reoceurring monthly expense
likely to be incurred within said period, and the Company shall
forthwith pay the amount of said estimates to the Treasurer. With-
in ten days after the end of each quarterly period thereafter, the
Treasurer shall present to the Company a detailed account of all
recccurring monthly costs and expenses paid by him during the
last preceding quarterly period, and an estimate of any non-reoc-
curring monthly cost or expense likely to be incurred in the next
succeeding quarterly period, and the Company shall pay to the
Treasurcr, within ten days thereafter, the amount of said account
and of said estimate. If at any time the money in said fund shall
be insufficient to pay the costs and expenses as and when incurred
by the Treasurer as aforesaid, the Company shall, on request of
the Treasurer, forthwith pay to him such additional sum as may
be neeessary to meet such costs and expenses. If at any time it

.appears to the Treasurer that there is a surplus in said fund

over the requirements thereof, he shall deduet all, or such por-
tion of such surplus as he deems advisable, from the aceount. of
costs and expensges for next cnsuing quarterly period or periods.
The sums so paid by the Company to the Treasurer are hereby
appropriated as and when paid for the use of the Treasurer for
the purposes of paying any costs and expenses ineurred by him
as aforesaid, and shall eonstitute a revolving fund for such pur-
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poses. Upon the-termination of the deposit hereunder, the Treas-
urer shall return to the Company any money then remaining in
said fund.

Sec. 25. Commissioner may employ additional help.—The
Commissioner may. employ sueh additional help as may be nce-
essary, if any, to supervise the deposit, and the Company shall
pay to the State of Minnesota the reasonable and necessary costs
and cxpenses of sueh additional help and any other expenses that
the Commissioner thay be put to by reason of such deposit, hut
the cxpense of general supervision of the Company as now pro-
vided by statute shall be paid as provided by such statute. At
or prior 1o the making of the initial deposit, the Commissioner
shall make an estimate of the amount of such costs and expenses
likely to he ineurred within the next three months period, and the
Company shall forthwith pay such amount to the Treasurer, With-
in ten days after the end of each quarterly period thereafter, the
Commissioner shall present to the Company a detailed account of
the costs and expenses incurred by him and paid by the State for
which the Company is liable as herein provided, and the Com-
pany shall pay to the Treasurer the amount of such aceount with-
in ten days thercafter. The sums so paid by the Company tlo
the Treasurer are hereby appropriated as and when paid for the
use of the Commissioner for the purposes of paying the costs and
expenses incurred by him as aforesaid, and shall eonstitute a re-
volving fund for such purposes. Upon the termination of the de-
posif; hereunder, the Treasurer shall return to the Company any
money then remaining in said fund.

Approved April 23, 1943,

CHAITER 592—H. F, No. 1379,
{AMENDING SECTIONS 292.09 AND 292,12 MINNESOTA STATUTES 1041.)

An act relating to gift taxes, amending Mason’s Supplement
1940, Section 2394-78, Subdivision (a), and Section 2394-81.

Be it enacted by the Legislature of the State of Minnesota:

Sec. 1. Law amended.—DMason’s Supplement 1940, Section
2394-78, suhdivision (a), is amended to read as follows:

““(a) Assessment—to whom assessed—notice.—The contmis-
stoner of taxation shall determine and assess all taxes imposed by



