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§7392

PART III

RELATIONS OF PARTNERS TO PERSONS DEAL-
ING WITH THE PARTNERSHIP

7392. Partner agent of partnership; etc,

Negligence of one member of the joint enterprise or
his contributory negligence is imputable to all other
g;)%rglbers. Ruth v. H,, 209M248, 296NW136. See Dun. Dig.

As to third persons, each member of a joint enterprise
is agent of others, and act of one within scope of enter-
prise are acts of all. 1Id.

Where copartnership conveyed all of assets to a non-
functioning corporation acquired by copartners, and la-
ter under name of another corporation of the copartners
executed a lease of oil station and contract containing an
agreement to pay indebtedness of copartners to lessee.
any formal declarations of policY which corporation may
have made in its attempt to disclaim liability cannot pre-
vail in face of contractual admission. Range Ice & Fuel
Co. v. B, 209M260, 296NW407. See Dun. Dig. 2016.

A surety for a partner is relieved from liability if a
change is made in the membership of the partnership.
Trovatten v. Minea, 213M544, TNW (2d) 390, 144ALR263. See
Dun. Dig. 7372. :

Rule that bank receiving partnership funds and per-
mitting them to be deposited in individual name of
partner is liable to the partnership if there is any misap-
propriation does not apply to deposits by corporate offi-
cers having authority to receive money, endorse checks
and deposit funds. Columbia Land Co. v. Empson, 305
Mich220, INW(2d)452. See Dun. Dig. 7358. :

Guaranty and warrant to confess judgment is not in
the ordinary course of a partnership business, and where
but two of three partners sign, the third is not bound
except on a showing of authority from him to sign for
the firm, or laches and acquiescence amounting fo au-
thority. Jamestown Banking Co. v. C., 14Atl1(2d) (Pa)325.

7396. Partnership bound by partner’s wrongful act.

In action by passengers in truck owned by partnership
and negligently driven by one of partners on a personal
mission, surviving partner is liable where he consented
to personal use of vehicle. Kangas v. W, 207M315, 291
NW292. See Dun. Dig. 5834a.

Where plaintiff, an employee of a partnership of which
defendant was a member, was injured in a collision
between a truck owned and operated by him and de-
fendant's truck operated by another employee of part-
nership, both drivers being engaged in due course of
. partnership business and in furtherance of a common
enterprise, and where neither defendant in his individ-
ual capacity nor driver of his truck was insured or, self-
insured as required by Mason Minn. St. 1940 Supp. §4272-5,
but both drivers and partnership were insured under
compensation act, plaintiff's motion to strike from de-
fendant’s answer allegations in respect of plaintiff’s
election to take benefits accruing under compensation
act was properly granted in common-law action for
damages based on negligence of defendant’s driver.
Gleason v. Sing, 210M253, 297TNWT720. See Dun. Dig. 7370.

Cases holding a corporation liable for negligence of
its agent even though injured party is agent’s wife are
clearly distinguiskable from cases holding ‘that a part-
nership is not liable for negligence of a partner who
injured his wife. Iaralis v. Karalis, 213M31, 4NW(2d)
632. See Dun. Dig. 7370.

Neither partners individually nor partnership are li-
able for injuries to wife of a partner caused by that
partner's negligent driving of a partnershp car. Id.

A person damaged by trover and conversion of his
property by one acting as a member of a partnership
could sue either the partnership or the indlvuiléa,l Iig.rt-
ee Dun.

CH.- 57TA—PARTNERSHIP .

7398. Nature of partner’s liability.

Estate of a deceased partner wag liable for money
which partnership collected as gasoline tax but failed to
pay over to the state. Morrison’s Estate, 22At1(2d) (Pa)
729. See Dun. Dig. 7394. :

73899. Partner by estoppel.

One having. reasonable cause to believe that no change
had occurred in the personnel of the firm, and deals ac-
cordingly, may sue one who claims previous separation
hégm the partnership. Tallent v. F, 141SW(2d)(Tenn)

7400. Liability of incoming partner.

Provision does not preclude reaching partner’s per-
sonal assets to satisfy his liability on a partnership lease
upon which he has received benefit of years, of occu-
pancy. Ellingson v. W,, 104Pac(2d)(Cal)507.

PART IV
RELATIONS OF PARTNERS TO ONE ANOTHER

7401. Rules determining rights and duties of part-
ners.

Mere fact that farm used in pig business was owned
by husband and wife as tenants by entireties did not
establish wife as a partner in the pig business carried
on under an arrangement between husband and a third
person, nor can one be held as a member of a partner-
ship as between the partners without the consent of all
the partners, and stricter proof is required to establish
a partnership between members of the same family.
%?bat'zog«ig' Paulino, 304Mich668, 8NW(2d)873. See Dun.

ig. .

7405, Right to an account. .

‘Where under decree of probate court children of in-
testate were decreed two-thirds of a half interest in a
newspaper business, and later agreed that widow should
have the entire half interest in the newspaper during
her lifetime, a subsequent action between children for
accounting was not an action for a partnership account-
ing, and the partner of decedent was not a necessary
party. Lewis v. Lewis, 211M587, 2NW(2d)134. See Dun.
Dig. 7404a.

PART V
PROPERTY RIGHTS OF A PARTNER

7407. Extent of property rights of a partner,

The Uniform Partnership Act, which is law in Massa-
chusetts, (Mass., G. L. (1932 Ed.) c. 108A, Sections 24-26,
30, 33, 37, 38(1), 40, 43), conceives of the part as a co-
owner with his partners of specific partnership property,
holding as a tenant in partnérship, but provides that on
the death of a partner his right in specific partnership
property vests in the surviving partner or .partners. Mc-
Cliennen et al. v. Comm. of Int. Rev. (CCA1l), 131F(2d)165.
See Dun, Dig. 7381,

Where partnership acquires land solely for purpose of
speculation and it is not contemplated that there shall
be any conveyances between the parties, equity regards
it as personal property among partners and agreement
of one partner to release his interest is not a contract for
such an interest in lands as comes within statute of
frauds. Smith v. G., 144SW(2d) (TennApp)702.

7408. Nature of a partner’s right in specific part-

nership property.

' In action by passengers in truck owned by partnershi

and negligently driven by one of partners oh a persona
mission, surviving partner is liable where he consented

ner. Kilam v, Koppel, 118Pac(2d) (Idaho)729. to personal use of vehicle. Kangas v. W, 207M315, 291
Dig. 7370. NWwW292. See Dun. Dig. 7370.

CHAPTER 58

Corporations

GENERAL PROVISIONS

7429. Existing corporations continued,

As affecting necessity for renewal of corporate exist-
ence of corporate for mining and smelting ores and
manufacturing iron, copper and other metals, laws 1876,
chapter 28, was in full force and effect in 1903. Op. Atty.
Gen. (92a-9), Jan, 18, 1940,

7432. Public ‘service corporations—Purposes of.

A franchise granted by a village to a corporation
operating water and sewer facilities was supported by
a consideration where under the provisions of the fran-
chise the village would acquire title to the entire sys-
tem, including improvements made from funds obtained
by a loan, in case service corporation failed or neglected

+ to operate the same. Country Club District Service Co.

Z. 7‘(}’i11ag‘e of Edina, 214M26, §N'W(2d)321. See Dun. Dig.
670.

7484. Municipality may purchase.

Acquisition by city of New Ulm of natural gas distribu-
tion system operated under a franchise providing for ac-
quisition by the city at the end of 5-year period. Op.
Atty. Gen. (624-10), June 25, 1943.

7444, Filing and record of certificate.
. Clearing house association is not a ‘financial corpora-
tion”. Op. Atty. Gen. (29%9a-6), Dec. 17, 1941.

7445, Publication of certificate.

Publication of certificate: on the same date as filing
with Secretary of State was legal and valid; though it
antedated by one day the filing with the register of
deeds of certificate of incorporation of a bank. Op. Atty.
Gen. (2%9a-24), Oct. 5, 1943,
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7447. General powers.

E. Albrecht & Son v. L., (DC-Minn), 27FSupp65.
on_other grounds, (CCAS8), 114F(2d4)202.

Existence and extent of right of members of a corpo-
ration to cortrol actions of corporate officers or agents
is determined by law of state of incorporation. Farmers
Izildslgcational, Ete. v. F.,, 207TM80, 289NW884. See Dun. Dig.

Where act complained of affects plaintiff solely in his
capacity, as a member, and is act of corporation, or
through its agents, then such action is management of
internal affairs of corporation, and, in case of a foreign
corporation, our courts will not as a general rule take
jurisdiction. Id. See Dun. Dig. 2185.

In suit by local division of foreign corporation to en-
join cancellation of charter of local division, defendant
by general appearance and prayer for general and affirm-
ative relief gave court jurisdiction of the subject matter.
Id. See Dun. Dig. 2185

7447-1. Sale, lease or exchange of property, etc.

Section applies to the sale, lease or exchange of prop-
erty by cooperative associations. Op. Atty. Gen. 93(4A),
Dec. 14, 1943,

7453. By-laws, how adopted.

Power to amend by-laws resides in stockholders and
cannot be delegated to board of directors. Op. Atty. Gen.
(27a-13), Aug. 14, 1940.

7455. Duration of corporate existence—Renewal.

Act Feb. 25, 1941, c¢. 20, authorizes co-operative com-
panies and associations to renew their corporate exist-
ence, and validates certain such proceedings.

Laws 1941, ¢, 102, authorizes renewal of the corporate
existence of certain corporations created under General
Statutes of 1894, c. 34, Title 3, whose duration expired
less than 21 years prior to passage of such act. -

Act Mar. 28, 1941, c¢. 104, authorizes renewal of corpo-
‘r:?,te existence of social, charitable, or fraternal corpora-
ions. .

‘Act Apr. 9, 1941, c. 127, §1, legalizes. proceedings to
renew corporate existence of any private corporation
organized under laws of state, etc. .

Act Apr. 10, 1941, c¢. 167, provides for completion of
.certain proceedings to renew corporate existence, and
validates certain croporate acts and contracts of corpo-
rations taking steps to renew their corporate existence.

Laws 1943, c. 88, authorizes any corporation heretofore
organized under laws of this state for pecuniary profit,
and whose period of duration has expired less than
21 years prior to passage of this act, and who continued
in business, to renew its corporate existence, within one
vear after the passage of this act.

Rev'd

Notes of Decisions

This is the only statute under which a county agri-
cultural society may renew its corporate life. Op. Atty.
Gen., (772a-5), Dec. 19, 1939.

As affecting necessity for renewal of corporate exist-
ence of corporate for mining and smelting ores and
manufacturing iron, copper and other metals, laws 1876,
chapter 28, was in full force and effect in 1903. Op. Atty.
Gen. (92a-9), Jan, 18, 1940. .

A chamber of commerce does not have a perpetual cor-
porate existence. Op. Atty. Gen. (92a-9), Nov, 9, 1940,

Act limits power only to renewal of corporate existence
of a dead business corporation, and it, cannot reduce its
capital stock or exercise other corporate powers before
such renewal, paying a fee measured by its old capital
stock. Op. Atty. Gen. (92a-12), June 29, 1943,

7455a. Insurance companies may provide for per-
petual corporate existence.—The corporate existence
of any insurance company heretofore or hereafter or-
ganized under the laws of this state may be made
perpetual by so providing in its articles of incorpora-
tion or by amendment ‘thereof. (Act of Feb. 25, 1943,
c. 72, §1.) .
[300.131]

7457. Renewal of corporate existence of certain
corporations authorized.

Laws 1943, c. 88, provides for renewal of corporate
existence, legalizes corporate acts and provides for rights
and remedies of non-assenting stockholders,

Renewal of certain social and charitable corporations.
Laws 1943, c. 421. °

Renewal of certain social, educational and charitable
corporations. Laws® 1943, ¢. 463. '

7457-9. Corporate existence of cooperative associ-

ations renewed.
Renewal of corporate

corporations taking steps to renew such corporate ex-
istence. Act Apr. 10, c. 166, §§1, 2.

7458. _Election of board of directors.—The busi-
ness of every such corporation, except savings banks,
shall be managed by a board of at least three direc-

CH. 58—CORPORATIONS .

-pend running of statute.

.is extended for two years.

3 existence of certain co-opera-
tive corporations and validating acts and contracts of.

§7489

tors, elected by ballot by and from the stockholders
or members; provided, however, that when the cer-
tificate of incorporation or the by-laws so provides,
a vacancy in the board of directors may be filled by
the remaining directors; provided, however, that not
more than one-third of the members of the board
may be so filled in any one year; that of savings
banks, by a board of at least seven trustees, resi-
dents of the county of its location, each of whom,
before being authorized to act, shall file a written
acceptance of the trust. A majority of the direc-
tors or trustees shall constitute a quorum for the
transaction of business, Any action which might be
taken at a meeting of the board of directors, trustees
or managers may be taken without a meeting if done
in writing signed by all of the directors, trustees or
managers. (As amended Apr. 9, 1941, ¢. 148, §1.)

7463. Transfer of stock.

Where trust instrument gave corporation option to
purchase stock on death of beneficiary at book value,
book value was determinable as of last day of month
preceding date on which representatives of beneficiary
should have made an offer of the stock to the corpora-
tion. Warner & Swasey Co. v. Rusterholz, (DC-Minn),
41FSupp498. See Dun. Dig. 1520, 1749a,:2037, 2040a, 2112a,
3560, 5653, 7480, 9888a, 10258. . .

7465-2. Not to affect existing liability. '
Liability of stockholder for debts incurred by domestic
corporation prior to 1930 amendment of Constitution,
which attaches as soon as his relationship is assumed, is
fixed by constitution and stands as surety for corporate
debts, and cause of action accrues, so as to set statute of
limitations running, when corporation is declared insol-
vent and a receiver has been appointed, and not 'upon
date of order for assessment, and mere fact that there
was delay caused to some extent by objecting stock-
holders did not deprive court of jurisdiction to hear and
determine need for assessments, and court in action and
withholding decision over a period of six months on
application for assessment and leave to sue did not sus-
Knipple v. Lipke, 211M238, 300
NW620, 137TALR783. See Dun. Dig. 2168, 5617.

7470. Record of stock—Reports—Dividends.

Control of payment of dividends by state bank is
within power of commissioner of banks, and he is not
required to sit idly by until some provision of law is
violated before he can act. Op. Atty. Gen. (29a-15), Nov.
13, 1940.

7472. Amendments to Certificates of Incorporation.

County agricultural assoclations formed under §7886
may amend their articles of incorporation under . this sec-
tion, Op. Atty. Gen. (772a-5), March 8, 1940.

Resolution of amendment should be adopted by a
majority vote of members of an athletic club. Op. Atty.
Gen, (92a-1), May 31, 1940.

7473. Fees for filing. )

A dead business corporation cannot renew under Laws
1943, c. 88, on basis of a reduced capital stock., Op. Atty.
Gen. (92a-12), June 29, 1943. .

7475-1. County agricultural societies may renew

corporate existence.

Act Apr, 9, 1941, c. 147, §2, authorizes certain county
agricultural societies to renew their corporate existence,
and validates certain corporate acts and contracts of
societies taking steps to renew their corporate existence,

7484. Dissolution of corporations.

A county agricultural society may be dlssolved only
upon affirmative vote of majority of voting stock or
members. Op. Atty. Gen., (772a-56), Dec. 19, 1939.

7485. Continuance for three years to close affairs.

A cemetery corporation whose existence has terminated
by limitation within three years may transfer its prop-
erty to a city and city may agree to maintain and op-
erate the cemetery as a public cemetery. Op. Atty. Gen.
870(D), Dec. 10, 1943.

7486. Extension of time for closing affairs, etc.

Time for closing affairs and disposing of property of
certain corporations, not including those having power
of eminent domain, whose existence has been terminated.
Laws 1941, c. 128.

7487. Conveyances, etc., legalized.
Laws 1943, c. 400, certain religious corporations,

7489, Diversion of corporate property.

Control of payment of dividends by state bank is
within power of commissioner of banks, and he is not
required to sit idly by until some provision of law is
{/:;01%;2% before he can act. Op. Atty. Gen. (2%9a-15), Nov.
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§7492 .

7492. Examination by attorney general, etc.

f). .

ne who has entered into a contract with another act-
ing as a corporation cannot question corporate character
of “corporation”. State v. Rivers, 206M85, 28TNW790. See
Dun. Dig. 1983

MINNESOTA BUSINESS CORPORATION ACT

7492-1, Definitions.

The nature of a corporation is such that it is an entity
separate and distinct from the body of its stockholders,
and where a corporation sold in toto all of its news-
paper publishing business to another corporation, taking
stock of such other corporation in exchange, the trans-
fer of interest was as complete and effective as it would
have been if no stock had been received, and the two
corporations remained separate entities. Matthews v.
Minnesota Tribune Co., 215M369, 10NW(2d)230, 147ALR
147. See Dun. Dig. 1969 .

A corporation is not a fiction of the law but a real
legal unit possessing individuality and endowed by the
law with many of the attributes of persons. Id.

A corporation and a' sole owner of its stock will be
treated as separate and distinct for income tax purposes,
except in some exceptional cases, such as where the
corporation is a mere sham and is used for tax avoidance.
g?;(%itlll v. Spaeth, 215M540, 10NW(2d)728. See Dun. Dig.

Protective coloring in corporation law. 26 Minn. Law
Rev, 824.

7492-2, Purpose of incorporation and qualification
of incorporators.

Banking corporations are not formed under this act.
Op. Atty. Gen. (29a-24), Oct. 5, 1943,

7492-8, Articles of incorporation.
Articles of incorporation in the Norwegian language
gzsmilé)nto be recorded. Op. Atty. Gen. (373B-17(d)), Dec.

Secretary of state should not accept an amendment
fixing maximum liability of corporation at an amount
“‘equivalent to 4 times the net worth of the corpora-
tion.” Op. Atty. Gen. (93a-18), June 25, 1942.

Elimination of accrued preferred dividends by charter
amendment. 26 Minn. Law Rev, 387.

7492-4, Corporate name.

In action by personal loan company against Personal
Finance Company to protect a trade name, it was an
abuse of discretion to deny plaintiff’'s motion for a tem-
porary injunction pending suit, where it was shown
clearly that because of defendant’'s name, window and
neon signs, and advertising of its business, mail and
telephone messages intended for plaintiff went to de-
fendant and messages intended for defendant came to
plaintiff. Personal Loan Co. v. Personal Finance Co., 212
M600, 5NW(2d)61. See Dun. Dig. 4490, 9670.

Subd., VII, :

A - “banking” corporation authorized to do business
under banking laws of New York may not establish a
place of business in this state to lend money, purchase ac-
counts, notes choses in action, etc.,, but not to accept
deposits, operate as a bank or perform any banking
function, cannot use the word “banking” in its name.
Op. Atty. Gen, (92¢), July 15, 1943,

7492-5. Filing articles of incorporation, etc.

Banking corporations are not formed under this act.
Op. Atty. Gen. (29a-24), Oct. 5, 1943.

7492-8, Powers common to corporations.

‘Where copartnership conveyed all of assets to a non-
functioning corporation acquired by copartners, and later
under name of another corporation of the copartners
executed a lease of oil station and contract containing
an agreement to pay Indebtedness of copartners to les-
see, any formal declarations of policy which corporation
may have made in its attempt to disclaim liability can-
-not prevail in face of contractual admission. Range Ice
& Fuel Co. v. B, 209M260, 206NW407. See Dun. Dig. 2016.

Business losses are chargeable to corporation and not
to stockholders. Briggs v. Kennedy Mayonnaise Prod-
ucts, 209M312, 297TN'W342. See Dun. Dig. 1969.

A corporation has only such powers as are expressly
granted in its charter or by statute and such implied
powers as are necessary and proper for the purpose of
carrying out its express powers. Young v. Blandin, 215
M111, 9NW(2d)313. See Dun. Dig. 1998.

A corporation is only an artificial person, created by
law, or under authority of law, from a group or succes-
sion of natural persons, and if it is to function at all in
its chosen or granted field of operation, it must act
through or by means of human direction, being impotent
otherwise. State v. McBride, 215M123, INW(2d)416. See
Dun. Dig. 1969,

‘Where a corporation is used by an individual as an
instrument of fraud, or to hinder and delay and, if pos-
sible, defraud creditors, or for other wrongful purposes,
courts will go as far as necessary in disregarding the
corporation and its doing in order to accomplish justice.
Id. See Dun. Dig. 1969, 2022a, 2115b. .

CH. 58—CORPORATIONS

(b).

Complaint in representative action by stockholder must
allege a cause of action In favor of plaintiff against
corporation and entitling him to sue as its representative
and another cause of action must be set forth in favor
of corporation against alleged wrongdoer who has same
particularity as if action had been brought by corpora-
tion. Briggs v. Kennedy Mayonnaise Products, 209M312,
29TN'W342. See Dun. Dig. 2069.

A representative suit by a stockholder has dual aspect
of an action against corporation to compel it to act in
discharge of its duty to protect stockholders against
wrongdoing by bringin an appropriate action when
necessary to enforce its rights and of an action on behalf
of corporation against wrongdoers to obtain redress for
violation of such rights.

General relief in a representative action by stockholder
does not comprehend a personal judgment in favor of
stockholder against corporation based on a debt or other
liability either as part of his cause of action agalnst
corporation entitling him to sue as its representative or
corporation’s cause of action against the wrongdoer. Id.

Stockholder bringing representative action on a clause
of action belonging to corporation is not entitled to
recover judgment in same action in his favor against
corporation on a debt or other liability which he claims
it owes to him, Id. See Dun. Dig. 2063, 7499¢ to 7508.

A corporation iIs merely the stockholders acting in
group capacity with corporate personality. Lenhart v.
Lenhart Wagon Co., 210M164, 298NW37, 135ALR833. See
Dun. Dig. 1969.

Notwithstanding the faet that they have benevolent
and charitable features, benevolent and beneficial associa-
tions, corporate and non-corporate, are liable in tort the
same as other groups of individuals, including slander by
their agents. High v. Supreme Lodge of the World, 214
M164, TNW(2d)675, 144ALR810. See Dun. Dig. 2022,

Notwithstanding that a corpotration Is a legal entity
distinct from natural persons composing it, if it is to
function at all it must act through human effort or by
means of human direction. Rommel v, New Brunswick
aiSriGI)ns. Co., 214M251, 8NW(2d)28. See Dun. Dig. 1969

Interposition of " corporate entity which is merely a
hollow legal shell used only as a convenient legal means
by which part of business of another is conducted will
not be permitted to conceal the truth of the transaction.
Country Club District Service Co. v, Village of Edina,
214M26, SNW(2d)321. See Dun. Dig. 1969.

().

Under rule that to establish an express contract be-
tween parties by their letters or other written com-
munications it must appear that there was a clear assent
on both sides to one and same set of terms, correspon-
dence held insufficient to establish a contract by a cor-
poration and controlling stockholders to pay plaintiff a
fixed amount out of proceeds from sale of assets of
corporation. Young v. St. Paul Publishers, 210M346, 298
NW251. See Dun. Dig. 2016.

7492-9. Holding shares and securities. of other cor-
porations.

A corporation, established to print and publish news-
papers and the “purchasing, owning and controlling of
such rights, franchises and property as may considered
useful and convenient in the business of printing and
publishing of newspapers” had no authority to engage
in business of buying and selling bonds and stocks with
the cash assets of the ¢ompany available from time to
time for the purpose of making a profit on the rise in
the market value in any bond or stock or to minimize
or to recoup a loss from a fall in the market value of
any bond or stock. Young v. Blandin, 215M111, 9NW(24)
313. See Dun. Dig. 2005.

‘Where the corporate separation is maintained and the
subsidiary conducts its own business, the subsidiary, not
the parent, is doing the business. Cargill v. Spaeth, 215
M540, 10NW(2d)728. See Dun. Dig. 2013,

7492-13. Shares; filing certain resolutions; options
and conversion rights.

Shareholder has a property interest in corporation ir-
respective of issuance of certificate. Wackerbarth v. W,,
207TM507, 292N'W214. See Dun. Dig. 2029.

Where a corporation engaged in the real estate busi-
ness, as owner of a platted area, installed improvements
such as water and sewer systems uat own expense and
sold lots with the understanding that no assessments
therefor would be imposed because purchase price in-
cluded payment of improvements, and organized another
corporation as a service company to maintain and operate
water and sewer services, with only three shares of stock
and no property or officers or employees, such service
corporation was as much bound by legal consequences
of the facts relating to the sale of lots as was the real
estate corporation, and fact that an individual subse-
quently became the owner and holder of the stock in such
service corporation did not alter the result, and he could
not contend that corporation had full and exclusive
ownership of such system as against the community or
grantor of franchise, a village. Country Club District .
Service Co. v. Village of Edina, 214M26, 8NW(2d)321. See
Dun. Dig. 2071.

r
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7492-14, Shares—Allotment and consideration; etc.
Issuance or payment to a promoter of stock or property
of a corporation for organization services held prohibited
by New York Stock Corporation Law, and stock so il-
1(62%?814)’1 issued may be canceled. Winston v. S.,, 2INYS

7492-20. Stated capital and surplus.

Net worth or book value of a corporation, determina-
tive of book value of its stock, is but the .favorable dif-
ference between its assets and liabilities correctly com-
}z)&t;d Bass v. Ring, 210M598 299NW679. See Dun. Dig.

Financial provisions of anesota Business Corpora-
tion Act. 25 Minn Law Rev 744

7492-21, Dividends and purchase of own shares.

VI.

Right of holder of preferred stock to have it retired
or redeemed depended upon law_of state of incorporation
and articles of incorporation. Peterson v. New England
]1;nrni2t612r9e & Carpet Co., 210M449, 299N'W208. See Dun.

ig. a.

‘Where holder of preferred stock requested that it be.

redeemed, a letter stating that corporation would pur-
chase the stock on a certain date in the future if pre-
sented for redemption was merely an offer which could
be withdrawn before that date. Id. See Dun. Dig. 2041.

A Delaware corporation could not purchase or redeem
its preferred stock if -it would impair the capital of the
corporation,- Id.

Whether preferred stock of a Delaware corporatlon
should be purchased or redeemed by the corporation lay
wholly in power of board of directors of the corporation,
acting in conformity to the law of the state of incorpora-
tion. Id. See Dun. Dig. 2041, 2192.

Where trust instrument gave corporation option to
purchase stock settled on beneflciary, status of bene-
ficiary under the trust agreement could not he affected
by .her subsequent conduct, but her consent to plan of
recapitalization precluded successful attack on validity
of agreement and by-law of corporation controlling dis-
Eosition of the stock. Warner & Swasey Co. v. Ruster-

olz, (DC-Minn), 41FSupp498. See Dun. Dig. 1520 1749%a,
2037, 2040a, 2112a, 3560, 5653, 7480, 9888a, 1025

Book value should be ﬂgured as of last da.y of month
preceding date on which stock should have been offered
to corporation. Id.

Corporation held to have power under laws of Ohio
and its articles of incorporation to purchase its own
common stock. Id.

7492.22, Liﬂblllty of shareholders and directors;
etc.

Stockholders who acquiesced and approved of illegal
dividend payments could not object thereto after cor-
poration’s bankruptcy. Fergus Falls Woolen Mills Co.,
(DC-Minn), 41FSupp3d55. Rev'd on other grounds (CCAS),
127F(2d)491. See Dun. Dig. 2084a, 2096, 5652.

7492-26. Voting trusts.
"Voting trusts currently observed.

7492-27. Directors.

Record sustains finding that directors transferred their
gecret profits voluntarily to their corporation. Risvold v.
G., 207TM359, 292N'W103. See Dun. Dig. 2096.

'Stockholder may bring representative. suit against
officers of corporation without requesting corporation to
bring suit, where it appears that a demand would have
been futile. Savory v. Berkey, 212‘\11 2N'W(2d)146. See
Dun. Dig. 2069,

Majority stockholder, as president, liquidator, and sole
director and officer in charge of corporation’s affairs, was
charged with a duty of paying and settling claims
against.the corporation and distributing the assets, which
duty arose out of his position as sole managing officer,
and to take such steps and to do such acts as would tend
to accomplish that end as expeditiously as possible, and
his duty was comparable to that of an executor or ad-
ministrator charged with the responsibility of collecting
and distributing the assets to those entitled. Young v.
Blandin, 215M111, IN'W(2d4)313. See Dun. Dig. 2096,

7492-29. Officers and agents.

The term “management” means either officers of direc-
tors of the company or corporation, and not the individ-
uals who may constitute the management. Warner &
Swasey Co. v. Rusterholz, (DC-Minn), 41FSupp498. See
Dun. Dig. 1520, 1749a, 2037, 2040a, 2112a, 3560, 5653, 7480,
9888a, 10258.

A proposed written contract, employing agent to sell
all property of corporation, upon specified commission
and expense money, which stockholders at a meeting
authorized and directed its officers to execute, and which
was duly executed, may riot be modified as to compensa-
tion by oral agreement between president and general
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manager of corporation, not authorized so to do by eith?&'

stockholders or board of directors. Foley v. W., 207

399, 29INW903. See Dun. Dig. 2114.

Expedient of adopting a corporate business structure, .

having same name, property, and purposes as a former
partnership or individual, will not be effective to purge
organizers in their corporate capacity of indebtedness
previously incurred in some other capacity, and doctrine
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applies although corporation was not organized but ac-
quired by purchase. Range Ice & Fuel Co. v. B,, 209M),60
296NW407. See Dun. Dig. 1977,

Declarations of an official or agent of a corporation are
inadmissible against corporation unless made within
scope of authority of official or agent and while trans-
actmg business of corporation. Peterson v. Johnson Nut
Co., 209M470, 297TNW178. See Dun. Dig. I

A corporatlon can only act through its ofﬂcers, a.gents,

or servants. Langford Elec. Co. v. Employers Mut. In-
gg{n; Corporation, 210M289, 297TN'W843. See Dun. Dig.

A corporation in adverse possession of conspirlng
directors to an extent incongistent. with self defence
is not charged with knowledge of the fact of fraud
perpetrated upon it, and cannot be charged with knowl-
edge until facts are acquired by its stockholders as a
class. Lenhart v. Lenhart Wagon Co., 210M164, 298NW
37, 135ALRS833. See Dun, Dig. 2119.

In action against trustee of corporation in liguidation
to recover for services rendered, issue being amount of
plaintiff’'s compensation, mdependent audits of corpori-
tion's business annually for many years were admissible
in evidence as admissions by corporation and defendant,
notwithstanding that on their face they appear to have
been based upon information furnished by plaintiff alone,
defendant being principal sttockholder, president, and

eneral manager, and neither he nor corporation could

lead ignorance. Lewin v. Proehl, 211M256, JOONWS14.
See Dun, Dig. 3409, 3418.

Where stockholders over a long period have committed
its business to control and management of its president
and general manager, there is evidence of his authority
to act for corporation in contracting for rendition of
services needed bly it even though there is no formal
%fﬂon by stockholders or directors. Id. See Dun. Dig.

Authority conferred upon managing officer of & cor-
poration by act of stockholders in permitting such officer
to control the business, said to be implled from facts, Is
rea.l]y actual authority expressed by conduct. Id. See

Dun. Dig. 2114,

In action by stockholder in behalf’ of corporation'to

recover of its officers and directors, burden was upon
gla.mtlff ta_prove alleged misappropriation and loss.
'Lvoxy v. Berkey, 212M1, 2NW(2d)146. See Dun. Dig.

Cases holding a corporation liable for negligence of
its agent even though Injured part% is agent's wife are
clearly distinguishable from cases holding that a part-
nership is not liable for negligence of a partner who
injured his wife. Karalis v. Karalis, 213M31, 4NW(2qd)
632. See Dun. Dig. 2022, .

Knowledge of an officer of a company was knowledge
of the company. Murphy v. Barlow Realty Co., 214M64,
TNW(21)684. See Dun. Dig. 2119.

Notwithstanding that a corporation is a legal entity
distinet from natural persons composing it, it is to
function at all it must act through human effort or by
means of human direction. Rommel v. New Brunswick
F“i;el;gr;s. Co., 214M251, 8N'W(2d)28. See Dun. Dig. 1969
(45, .

Corporate depositor was bound by provision in pass-
book that discrepancies and errors be reported to bank

within 10 days after receiving statement and cancelled

check, though employee charged with duty of examining
such statements was the person guilty of forging checks.
Brunswick Co Northwestern Nat. Bank & Trust Co.
214M370, SN'W (2(1)333 146 ALLR833. See Dun. Dig. 2119,

7492-30. Relutlon of directors and officers to cor-
poration.

As against existing creditors or stockholders a cor-
poration cannot make bonus payments to Iits' officers
which are not a matter of contractual obligation, such
payments bem% regarded as without conslderation after
services have been performed and officer has been paid
all that previous agreement calls for, but such extra
allowances may be made where no rights of creditors
are involved and where the stockholders consent, and
after the exlpiratlon of the statute of limitations, con-
sent of stockholders will be presumed, so that where
action by stockholders was not instituted for some 156
or 20 years after the bonuses had been paid and lack
of knowledge on the part of the stockholders was not
shown, such bonus payments were not recoverable. g'
um V. Johnson (Fergus Falls Woolen Mills Co.), (C.C.A.8),
127 F. (24) 491 reversing (DC-Minn), 41 F. Supp 3566,
See Dun. Dig. 2121.

Where 15 or 20 years elapsed since making of bonus
payments to officer of a corporation before action tg re-
cover same ‘was instituted by stockholders, who had at-
tended annual meetings where bonuses were declared
and who had made no objection thereto, it will be pre-
sumed that such stockholders had knowledge of and
acquiesced in the payment. Boyum v. Johnson, (Fergus
Falls Woolen Mills Co.), (C.C.A.8), 127.F. (2d) 491, re-
versing (DC-Minn), 41 F. Supp. 355. See Dun. Dig. 2121.

It was error for bankruptcy court to set off against
claim of stockholder against corporation Furchase price
of store sold by the corporation.to the claimant where
the records of the corporation showed that payment for
the store had been made by claimant by surrendering
obligations of the corporation which he held. Boyum v.
Johnson, (Fergus Falls Woolen Mills Co.), (C.C.A.8), 127
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F. (2d) 491, reversing (DC-Minn), 41 F. Supp. 355.
Dun. Dig. 2073.

In aotion against directors taking stock in another cor-
poration as a secret profit, evidence sustains finding as
to value of stock. Risvold v. G., 207TM359, 292NW103. See
Dun. Dig. 2096.

Corporation, not having sou% ht rescission and having
recovered secret profits made by its directors, may not
mulct person dealing with directors and his non-director
associates of their remaining interest in property which
was open and apparent on face of contract made with
corporation. Id. See Dun. Dig. 2096.

‘Where corporation purchased a divided Interest in gold
mine and it was later discovered that officers and direc-
tors also received an interest in the mine in nature of
a commission, corporation was under necessity either of
affirming or of rescinding entire transaction, but having
affirmed was entitled to everything purchased with its
money, including interest transferred by seller to officers.
Risvold v. G., 207TM359, 296NW411l, See Dun, Dig. 2103.

Where a person in a flduciary relation to another ac-
quires property, and acquisition or retention of property
is in violation of his duty as fiduclary, he holds it upon
a constructive trust for the other, and directors and offi-
cers of a corporation are fiduciaries. 1d. See Dun, Dig.
2113.

Where officers and directors of a corporation partici-
pate in purchase by corporation of an undivided interest
in a gold mine and later secretly receive from seller an
interest in gold mine in nature of a commission, they
~hold their interest for benefit of corporation under doc-
trine of constructive trust. Id. See Dun. Dig. 2113.

Where directors of corporation have clandestinely sold
their own property to corporation, they are not liable
as for secret proflits, but may be held as for “fraud or
excessive price,” in which case measure of damages is
difference between price paid by the corporation and fair
value of property. Id. See Dun. Dig. 2096.

Stockholder’s representative action, being based as it
is upon corporate right, belongs to corporation and
cause of action is enforced for its exclusive benefit, and
same relief is granted as if action had been instituted
by’ corporation itself. Briggs v. Kennedy Mayonnaise
Products, 209M312, 297TN'W342. See Dun. Dig. 2069.

In legal effect a representative action by a stockholder
so far as it relates to wrongdoer is one by corporation
conducted by stockholder as its representative. Id.

There being a fiduciary relationship between directors
and shareholders, law does not. require stockholder to
anticipate the worst of his benefactor, and there is no
presumption that directors are dishonest or corrupt
which imposes upon stockholders duty to investigate
books of corporation under penalty of being charged
with knowled e of their content. Lenhart v. Lenhart
Wagon Co., M164, 298N'W37, 135A1LR833. See Dun. Dig.

2096.

See

A mere showing that corporate books of account were
not well kept or that entries therein were not made
at proper time did not suffice to show loss or damage
to corporation in a representative action by stoclkkholder
against corporate officers. Savory v. Berkey, 212M1, 2
NW(2d)146. See Dun. Dig. 2069.

Majority stockholder, as president, liguidator, and sole
director and officer in charge of corporation’s affairs,
was charged with a duty of paying and settling claims
againgt the corporation and distributing the assets;
which duty arose out of his position as sole managing
officer, and to take such steps and to do such acts as
would tend to accomplish that end as expeditiously as
possible, and his duty was comparable to that of an execu-
tor or administrator charged with the responsibility of
collecting and dlstrlbutmg the assets to those entitled.
Young v. Blandin, 215M111, INW(2d)313. See Dun. Dig.

Expenses incurred by sole managing officer in charge
of liquidation of corporation in operation of an unauthor-
ized investment business, including his salary, office ex-
penses, and subscriptions to various investment services,
should not be charged against interest of a minority
stockholder in final settlement and the distribution, Id.

Nonliquidating dividends attributable to gains arising
out of wrongful investments by sole managing officer
of a corporation in charge of liquidation are not deducti-
ble from the amount a stockholder is entitled to receive,
under the rule that whatever gains accrue through un-
authorized use of trust funds belong to the cestui. Id.

One who was president, liquidator, and sole director
and officer in charge of a corporation’s’ affairs, stood in
the position of a fiduciary toward the corporation and the
other stockholders.

Where sole managing officer in charge of liquidation of
a corporation represented to a stockholder that he was
keeping the money “at intrest”, her acceptance of divi-
dends arising out of the unauthorized investments did
not constitute an estoppel. Id. See Dun, Dig. 2116

Officer of corporation in full management of a drug
store owned by the corporation was criminally liable for
act of an employee of the corporation in selling intoxi-
cating liquor in his absence, if he knew that liquor was
kept for sale and had full control and supervision over
the employee, and was attempting to use corporate legal
cntity as a shield of protection for himself in his unlaw-
ful activity of selling liquor. State v. McBride, 215M123,
INW(2d)416. See Dun. Dig. 2115b

An officer or agent of a corporation cannot avoid
responsibility for his act on the ground that it was done

\
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in his official capacity, nor can he assert that acts in
corporate form are not his acts merely because they are
carried on by him through the instrumentality of the
corporation which he controls and dominates and which
he has employed for that purpose. Id.

Although a director or other officer of a corporation
is not ordinarily criminally liable for acts performed by
other officers or agents of the corporation, he ig criminal-
ly liable for his own acts, although done in his offictal
capacity, if he participated in the unlawful act, either
directly or as an aider, abettor, or accessory. Id.

Under Uniform Fiduciaries Act §5, one selling land
to an individual and accepting in payment a check of a
corporation, by such individual as its president, held
liable to the corporation for the money received on such
check. LaVecchia v, N,, 98SE(2d) (NC)489.

7492-35. Voluntary transfer of corporate assets.

Under rule that to establish an express contract be-
tween parties by their letters or other written communi-
cations it must appear that there was a clear assent on
both sides to one and same set of terms, correspondence
held insufificient to establish a contract by a corporation
and controlling stockholders to pay plaintiff a fixed
amount out of proceeds from sale of assets of corpora-
tion. Young v. St. Paul Publishers, 210M346, 298NW251
See Dun. Dig. 2016.

Right of a Delaware corporation to sell all of its assets
to a Minnesota corporation and to issue new stock of
Minnesota corporation to old stockholders is governed by
the law of Delaware. Peterson v. New England Furniture
& Carpet Co., 210M449, 299N'W208. See Dun. Ibig., 29i4.

A corporatlon has the power to transfer its assets to,
and accept the stock of, a new corporation. Dworsky
v. Buzza Co., 215M282, INW(2d)767. See Dun. Dig. 2014,

In action .by stockholder who received -“stock of a
new corporation in place of stock of old corporation
which was liquidated. evidence held to show no fraud
which would warrant rescission. Id.

Thé sale by a corporation of its newspaper publishing
business in toto to another company amounted to'a dis-
missal of all of its employees engaged in that part of
defendant’s business and entitled them to severance pay
under an employment contract, though it took in ex-
change part of the stock of the other company and such
company reemployed the workers. Matthews . v. Minne-
sota Tribune Co 215M369, 10NW(2d)230 147TATLR147.
Dun. Dig. 2014

7492-36. Amendment of articles of incorporation.

A dead business corporation cannot renew under Laws
1943, c." 88, on basis of a reduced capital stock. Op. Atty. .
Gen, (92a-12), June 29, 1943.

Eiimination of accrued preferred.dividends by charter
amendment. 26 Minn, Law Rev.

7492-37. Provisions relating to certain amendments.
Op. Atty. Gen. (92a-12), June 29, 1943; note under
§749° 36, 301.37.

7492-38 Reduction oi stated capital.
p. Atty. Gen (92a-12), June 29, 1943;
5749" 36 301.3 ’

7492-39. nghts of shareholders not assenting to
certain corporate action,

Under Delaware law a preferred stockholder objecting
to a merger gf the Delaware corporation with a Minné-
sota corporation may not sit idly by and, when merger
or sale has been accepted by a great majorlty of stock-
holders, come into court to have transaction set aside,
especially where there has been laches. Peterson v. New
England Furniture & Carpet Co., 210M449, 299NWZ208. See
Dun. Dig. 1991, .

7492-40. Consolidation and merger authorized.

Generally, no merger of corporations created by dif-
ferent states can occur unless authority to merge with
foreign corporations is clearly and affirmatively con-
ferred upon each constituent corporation. Op. Atty. Gen.
(92a-8), Apr. 6, 1942,

7492-43. Rights of dissenting shareholders.

Under Delaware law a preferred stockholder objecting
to a merger of the Delaware corporation with a Minne-
sota corporation may not sit idly by and, when merger
or sale has been accepted by a great majority of stock-
holders, come into court to have transaction set aside,
especially’ where there has been laches. Peterson v. New
England Furniture & Carpet Co., 210M449, 299NW208. See
Dun. Dig. 1991.

7492-45. Proceedings for dissolution.

Laws 1943, c. 209, provides that corporations estab-
lished for care of dependent children and aged persons
under secticns 7920-7926 may be dissolved under these
sections.

7492-46. Voluntary proceeding for dissolution.
Certificate of voluntary dissolution may be filed with
secretary of state. Op. Atty. Gen. (92a-29), Oct. 28, 1941,

7492-47. Winding up out of court.
Stockholder in corporation being liquidated was not

barred from asserting a cause of action against sole
managing officer in charge of liquidation, who indulged

Sece

note under
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in the buying and selling of bonds and stocks with cash
assets of the company for purpose of making a profit on
the rige in market value of securities or to minimize or
to recoup a loss from a fall in the market value of any
security, by waiver, laches, or estoppel, though she did
not attend stockholders’ meetings which were held every
year, and received the dividends out of profits flowing
frqm the unauthorized investments during the first years,
and relied on such managing officer’'s representation that
it would be to the best interests of the stockholders to
delay distribution until after settlement of income mat-
ters and contingent liability as guarantor on bonds and
made no independent investigation. Young v. Blandin,
215M111, 9NW(2d)313. See Dun. Dig. 2116, 2122,
‘“Liquidation” of a corporation means realization on as-
sets and the discharge of liabilities and the distribution
of net proceeds to stockholders, and any use of the cor-
porate assets inconsistent with the mere collection of as-
sets, settlement of liabilities, and the distribution of the
proceeds to the stockholders constitutes a breach of duty
by an officer managing the corporation and its winding
up. and question whether certain of investments made
out of cash on hand be considered wise and prudent_or
speculative and whether they were made with the care

and diligence of an investor are immaterial. Id. See Dun.
Dig. 2123.
7492-47a. Time extended for closing affairs of cer-

tain corporatlons—Process.—When any corporation,
other than a corporation having the power of emi-
nent domain, whose existence was terminated on or
before July 1, 1939, by forfeiture or by expiration
of its period of duration as fixed by its charter or
otherwise, did not or shall not fully close its affairs
and convey all of its property within the period of
three years succeeding the date of such termination,
and when such corporation has or claims or appears
to have or claim any interest in or to any property,
the time limit for so closing its affairs and disposing
of its property is hereby extended for two years after
the passage of this act for the purpose of permitting
the corporation to close its affairs and dispose of its
property, and the extension hereby made shall also
apply for the purpose of authorizing and permitting
service of process in actions at law or in equity in
order that the corporation may prosecute and defend
actions and be served with process therein. (Act Apr.
9, 1941, c. 128, §1.)

[647.25]

Certificate of voluntary dissolution may be filed w1th'

secretary of state. Op. Atty. Gen. (92a-29), Oct. 28, 1941.

7492-47b. Transfer.—-The corporation during such
two year period when authorized by a majority vote
of its board of directors and the written consent of
the holders of a majority of the shares of stock of
the company, issued and outstanding, having voting
power, may transfer ‘and convey all or. any part of
its property to a trustee or trustees with power of
sale in trust for the benefit of all of the stockholders
of the corporation. (Act Apr. 9, 1941, c. 128, §2.)
[647.25] . .

7492-47c. Transfers made on or before two years
after passage of act legalized.—Any and all transfers
and conveyances of property by the corporation and
the service of process by or against the corporation,
made or done after the date of termination of its
corporate existence and on or before two years after
the passage of this act, are hereby legalized and made
of the same force and effect as if the same had been
made or done within three years after the date of
termination of its corporate existence. (Act Apr. 9,
1941, c. 128, §3.)
[647.25]

7492-4%d. Pending proceedings.—This act shall not
affect any action or proceeding now pending. (Act
Apr, 9, 1941, c. 128, §4.)

[647.25] :

7492-48. Grounds for involuntary dissolution.

Venue of a proceeding for involuntary dissolution of
a corporation is in county of its principal. place of
business, and not in some other county where it has
an agent or property. Radabaugh v. H. D. Hudson Mfg.
Co., 212M180, 2NW (2d)828. See Dun. Dig. 10110.

7492-53. Claims against corporations in dissolution,
etc.

Where company engaged in business of servicing large .

employers of labor by undertaking to instruct help by
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furnishing printing matter teaching how services would

-be more efticient and profitable to employer discounted

spurious contracts with finance company and was placed
in receivership, meanwhile continuing its business of

* procuring contracts for services, to wipe out loss of fl-

nance company, and profits thereafter to be equally di-
vided between finance company, individual originating
the literature, and plaintiff salesman, agreement of fi-
nance company to pay plaintiff commissions and expenses
owing to company in receivership if he would continue
to sell contract for finance company wasg severable from
agreement for advances and commissiong with respect
to a new business, and money pald for commissions on
centract subsequently obtained could not be applied upon
agreement of finance company to pay what was due from

" other company, and success of anticipated business was

not condition precedent,-and it was immaterial that new
federal legislation led employers of labor to hesitate to
contract for services. Smith v. Minneapolis Securities
Corp., 211M534, INW(2d)841. See Dun. Dig. 2158

7492-69, Certain corporations legalized and acts
validated.

Laws 1941, c. 127, legalizes and validates the renewal
of corporate existence of private corporations in certain
cases, N

Legalizing renewal. Laws 1943, c. 401.

7492-69b. Renewal of corporatc existence of ex-
pired corporations.

See Laws 1943, c. 88, as to renewal of corporate ex-
istence.

Renewul of corporate existence. Laws 1943, ¢, 401, §l.

UNIFORM STOCK TRANSFER ACT
Adopted by North Carolina, 1941.

7492-71. How title to certificates and shares may
be transferred.

Read v. Penn. Co. for Ins Etc,, 12Atl(2d) (Pa)9%25.

Federal court'in refusing to follow construction by
state intermediate court of Ohio Uniform Stock Transfer
Act failed to apply the state law as required by 28:725,
Mason's U. S. Code Annotated, in absence of persuasive
data that highest court of state would decide otherwise
than did intermediate court, and especially where such
highest court had refused to review such intermediate
court’s decision. West v. A, 311U8223, 61SCR179, 132ALR
956, rev’e (CCASG), 108F(2d)347. See 121F(2d)142. Cert.
den. 62SCR138. See Dun. Dig. 2044, 3748.

Stock disposed of by a holder may be restricted by an
option provision for repurchase. Warner & Swasey Co.
v. Rusterholz, (DC-Minn), 41FSupp498. See Dun. Dig.
15’6208 1749a,” 2037, 2040a, 2112a, 3560, 5653, 7480, 9888a,

u-)

In action to recover corporate stock or value thereof
on ground that it had been obtained from plaintiff by
means of fraud, evidence held not to show fraud. Kck-
berg v. T, 207\1’433 292N'W19. See Dun. Dig. 8589.

Shares of corporate stock are personal property in the
form of a property interest in the corporation, and are
subject of attachment, garnishment, and levy of eXecu-
tion. Wackerbarth v. W., 207TM507, Z'MNV\ 214. See Dun.
Dig. 2027.

Uniform stock transfer act was not involved in an ac-
tion involving right to garnish corporate stock, cer-
%lﬂi’lte for which was never issued. Id. See Dun. Dig.
04

Net worth or book value of a corporation, determina-
tive of book value of its stock, is but the favorable dif-
ference between its assets and liabilities correctly com-
Iz)&t?d Bass v. Ring, 210M598, 299NWE679. See Dun. Dig.
- A stockholder authorizing his attorney to offer his
stock and that of another at a certain price on condi-
tion that purchaser must agree to purchase other stock
on the same basis to the extent of a certain number of
shares, a letter written by attorney containing the offer
and a letter accepting the offer established a contract
by such stockholder to sell stock owned by him, though
offer was not authorized by the other stockholder. Hag-
lin v. Ashley, 212M445, 4NW(2d)109. See Dun. Dig. 1742,
8499, 8500.

Where corporate stock 1s not sold on market and as
such has no established market value, and its actual
value is conjectural or problematical, sguciﬁc perform-
ance of an agreement to sell it ma.Y e enforced, as
there is no definite basis for assessing damages. Id.
See Dun, Dig. 8789.

In a clear, unambiguous agreement drawn by compe-
tent counsel whereby plaintiff agreed to sell shares of
stock in a corporation to defendants for a stated price,
a portion of which was to be retained by defendants to
.cover plaintiff’s proportionate share of costs and ex-
penses incurred in connection with litigation arising out
of certain construction work, the word “litigation” must
be given .its commonly accepted meaning and may not
be construed to include other claims or demands. Bass
v. Ring, 215M11, 9INW(2d)234. See Dun. Dig. 8§518.

One whose stock has been wrongfully transferred on
the books of a corporation may treat the transfer as
valid and sue either in equity to compel the corporation
to restore him to his rights as a stockholder or at law
for conversion of his shares by the corporation, but the
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duty of the corporation to protect the owner is one
imposed by law, and not one arising out of contract.
Boyum v. Massachusetts Investors Trust, 215M485, 10NW
(2d)379. See Dun. Dig. 2040, 2044, :

Provisions that title to stock passes only upon delivery -

of certificate, did not apply to a case where owner of
stock executed and delivered a trust instrument contain-
ing words of present assignment, with intent to pass title
to trustees, without delivering certificate. Home for Des-
titute Crippled Children v. B, 31NE(24d) (I11App)812.

Where person received stock endorsed by the one to
whom it was issued and without any notice of defect
in the endorser’s title, he was entitled to a writ of
mandamus compelling the corporation to transfer the
stock to his name on, its books,
Terrazzo Co., 309 Il1App 475, 33NE(2d)504.

Under this act certificates of stock are negotiable. Id.

Wrongful transfer of stock certificates held in escrow,
to an innocent purchaser for value, could be enjoined
by the corporation issuing the stock, and the certificates
recovered. Fulton Land Co. v. Armor Insulating Co., 192
Gab26, 158K (24)848.

Requirement of code that incorporeal things should be
transferred by authentic act is superseded by the Uni-
form Stock Transfer Act, but provision with respect to
gsx)%nual gifts is not affected. Le Blanc v. V,, 198So(La)

Shares created in a state which has adopted Uniform
Stock Transfer Act with its provision that title to a
share can be transferred only by delivery of the certifi-
cate may be transferred by delivery of certificate as
provided by Act of that state even though delivery takes
place in another state where such Act is not in force.
Morson v. 8., 20NE(2d) (Mass)19.

Uniform Stock Transfer Act provision for transfer of
full legal title by delivery and endorsement does not ap-
ply to co-operative banks in Massachusetts in view of
statute providing for transfer of shares of co-operative
banks only on books of corporation, and transfer of cer-
tificates gives only an equitable title and does not give
legal title sufficient to allow recovery in action for con-
version of stock. Lane v. V., 30NE(2d) (Mass)821. )

Act clearly intended that a stock certificate embodied
the shares of stock themselves, so that the situs of the
shares is the  situs of the certificate. Haughey V.
%%a“lighey. 305Mich356, INW(2d)575. See Dun. Dig. 2043,

Creditors of corporation are presumed to know terms
of uniform stock transfer act provision which permits
valid transfer of stock without having it registered upon
books of company, and therefore are charged with knowl-
edge that stock register does not always represent true
ownership of stock. Murfrey, Blossom & Co. v. S, 31NE
(2d) (OhioApp)134, ]

In Ohio there is no law which requires transfer on
books of corporation as prerequisite to transfer of own-
erﬁhip of stock, since passage of uniform stock transfer
act,

Where written power of attorney provided that power
should be revoked automatically by death, sale of stock
pursuant to such power was valld where third party did
not know of death of owner of stock. Young v. W., 31INE
(2d) (OhioApp)728.

7492.73. Corporation not forbidden to treat reg-
istered holder as owner.

Liquidating committee of bank could sue to recover
dividend paid to pledgor of stock to bank as security
for loan, though bank had assigned the note and pledge
to the Reconstruction Finance Corporation as security
for loan to bank, in view of this section. Morrison v,
G., 196S0(Miss) 247.

7492-75. Who may deliver a certificate.

In action to determine ownership of corporate stock,
claimed by third person as purchaser in good faith, evi-
dence held to sustain finding-that there was no delivery
of the stock to third person and that person Iin possession
was not agent or broker of suchothird person. Robinson

v. Robson, 297Mich119, 29TNW208.
7492-76. Indorsement effectual in spite of fraud;
etc.

Read v. Penn. Co, for Ins., Etc, 12Atl1(2d)(Pa)925.

Act is all-inclusive and admits of no exceptions, even
in case of theft or felonious taking from owner, affecting
right of a good faith purchaser. People v. Depositors
State Bank, 28NE(2d) (I11)825.

7492-83. No attachment or levy upon shares unless
certificate surrender; etc.

Status and interest of a member of a federal savings
and loan assoclation is not subject to provisions of uni-
form stock transfer act relating to a levy of execution,
and share certificate need not be seized to make a levy on
account effective, and sheriff does not sell the share ac-
count, but merely collects from association the ‘‘things
in action”, the amount in the debtor’s account to which
debtor {s entitled. Benton's Apparel v. Hegna, 213M271,
TNW(2d)3, 143ALR1148. See Dun. Dig. 2043, 2044.

Sheriff could levy execution upon corporate stock is-
sued prior to effective date of the uniform stock transfer
act without obtaining physical possession of the certifi-

cate, and could make a sale thereof. Brennan v. Friedell,:

2156M499, 1O0NW (2d)355. See Dun. Dig. 2043, 2044,

transfer title.

Priess v. Acme Mosalc
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Shares of stock in a foreign corporation are subject
to attachment in a state where the Uniform Stock Trans-
fer Act is in effect and where the certificate -is located,
if in the state of incorporation a transfer of a certificate
of stock by endorsement and delivery is sufficient to

Haughey v. Haughey, 305Mich356, INW
(2d)575. See Dun. Dig. 2043, 2044.

7492-88. Rule for cases not provided for by this
act, .

Adjudication of bankruptcy of stockholder of bank
followed by appointment and qualification of a trustee
in bankruptcy terminates bankrupt's ownership of bank
stock as of date of the adjudication where such stock
is not exempt property. State v. Arrowhead Investments,
28NE(2d) (Ohlo)797.

7492.91, Definition of the person appearing to be
the owner of certificate.

Where a bank took stock which was registered in firm
name of a brokerage partnership, and endorsed in blank,
as collateral for a personal loan to a member_ of the
firm, it was not put upon notice -of the fact that the
firm was not the true owner. Mason v, Public Nat, Bank
& Trust Co., 28NYS(2d)416, 262AppDiv249.

A transfer of stock which is registered in the name of
a brokerage firm and endorsed in blank is valid even 1if
made without the knowledge of the true owner, unless
transferee acted in bad faith. 1Id.

7492-93. Act does not apply to existing certificates.

Sheriff could levy execution upon corporate stock is-
sued prior to effective date of the uniform stock transfer
act without obtaining physical possession of the certifi- .
cate, and could make a sale thereof. Brennan v. Friedell,
215M499, 10NW(2d)355. See Dun. Dig. 2043, 2044,

FOREIGN CORPORATIONS

7493. Affidavit to state street number address of
agent—Etc. [Repealed.]

Repealed. Laws 1935, c. 200, §§27 and 30.

.Service of a summons upon Secretary of State did not
give court jurisdiction of - an_ action to recover from a
foreign corporation which sold securities in Minnesota
without complying with law requirin%1 it to obtain a
license, where the corporation had withdrawn and was
doing no business in the state at time summons was

served. Sivertsen v. Bancamerica-Blair Corporation, (D
C-Minn), 43 F. Supp. 233. Appeal dism’d (C.C.A.8), 129
F, (2d) 1022. See Dun. Dig. 7814.

‘When a foreign social and charitable corporation pur-
sues within our limits purposes for which it 1s organized,
it is doing business in Minnesota, and amenable to proc-
ess here, .and chief local officer, appointed by and re-
sponsible to foreign corporation, is .a proper person to
serve as agent of the corporation. High v. 8., 206M599,
289NW519.  See Dun. Dig. 7814,

Jurisdiction of a foreign corporation was not obtained
by service of summons by sheriff ‘leaving copies with
chief clerk of corporation division of secretary of state,
or by leaving copies of summons with deputy securities
commissioner, it appearing that defendant entered state
in May, 1929, and transacted business in securities until
October, 1931, when it entirely withdrew therefrom and
has never since transacted any business in the state, and
never registered any securities in the state nor applied
for nor received license to deal in securities therein, and
never appointed any agent to receive process or notice
for it nor complied with Mason’s St., §§7493, 7494, on
withdrawing, or with §3996-11, and securities sold to
plaintiff were never registered with securities commis-
sioner. Babcock v. Bancamerica-Blair Corp., 212M428, 4
NW(2d)89. See Dun, Dig. 2187.

7494. Licenses required—Filing copy of articles of
incorporation and statements—Etc. [Repealed.]

Repealed, Laws 1935, c. 200, §§27, 30.

Babcock v. Bancamerica-Blair Corp., 212M428, 4NW(24)
89: note under §7493.

Departure of foreign corporation from Minnesota, sub-
sequent absence therefrom and residence elsewhere, held
to have tolled Minnesota Statute of Iimitations with re-
spect to action against such corporation. City Co. of
New York v. 8., (CCAS8), 110F(2d)601, aff’g. (DC-Minn),
25FSupp948. Overruled by 209M1565, 296NW513, and later
rev’d and remanded by 312US666, 61SCR823, 85LIEd1110.
Chase Securities Corp. v. V., (CCA8), 110F(2d)607.

Service of a summons upon Secretary of State did
not give court jurisdiction of an action to recover from
a foreign corporation which sold securities in Minnesota
without complying with law requiring it.to obtain a 1i-
cense, where the corporation had withdrawn and was
doing no business in the state at time summons was

served. Sivertsen v. Bancamerica-Blair Corporation, (D
C-Minn), 43 F. Supp. 233. Appeal dism'd (C.C.A.8), 129
F. (2d) 1022. See Dun. Dig. 7814,

Running of limitations is not tolled by departure of
foreign corporation from state so long as there 'is a
process agent in state. Pomeroy, v. N, 209M155, 296NW
513. See Dun. Dig. 5610.

7495-1. Definitions.
Where a corporation, organized under the laws of one
state, transacts no business there and establishes its
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principal office in another, where it manages and directs

CH. 58—CORPORATIONS §7636
the trial. Risvold v, G., 209M357, 296NW411, See Dun,
Dig. 2188.

its business, it acquires a commercial domicile there, in
virtue of which it is subject to taxation there upon its
intangibles, even though its business may extend into
other states. Cargill v, Spaeth, 215M540, 10NW (2d)728.
See Dun. Dig. 9155.

A foreign non-profit corporation is not required to
secure a certificate of authority, and this applies to a
sorority. Op. Atty. Gen.,, (92c¢), June 26, 1941,

7495-2. Foreign corporations must have a certificate
of authority. :

A state has no right to exclude foreign corporations
from doing business within the state where the business
has a substantial relation to interstate commerce, Union
Brokerage Co. v. Jensen, 215M207, INW(2d)721. See Dun.
Dig. 2186, 4895, R

A state may impose such restrictions as it sees fit as a
prerequisite to a foreign corporation coming into the
state to do business, Id.

‘Where a railroad corporation licensed to do business
in the state was reorganized in bankruptecy and new
corporation was formed under order of court, the new
corporation must become licensed as an entirely new
entity and pay required license fees. Op. Atty. Gen,
(92¢), Dec. 18, 1941.

7495-38. Foreign corporations not to do banking
business.—No foreign corporation shall transact in
this state the business which only a bank, trust com-
pany or building and loan association may transact
in this state; provided, however, that any such for-
eign corporation may apply for, in the manner here-
inafter set forth, and obtain a certificate of author-
ity to tramsact in this state the business of making
real estate loans. (As amended Apr. 9, 1941, c. 164,
§1.) .

Intention of 1941 amendment appears to have been to
extend to building and loan association organized under
the laws of other states the privilege of qualifying here
for the sole business of making real estate loans. Op.
Atty. Gen. (53C), Jan. 30, 1942, .

Federal building and loan association may do business
in this state without qualifying as a foreign corporation.

7495-4. Names of corporations.

(a). .

A “banking’” corporation authorized to do business
under banking laws of New York may not establish a
place of business in this state to lend money, purchase
accounts, notes, choses in action, etc.,, but not to accept
deposits, operate as a bank or perform any banking func-
tion, cannot use the word “banking’” in its name. Op.
Atty. Gen. (92¢), July 15, 1943.

7495-8. Same powers as domestic corporation.

A corporation organized under laws of Maine and li-
censed to do business in Missouri and Minnesota may not
obtain a reciprocity permit for motor vehicles registered
111!;14d0er laws of Missouri. Op. Atty. Gen. (632C), Dec. 10,
Statute authorizing a foreign corporation to conduct
business in Minnesota does not render corporation a
“resident” within meaning of fur buyer’s license act.
]S)QatezfrégStarkweather, 214M232, TNW(2d4)747. See Dun.

ig. .

7495-13. Service of process, .

Running of limitations is not tolled by departure of
foreign corporation from state so long as there is a proc-
-ess agent in state. Pomeroy v. N., 209M155, 206 NW513. See
Dun. Dig. 5610. !

7493-14. Must file report with Secretary of State.

‘Where no report was filed on or before April 1 and
notice was sent on May 13 by registered mail apprising
companK of fact that its certificate of authority would
be revoked unless default was cured within thirty days
cafter mailing of such notice, and no report was filed,
revocation of license was proper, and report could not
be reinstated later without payment of required fees
and penalty, no “good cause” being shown. Op. Atty.
Gen. (92c), July 13, 1942.

7495-17. Revocation of license.

(a).

W{lere no report was filed on or before April 1 and
notice was sent on May 13 by registered mail apprising
company of fact that its certificate of authority would
be revoﬂed unless default was cured within thirty days
after mailing of such notice, and no report was filed,
revocation of license was proper, and report could not
be reinstated later without payment of required fees and
penalty, no ‘“good cause”’ being shown. Op. Atty. Gen.
(92¢), July 13, 1942.

7495-20. Foreign corporations may not maintain
action unless licensed.

Fact that a foreign corporation, Party to an action, has
not been licensed to do business In state is, as against
it, a defense to be afiirmatively pleaded and may not be
taken advantage of by motion to dismiss not made until

A foreign corporation which maintains an office in
Minnesota, engages in a substantial wholesale busginess
here through an agent employed on-a commission basis,
and otherwise engages in business activities here, 1s do-
ing a local business within the state, and cannot main-
tain an action upon a guaranty agreement executed in
the state without having obtained a certificate of author-
ity to do business in the state. Cohn-Hall-Marx Co, V.
Feinberg, 214M584, 8N'W(2d)825. See Dun. Dig. 2187.

Activities of a corporation as a customhouse broker,
which were local and intrastate in character and had no
substantial relation to interstate commerce rendered
corporation amendable to statute requiring a certificate
of authority before bringing an action in the state. Union
Brokerage Co. v. Jensen, 215M207, INW(2d)721. See Dun.
Dig. 2188, 4894.

7495-27. Laws repealed. .

Jurisdiction of a forelgn corporation was not obtained
by service of summons by sheriff leaving copies with
chief clerk of corporation division of secretary of state,
or by leaving copies of summons with deputy securities
commissioner, it appearing that defendant entered state
in May, 1929, and transacted business in securities until
October, 1931, 'when it entirely withdrew therefrom and
has never since transacted any business in the state,
and never registered any securities In the state nor ap-
plied for nor received license to deal in securities there-
in, and never appointed any agent to recelve process or
notice for it nor complied with Mason's St., §§7493, 7494,
on withdrawing, or with §3996-11, and securities sold to
plaintiff were never_registered with securities commis-
sioner. Babcock v. Bancamerica-Blair Corp,, 212M428, 4
NW(2d)89. See Dun. Dig. 2187. . .

7495-80. Date effective.

Babcock v. Bancamerica-Blair Corp.,, 212Md428, {NW (2d)
89; note under §7495-27.

PUBLIC SERVICE CORPORATIONS .

RAILROAD CORPORATIONS
7525. Right of way over public ways.

Generally speaking, county board has no authority to.

grant easements or permits for electric power lines over
{%31(1 forfeited lands. Op. Atty. Gen. (700A-3), Aug. 21,

7526. Power to acquire property.

Pike Rapids Power Co. v. M., (CCA8), 39F(2d)902. Cert.
den., 69SCR362, 488. Reh. den., GISCRA4ST, Judgment
conforming to mandate aff’d, 106F(2d)891,

7535. Right of eminent domain in certain cases.

No state officer or employee has authority to glve a
right of way easement to any corporation, cooperative,
or person over state hospital property. Op. Atty. Gen.,
(700a-3), Oct. 24, 1939.

7536. Use of public roads—Restriction.

In death action against power company involving
electrocution and wherein defendant had burden of proof
on issue of contributory negligence, it is difficult to un-
derstand how presumption of due care in favor of a
decedent would operate in favor of plaintiff. Peterson
v. M., 206M268, 288N'W588. See Dun. Dig. 2616.

Plaintiff’'s decedent, killed by electrocution, was gulilty
of negligence as a matter of law in manner he cut down
a tree which either struck or came within immediate
area of high tensgion nower line maintained by defendant,
Id. See Dun. Dig. 2996.

All persons are ‘held to have a certaln minimum of
knowledge, including scientific facts commonly known in
community, and danger of electricity.is so widely known
and appreciated that all persons are deemed by law, to

have knowledge of its deadly p}otentialltles. Id. See Dun, .

Dig. 2996.

In case involving electrocution of employee by defend-
ant’s uninsulated electric wire, where recovery is sought
by employer's insurer, as subrogee, for payments made
to employee’s dependents, questions of negligence, as-
sumption of risk, and contributory negligence of both
employee and employer were for jury. tandard Acc.
Ins. Co. v. M., 207M24, 289NW782, See Dun. Dig. 2996.

An ordinance of city of St. Paul under which city
officers employ city employees in trimming trees along
telephone and electric power lines and charge expense
thereof to utilities involved is within powers conferred
by the welfare clause of city charter. Erny v. C, 207TM
150, 290NW427. See Dun. Dig. 6617. -

Where housewife was temporarily blinded by an elec-
tric flash while operating an electric stove in usual man-
ner, court properly applied res ipsa loquitur doctrine in
action against power company which had installed stove
a few days prior thereto. Peterson v. M., 207M387, 291
NW705. See Dun. Dig. 7044,

In action for injuries caused by flash of electricity
while operating. electric stove in ordinary manner, court
did not err in instructin§ jury with respect to defendant’s
power company’s capacity as a supplier of chattels and

- as a distributer of electricity, since negligence of de-
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-fendant must be result of default in either capacity. Id.
See Dun, Dig. 6995.

An individual, by mere entry upon and use of public
highways of a township with his water supply system,
obtained no statutory franchise, since such water supply
system is not to be classified as “water power”. Kuehn
v. V. 207M518, 292NW187. See Dun. Dig. 4168.

Individual maintaining water supply system along
highway could not claim authority or franchise on ground
of municipal acquiescense since no prescriptive right may
ll):ﬁ g%i&%d in a public street or highway. Id. See Dun.

g. . .

Where motorist ran off of pavement and broke a pole
carrying highly charged wires, causing wires to sag over
edge of pavement several feet from ground, ther existed
a dangerous traffic situation and an emergency requir-
ing prompt action by power company after notice, and
power company was liable where its employees arriving
upon scene failed to immediately render conditions safe
before a person rushing to aid of injured motorist was
electrocuted. Arnold v. Northern' States Power Co., 209
M551, 297TN'W182. See Dun, Dig. 2996.

Motorist driving off highway and breaking pole sup-
porting highly charged electric wires was not relieved
of liability for death of one electrocuted while rushing
to his aid by reason of intervening negligence of power
company in failing promptly to meet the emergency, and
power company was not relieved of liability because it
did not create the dangerous situation. Id. See Dun.,
Dig. 2996, 7005,

Where motorist ran into power pole causing line to
sag within several feet of edge of pavement, a farmer
ignorant of electricity was not guilty of contributory
negligence as a matter of law in attempting to pass
under wire to render aid to injured motorist. Id. See
Dun. Dig. 7025.

. Public liability policy issued to electric company
constructing rural electric lines did not cover loss sus-
tained by insured by reason of deliberate tresspass and
the cutting of trees. Langford Elec. Co. v. Employers
Mut. Indem. Corporation, 210M289, 297TNWS843.
Dig. 4875pp.

A power company with legal advice from start of nego-
. tintions could not claim that ordinance granting fran-
chise was in effect though not signed by village presi-
dent or attested by recorder or published, under doctrine
of equitable estoppel, since it must_ have known that
ordinance must be signed, attested and published. Union

Public Service Co. v. Village of Minneota, 212M92, 2NW ~

(2d)555. See Dun. Dig. 6788, 6789. .

Tt would seem desirable that consent to use of village
street by a power company should be in a more formal
document than a mere motion before council. Id. See
Dun. Dig. 6618.

Act of village council in form of an ordinance both
ag to title and contents, granting a power company au-
thority to use street, must be published as an ordinance.
Jd. See Dun, Dig. 6789.

Before an ordinance takes effect, including an ordi-
nance granting a franchise to a power company, it may
be revoked or repealed by village council either by mo-
tion, resolution, or ordinance. Id. See Dun. Dig. 6790.

Evidence that a workman, who was electrocuted by
taking hold of a metal brace and an uninsulated spot
on a connection with high-voltage wires, while engaged
in the performance of his work on the steeply sloping
roof of a lean-to shed, was seen walking on the roof
toward the crossarm brace and afterwards was seen
holding onto the connection at the uninsulated spot and
the metal brace, with his body doubled up, but did not
show what the workman did when he got in close
proximity to the brace, did not displace the presumption
that decedent exercised due care for his own safety.
Schroepfer v. City of Sleepy ITye, 215M525, 10NW(2d)398.
See Dun. Dig. 2996.

A distributor of electricity placing connections between
its customer’s and its own high-voltage electric wires on
a crossarm four feet above the roof of a lean-to shed,
on which the presence.of workmen might reasonably be
anticipated, may be found negligent, if one of the con-
nections ig partly uninsulated. for failure to insulate the
connection or to place it above the danger line of con-
tact. 1d. .

A distributor of electricity, because it is a dangerous,
deadly, and silent force, is under an affirmative duty
either to insulate its wires or to place them beyond the
danger line of contact where people might reasonably
be expected to go. Id.

‘Where a distributor of electricity places its wire  in
such a way that there is no reasonable ground to antici-
pate that people will come in dangerous proximity to
them, there is no breach of legal duty and consequently
no basis for a.charge of negligence. Id.

Rules applicable to duties of any distributor of elec-
tricity were applied in determining question of negli-
gence of a city, with respect to the insulating and
placing of high tension wires. Schroepfer v. City of
Sleepy Eye, 215M525, 10NW (2d)398. See Dun. Dig. 2996f.

Where contract for repairing a county aid road pro-
vided that power poles should be removed by owners,
and cooperative electric company refused to make two
moves, and county agreed to pay for one move, cost to
county was a necessary incidental expense which could
properly be paid out of road and bridge fund. Op. Atty.
Gien., (98a-12), Nov. 4, 1939,

See Dun, -
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Where alteration in highways necessitated removal of
telephone pole to a temporary location and their removal
back after grading was completed, cost of moving poles
falls upon company and not upon county. Op. Atty. Gen.
(98a-12), Feb, 13, 1940.

Water power, telegraph, telephone, or light, heat and
power company may install lines on public highways
outside a city or village without any permit from county
commissioners, whether roads are towns, county or
state roads. Op. Atty. Gen. (624c-14), June 17, 1940.

Where rural cooperative electric association erected
poles along county highway but outside its 33-foot right-
of-way, and county obtained slope easement from abut-
ting owners for purposes of improving road, cost of
removing poles should be paid by county, regardless of
restrictions in permit to construct lines along and over
county roads, Op. Atty. Gen, (377a-13), Sept. 18, 1940,

It is not necessary for village to advertise for bids in
connection with granting of franchise to electric light
and power company to furnish energy to village and in-
habitants, if franchise is not exclusive and does not ex-
gee{isfo period of 15 years. Op. Atty. Gen. (707a-15), Dec.

Office of attorney-general has held that a village could
not grant a perpetual franchise to a light and power.
company, but law is so uncertain that there should be
a judicial determination of the question. Op. Atty. Gen.
(204a-5), Dec. 10, 1940.

Generally speaking, county board has no authority to
grant easements or permits for electric power lines over
ifﬁ(l forfeited lands. Obn. Atty. Gen. (700A-3), Aug. 21,
Grant of franchise to public utility to use street is
question for village council, and an election on question
;wf]g]fl be only advisory. Op. Atty. Gen. (624A-§, Sept.-

Village council has no power to regulate rates of power
company whose franchise has expired, and right to
charge license fee for use of street is doubtful, in ab-
iggge of a .contract. Op. Atty. Gen. (624A-5), Mar. 25,

TELEGRAPH AND TELEPHONE COMPANIES

7549. Who may construct telegraph lines;. etc.

Laws 1921, ¢. 92, conferring on villages power to issue
bonds for erection of a white way, has expired by its
own terms. Op. Atty. Gen. (44B-16), Aug. 21, 1941. -

CEMETERY ASSOCIATIONS

7557. Existing and new cemeteries, how governed.

One attending a burial service was an invitee of ceme-
tery, which was bound to keep premises in a reasonably
safe condition for her use and give warning of latent or
concealed defects, though it owed no duty to warn of
known or obvious dangers. Hutchison v. Hillside Ceme-
tery Ass'n, 212M242, 4NW(2d4)81. See Dun. Dig. 6984.

Finding that cemetery failed to keep premises In rea-
sonably safe condition for use of invitee was sustained
by evidence that it allowed a wire pedestal to remain
on grave in area to be occupied by those attending a
burial service, and plaintiff's failure to look as she
stepped backward was not contributory negligence as
matter of law, though some lot owner placed the wire
pedestal on his lot contrary to regulations, Id. See Dun.
Dig. 6984, 6994. : . L

A cemetery corporation whose existence has terminat-
ed by limitation within three years may transfer its
property to a cily and city may agree to maintain and
operate the cemetery as a public cemetery. Op. Atty.
Gen. (8704), Dec. 10, 1943.

7558. Cemetery associations.

A cemetery association organized under Stats. 1878,
Title 5, §239, etc.,, may transfer cemetery to a city to be
held and maintained as a cemetery by the city, under
proper arrangement for carrying out obligations to
lot owners. Op. Atty. Gen. (870b), Aug. 13, 1943.

7559. Officers of cemetery associations to make re-

orts.

P When a township is dissolved, it is duty of county com-
missioner to appoint an actuary for town cemetery until
it is disposed of. .Op. Atty. Gen. (870), Dec. 10, 1940.

7561. Land, how acquired—Extension.—Every
such corporation may take and. hold, by purchase or
gift, within the county of its location, and in an ad-
joining county, not exceeding 300 acres of land to
be actually used and occupied exclusively for the
burial or cremation of the dead and for purposes
necessary or proper thereto. Such land, or such por-
tion thereof as may from time to time be required
for that purpose, shall be surveyed and divided into
lots of such size as the trustees shall determine,- with
such avenues, alleys, and walks as they deem proper,
and a map of such survey shall be filed for record
with the register of deeds of the county of its loca-
tion; and whenever the corporation desires to en-
large its cenietery, and cannot agree with the -owners
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of the land- desired therefor, the same may be ac-
quired’ under the power of eminent domain: Pro-
vided, that-public necessity, propriety and conven-
ience require such proposed enlargement, which, to-
gether with the boundaries thereof, shall be first es-
tablished and determined as issues of fact. (As
amended Act 16, 1941, c, 240, §1.)

Lands acquired must be within county of location of
cemetery, and association cannot purchase adjoining
11%2(35 in another county. Op. Atty, Gen. (870a), Nov. 18,

7563. Funds—How used—Grants in trust.

A cemetery corporation is authorized, under its power
to defray necessary expenses in management and care of
its cemetery, to pay unemployment compensation taxes
imposed on 'basis of labor employed in operating and
maintaining its cemetery. Christgau v. W., 208M263, 293
NW619. See Dun. Dig. 1386. .

7569. Lots inalienable — Conveyance. — Whenever
any lot in any cemetery, or any entombment or inurn-
ment space in any mausoleum, has been sold or con-
veyed for burial purposes, such lot, entombment or
inurnment space. shall forever thereafter be inalien-
able, except as hereinafter provided.

(a) The original purchaser of such lot, entomb-
ment or inurnment space. may sell, convey and release
to the cemetery the portion of the same not actually
occupied by interments or by entombment or inurned
human remains. -

(b) The owner by inheritance of such lot, en-
tombment or inurnment space, after ten years have
elapsed since title to such lot, entombment or inurn-
ment space vested in such owner by inheritance, may
sell, convey and release to the cemetery the portion
of the same not actually occupied by interments or by
entombed or inurned human remains.

(¢c) When, by the consent of the owner, such lot,
entombment or inurnment space has bheen solely used
by some other person as a family burial place, such
owner, with the consent of the governing body of the
cemetery, may convey the same to the persons so
using it.

The cemetery may use any of its. funds for repur-
chase of any lots, entombment or inurnment spaces,
as provided herein, and may hold or again sell and
convey the same. (As amended -Apr. 1, 1943, c. 253,
§1.) '

7570. Cemetery association may reinvest; etc,

- Association may restrain the burial of a member of a
lot owner’s family if lot owner is in arrears in his annual
assessments, if according to regulations in effect at time

of sale of lot. Op. Atty, Gen, (870a), Aug. 20, 1940.
7579-1.
‘for purchase of lots by certain associations—Refunds.
-—Whenever any cemetery association organized un-
der the laws of .this state, shall enter into a contract
to convey to any person or persons the right of sepul-
ture or burial upon any platted lot or designated piece
of ground, or any entombment or inurnment space in
any mausoleum within the area of such cemetery, by
which contract the association has reserved the right
to terminate the same in case of default by the pur-
chaser, and to forfeit the payments made, as liquid-
ated damages, it may do so by serving upon the pur-
chaser, his personal representative, or assigns, a no-
tice as provided in Section 9576 Mason’s Minnesota
Statutes, 1927, specifying the conditions in which de-
fault has been made, and stating that such contract
will terminate thirty (30) days after the service of
such notice, unless prior thereto, the purchaser shall
- comply with such conditions and pay the costs of
service. Provided ‘that when the contract so speci-
fies the notice may bhe served upon the purchaser,
by registered mail, return receipt requested, by de-
positing the same in the post office, with the postage
prepaid thereon, and addressed to the purchaser at
the address given by him in the contract, or as later
changed by written notice to the association. In case
the notice of default is served by mail, the thirty-day
period hereinbefore specified shall commence to run

Cancellation and termination of contracts .
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as of the date of depositing the same in the post office:

Provided further, that if any interment or burial
has been made on such platted lot or designated piece
of ground, or in any entombment or inurnment space
in said mausoleum .so sold said contracts to convey
may be terminated only as to the portion of the prem-
ises or entombment or inurnment space not actually
occupied by said interment-.or burial or by an entomb-
ment or inurnment. (As amended Mar. 29, 1943, c.
216, §1.) ’

7579-1a. Same—Not to apply to existing contracts.
~—This act shall not apply to any contracts existing
prior to the passage of this act. (Act Mar. 29, 1943,
c. 216, §2.) :
[306.24]

7582. Conveyance or other disposal of lots by own-
ers. )

Transfer of a cemetery lot, or any portion thereof,
can be . made by owner only to cemetery association or
a private cemetery in trust for use and benefit of a per-

gr{n {ygrd)ersons named in trust. Obp. Atty. Gen,, (870), July

If cemetery is operated by a city under a home rule
charter or has been in existence prior to passage of this
section, rights and powers as to transfer of lot are not
affected by this section. Id.

7591. Fund, how constituted.—Twenty per cent of
the proceeds of all sales of cemetery lots made after
the vote of the trustees to establish said care and im-
provement fund shall be paid over to such board or
trustee, on Janunary 1, April 1, July 1, and October
1, in each year, until the principal of said fund shall
amount to at least one hundred thousand dollars; and
any other income or funds of the association, in excess
of its liabilities, may be added to such fund by a two-
thirds vote of its trustees. But the principal of such
fund shall in no event exceed five thousand dollars
for each acre of the cemetery, nor one million dollars
in the aggregate. The words ‘“‘cemetery lots’’ as used
in this section shall not be construed to include burial
space in a mausoleum. Each such cemetery associa-
tion shall take not less than ten per cent of the pro--
ceeds of all sales of burial space hereafter made in a
mausoleum for such fund, which shall be paid over
on the first days of January, April, July and October
of each year to the trustee or trustees of said fund,
and such payments shall thereafter become a part of
such permanent care and improvement fund. The.
term ‘‘burial space” as used herein shall include pri-
vate rooms, crypts, niches or other designated space
in which the bodies or ashes of deceased persons are
placed for permanent burial in a mausoleum. (AS
amended Mar, 15, 1943, c¢. 133, §1.)

76106. Same—Percentage of sale of lots to be paid
into fund—Other additions to fund.—Each such ceme-
tery association shall take not less than 20 per cent
for such fund of the proceeds of all sales hereafter of
cemetery lots, which shall be paid over on the first
days of January, April, July and October of each year
to the trustee or trustees of-said fund, and such pay-
ments shall thereafter become a part of such perma-
nent care and improvement fund. Any other income
or funds not required by such association for other
purposes may from time to time be added to said
fund by a vote of at least two-thirds of the members
of the said board of trustees of the association. The
words ‘“‘cemetery lots” as used in this section shall
not be construed to include burial space in a mauso-
leum. Each such cemetery association shall take not
less than ten per cent of the proceeds of all sales of
burial space hereafter made in a mausoleum for such
fund, which shall be paid over on the first days of
January, April, July and October of each year to
the trustee or trustees of said fund, and such pay-
ments shall thereafter become a part. of such perma-
nent care and improvement fund. The term ‘‘burial
space” as used herein shall include private rooms,
crypts, niches or other designated space in which the
bodies or ashes of deceased persons are placed for
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permanent burial in a mausoleum.
15, 1943, ¢. 133, §2.)

7624. Application of act—Corporate public ceme-
tery association may come under act.—This act shall
also apply to cemetery associations mentioned in sec-
tion 1 of this act, maintaining such cemeteries in
cities existing under a charter framed pursuant to
section 36 of article 4 of the constitution. The gov-
erning body of any corporate public cemetery associa-
tion wishing to avail such corporation the benefits of
this act may do so by adoption of a resolution by a
two-thirds vote of the governing board. (As amend-
ed Act Feb, 15, 1943, ¢. 32, §1.)

(As amended Mar.

PRIVATE CEMETERIES

7629. Gifts authorized for proprietary care of lots
in cemeteries.

City has no power to appropriate money to assist in

maintenance of a private cemetery. Op. Atty. Gen, (59%a-
3), May 19. 1942,

FINANCIAL CORPORATIONS
GENERAL PROVISIONS

7640. Supervision by examiner.
This section is superseded by §6323.
) (29a-6), April 12, 1940,

7642. Unclaimed dividends in liquidation.

Laws 1943, c. 442, §(13), applies to unclaimed dividends
in the hands of the commissioner of banks at the time
of passage of Laws 1941, c. 183, and they should be sent
over to the state treasurer subject to right of commis-
sioner to receive 50 per cent thereof to defray expenses
in connection with liquidation of closed bank. Op. Atty.
Gen. (29b-(7)), Dec. 8, 1943.

7648. Right to acquire and hold real estate.—Save
as otherwise specially provided, the entire cost of land
and buildings for the transaction of the business of
such a corporation, including premises leased to oth-
ers, shall not be more than as follows, assets other
than cash being taken at cash market value: For a
bank-or a trust company, 40 per cent of its existing
capital and surplus; for a savings bank, 50 per
cent of its net surplus; for a building and loan as-
sociation, five per cent of its net assets. Any such
corporation may change its location, dispose of its
place of business, and acquire another, upon the
written approval of the commissioner of banks. (As
amended Act Feb. 28, 1941, ¢. 37, §1.)

7650. Schedule of fees.
This section is superseded by §6332.
(29a-16), April 12, 1940.

7658-1. Definitions.

Township mutual insurance companies may invest
funds up to $5,000 in federal savings and loan associa-
tions. Op. Atty, Gen., (249a-12), June 3, 1941,

7658-4. Laws prescribing type of security not to
apply.

Nothing in this section nor §7658-3 is intended to
superSsede the limitations contalned in §7677 Mason’s
Minn. St. 1927, Op. Atty. Gen,, (29a-19), July 7, 1941,

7658-7. Banking institutions may take advantage
of Federal Banking Act.

Fire bLepartment Relief Assoclation is probably en-
titled to interest on savings deposits in a national bank
under regulations of the Federal Deposit Insurance Cor-
poration. Op. Atty. Gen. (30d), Oct. 4, 1940.

Village general fund, waterworks fund, sewer fund,
sewage disposal fund, light fund, and municlpal llquor
store fund are insured in the a.ggregate up to $5000, re-

ardless of number of accounts, and notwithstanding "that
% aw requires some of the funds be kept entirely separate
from other funds. Op. Atty. Gen. (355E), Feb. 18, 1941,

7658-21. Certain deposits assumed to be aban-
doned. [Repealed.]

Repealed. Laws 1943, c. 620 §9.

Sale of escheated property by State treasurer, §95-4.

Tennessee statute requiring banks to pay over to the
gtate the amount of deposits which have been inactive
for 15 years, held invalid as to national banks as invading
federal powers. American Nat, Bank v. C, 1368W(24)
(Tenn)936.

State savings bank may not lawfully credit deposits
of less than $10.00, which have not been dealt with for
20 years, to 1ts surplus and undivided profits account,

Op. Atty. Gen,,

Op. Atty. Gen,
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since lt does not own such deposit outright. Op. Atty.
Gen, (30d), June 11, 1940,

Certificate of deposit is within Escheat Law. Op.
Atty. Gen, (29-a-4), July 31, 1940,

Act is invalid as applied to national banks Op. Atty.
Gen. (32), Jan, 20, 1942

7658-22. Banks to notify attorney general. [Re-

pealed.]

Repealed. Laws 1943, c. 620, §9.

Act is invalid as apphed to national banks.
Ge(r;)) (32), Jan. 20, 2.

A reference to previously filed statement of names may
be accepted, if they indicate all changes in list of de-
posits already filed. Op. Atty. Gen., (2%a-12), Feb. 1, 1940.

7658-23. to 7658-27. [Repealed.]

Repealed., Laws 1943, c. 620, §9.

7658-28. Definitions.—Subdivision 1. The follow-
ing words, terms, and phrases shall, for the purposes
of this Act, be given the meanings subjoined to them.

Subdivision 2. ‘“Banking ingtitution’’ means any
state bank, national bank, savings bank, or trust com-
pany, within this state.

Subdivision 3. “Financial institution’” means any
savings, building, and loan association organized un--
der the laws of this state, federal savings and loan

Op. Atty.

association, credit union, industrial loan and thrift
company, or other financial institution within this
state.

Subdivision 4. “Person’” means a partnership, as-
sociation, or corporation, as well as a natural person.

Subdivision 5. ‘““The state’’ means the State of Min-
nesota. :

Subdivision 6. ‘Deposit’’ and ‘“‘funds or other prop-
erty”, when such funds or other property are re-
ferred to as having been left on deposit or held on
deposit, each means the unpaid balance of money or
its equivalent received by a banking institution or
financial institution in the usual course of business
and for which it has given or is obligated to give
credit to a commercial, checking, savings, time or
thrift account, or which is evidenced by its certificate
of deposit, passbook, share certificate, certificate of
indebtedness, or other like certificate. (Act Apr. 24,
1943, ¢c. 620, §1.)

[48.521]

7658-29. Abandoned funds.—When any person
abandons any funds or other property which have
been left on deposit, or otherwise, with any banking
institutions or financial institution, the same shall,
with the increase and proceeds thereof, escheat to
and become the property of the state. (Act Apr. 24,
1943, c. 620, §2.)

[48.522]

7658-30. What are presumed to be abandoned
funds.—Any person who has left on deposit, or other-
wise, with any banking institution or financial institu-
tion, any funds or other property, and has not dealt
therewith for a period of 20 years by adding thereto,
withdrawing therefrom, or asserting any claim there-
to, is presumed to have abandoned the same. (Act
Apr. 24, 1924, ¢, 620, §3.)

[48.523]

7658-31. Banks to file lists of abandoned funds
with Secretary of State.—Subdivision 1. (1) It shall
be the duty of the cashier or managing officer of every
banking institution and financial institution, which on
June 30, 1943, holds on deposit, or otherwise, any
funds or other property which have been left with it
on deposit, or otherwise, and have not been dealt
with for a period of 20 years by additions thereto,
withdrawals therefrom, or the assertion of any claim
thereto, to file with the secretary of state, within thir-
ty days thereafter, a statement, in duplicate, report-
ing the same, stating the names of the persons
shown by the records of said banking institution or
financial institution to have been the owners or de-
positors of such funds or other property; the last
known place of residence or business of each, and in
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each instance, the kind of funds or other property,
and how held, the amount of the deposit, including
interest if any, and the value and nature of the
property otherwise held, including interest or other
increase or proceeds thereof, if any. This statement
shall be subscribed by the officer making it, and shall
be verified by his affidavit that it is a complete and
correct statement of the funds and other property
required by this subdivision to be reported, and that
the statements therein are true to the best of his
knowledge, information and belief.

(2) Like verified statements, in duplicate, shall be

filed with the secretary of state, within 30 days after
the first day of January in each year thereafter, by
the cashiers or managing officers of all banking in-
“stitutions and financial institutions which, on said
first day of January, hold on deposit, or otherwise,
any funds or other property, which by the terms of
Section 3 of this Act are presumed to have been aban-
doned.

(3) The duplicate copies of these verified state-
ments shall be delivered by the secretary of state to
the attorney general immediately after filing.

Subdivision 2. The secretary of state shall have
the statements referred to in Subdivision 1 of this sec-
. tion bound at the expiration of each filing period, and
shall make and keep an alphabetical index of persons
" reported as depositors or owners, with appropriate
references to the bound statements, and these bound
. statements and index shall be open to public inspec-
tion,

Subdivision 3. A copy of each statement required
by Subdivision 1, together with a notice, directed to
whom it may concern, stating that the deposits or
other "property referred to in the statement have not
been dealt with by additions thereto, withdrawals
therefrom, or claim thereto, for a period of 20 years,

and requesting all persons having knowledge or in- -

formation relative to the whereabouts of the persons
named in the statement, or other.possible claimants
to the funds or other property, to give this informa-
tion to the subscribing officer, shall be displayed in a
prominent place in the banking institution or financial
institution for which the statement is filed, accessible
to the public, for a period of 30 days from the date of
filing. (Act Apr. 24, 1943, c. 620, §4.)

[48.524]

7658-32. Escheated funds.—Subdivision 1. When-
ever the attorney general has reason to believe, from
an examination of the statements required- by Sub-
division 1 of Section 4 hereof to be filed, or from other
information or investigation, that any funds or other
property, in this Act referred to, have escheated to
and become the property of the state by reason of the
abandonment thereof, he shall commence an action
or actions in the name of the state in.this district
court of Ramsey County to declare the escheat of and
enforce the rights of the state in and to said funds
or other property, or any part thereof. Such action
shall be commenced by the filing of a verified com-
plaint in the office of the clerk. All or any number of
persons who are claimed to have abandoned such
funds or other property and any other known claim-
ants to the same may be jonied as defendants in
one action. The place of trial of any such action shall
not be changed without the consent of the attorney
general. Every such actxon shall be triable by the
court without a jury.

Subdivision 2. (1) In any such action the state,
at the time of the filing of the complaint in the. office
of the clerk, or at any time thereafter, may have
the funds or other property held by banking institu-
tions and financial institutions on deposit, or other-
wise, and claimed by the state to have been aban-
doned by the defendants, or any part of such funds or
other property, attached, in the manner hereinafter
prescribed, as security for the satlstactlon of such
judgment as it shall recover,

§76658-32"

(2) To procure such attachment, the attorney gen-
eral shall file a petition verified by himself or one of
his assistants on information and belief, for a writ or
writs of attachment, which petition shall set forth
that the action is brought under the provisions of
this Act for the purpose of declaring the escheat of
and enforcing the rights of the state in and to certain
funds and other property, claimed to have been aban-
doned, referring to the complaint on file for a de-
scription of the funds and other property involved;
that the state, as plaintiff, desires certain of those
funds and other property attached as security for the
satisfaction of such judgment as it may recover, and
that to that end he prays that one or more writs of
attachment issue, directed to the sheriffs of such
counties as shall be desigpnated in the petition, re-
qulrmg the attachment of the funds or other property
to be in the petition described. The petition shall then
set forth, as to each writ desired, the name of the
county to the sheriff of which said writ shall run, and
a statement of the funds and other property sought to
be attached, stating as to each item of such funds
and other property the name of the defendant by

. whom it is claimed it has been abandoned, and the

names of any other known claimants thereto; the last
known residence or business address of such person or
persons, if known, and if not known, stating that
fact; the amount or value thereof, including interest
or other increase or proceeds thereof, whether funds
or other property, and how held, describing the prop-
erty if other than funds, and the name and business
address of the banking institution or financial institu-
tion holding such funds or other property, including
the name of the county in which it is doing business.
A writ or writs of attachment shall then be allowed
by a judge of the court in which the action Is brought.
No bond shall be required as a condition 6f allowing
any such writ.

(3) TUpon the filing of the petition and the order

~of allowance, the clerk shall issue the writ or writs

prayed for. If more than one writ is issued, such
writs may be directed to the sheriffs of different coun-
ties as specified in the petition. Each writ shall re-
quire the sheriff to attach the funds or other property
held by banking institutions and financial institutions
in his county on deposit, or otherwise, attachment of
which was prayed for in the petition, and shall de-
scribe the funds and other property to be attached,
stating as to each item thereof the same matters re-
quired to be stated in the petition.

(4) The sheriff, upon receiving the writ, shall
execute the same without delay. He shall attach all
funds and other property described in the writ as be-
ing held by any banking institution or financial in-
stitution by leaving with such banking institution or
financial institution a certified copy of the writ and
a notice specifying the funds and other property at-
tached. When he has executed the writ he shall
annex to it an inventory of the .funds and other
property attached, and return the writ with his doings
to the court,

Subdivision 3. Service of the summons may be
made upon the defendants in any action by publica-
tion of a copy thereof once each week for four con-
secutive weeks in a newspaper. of general circulation
published in each of the counties in which funds and
other property have been attached. The first publica-
tion shall be made within 30 days after the issuance
of the first writ of attachment in any action. If pub-
lications are made in more than one county such pub-
lications shall all be commenced within the same
week. With the summons a notice shall be published,
giving the title of the action and referring to the
claim therein, and directed to all persons other than

. those named as defendants therein claiming any in-

terest in any funds or other property described in the
complaint, and requiring .them to appear within 60
days after the first publication of the summons and
show cause, if any they have, why it should not be
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adjudged that the owners of such funds and other
property have abandoned the same, and why such
funds and other property have not escheated to and
become the property of the state, and notifying them
that if they do not so appear and show cause the
state will apply to the court for the relief demanded
in the complaint. At the end of each such notice there
shall be a statement of the date of the first publica-
tion of the summons and notice. A copy of the sum-
mons and notice shall be posted in a conspicuous
place in each banking institution and in each financial
institution holding funds or property described in the
complaint, within 15 days after the first publication
of the summons, the copies thereof mailed within the
same period to all defendants whose last known place
of residence or business is shown by the petition for
writ of attachment to be in the State of Minnesota,
at such last known place of residence or business.
Subdivision 4.
in such action, as provided by law. ,
Subdivision 5. Upon the completion of the publica-
tion of the summons and notice, and the elapse of six-
ty days from the date of the first publication thereof,
and proof thereof, together with proof of the posting
and mailing provided for in Subdivision 3 of this sec-
tion, the court shall have full and complete jurisdic-
tion over all the funds and other property which have

been attached and of everyone having or claiming an-

interest in said funds or other property, and full and
complete jurisdiction to hear and determine the issues
in the action and render an appropriate judgment
therein,

Subdivision 6. Upon ‘the trial the verified state-
ments filed with the secretary of state, pursuant to
the provisions of Subdivisions 1 and 2 of Section 4
of this Act, shall be prima facie evidence of the facts
therein stated. The court shall, if it finds that any
party is entitled to any of the funds or other property
described in the complaint, order that the action be
dismissed as to such party, and the attachment of
such funds vacated, without costs. If the court shall
find as to all or any part of the funds and other prop-
erty described in the complaint that the depositors
or owners thereof have abandoned the same, it shall
adjudge that such funds and other property have
escheated to and become the property of the state,
and that the state is entitled to recover the same.

Subdivision 7. Upon the entry of any judgment in
favor of the state, the attorney general shall notify,
in writing by mail, all banking institutions and all
financial institutions holding any funds or other prop-
erty adjudged to have escheated to and become the
property of the state, and demand that the same be
forthwith transmitted to the state treasurer. If any
such institution shall fail, within 30 days after the
mailing of such written notice, to transmit such funds
or other property to the state treasurer, the attorney
general, after filing a proof of the mailing of the no-
tice with an affidavit showing such failure to transmit
the funds or other property, may proceed to have the
judgment enforced by execution. Such a judgment as
to any funds or other property shall be satisfied only
out of the property attached. Executions may be di-
rected to the sheriff of any county and shall run
throughout the state without the necessity of filing
any transcripts of the judgment in counties other
than that'in which it was rendered. (Act Apr. 24,
1943, c. 620, §5.)

[48.525]

7658-33. Funds to be credited to general revenue
fund.—All monies transmitted to the treasurer by
banking institutions and financial institutions, and all
monies collected on executions, shall be credited to
the general revenue fund. (Act Apr. 24, 1943, c.
620, §6.)

[48.526] ,

7658-34. Owners may sue state to recover money.
—Any person claiming to be legally entitled to any

Any person interested may intervene:

- jurisdiction,
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of the funds or other property involved in any action
commenced under the provisions of Section 5 of this
Act, who did not appear in said action, may, within
a period of ten years after the entry of judgment
therein, sue the state to recover the funds or other
property of which it was alleged he was the owner
or depositor, and in case such person be an infant or
under disability, the period of limitation is extended
to one year from the removal of such disability: In
case such person recovers judgment the attorney gen-
eral shall advise the legislature at its next session
of such recovery and request an appropriation for the
payment of such judgment. If funds or other proper-
ty involved amount to less than the value of $200,
any person making claim to such funds or other prop-
erty may make application to the executive council
for the refund thereof, and upon good cause shown,
the executive council is authorized to order such re-
fund paid to such claimant from the general revenue
fund. A sufficient amount is apropriated annually to
pay any such refunds so ordered by said executive
council. In any suit brought under the provisions of
this section no interest shall be allowed by the plain-
tiff and no interest shall be allowed by the executive
council on any amount which it shall order paid. (Act
Apr. 24, 1943, c. 620, §7.)

[48.527]

7658-35. Violations—Penalties.—Any banking in-
stitution or financial institution which shall, or the
cashier or managing officer of which shall, knowingly
and wilfully violate any of the provisions of this Act
shall forfeit to the State interest in the amount of 15
per cent per annum upon all such funds or other
property held on deposit or otherwise by said institu-
tion as come within the provisions of this Act; pro-
vided, however, that, until it shall have been de-
termined by final decision of a court of competent
from which no appeal or request for
review has been made within the time permitted by
applicable provisions of law or from which no appeal
or request for review is permissible, that the provi-
sions of this Act are valid and enforcible, no bank
or financial institution shall become subject to the
penalty herein provided for failure to comply with
any provision of this Act if such failure be based upon
its contention in good faith that the provisions of this
‘Act are invalid as applied to it. (Act Apr. 24, 1943,
c. 620, §8.)

[48.528]

7658-36. Laws- repealed.—Laws 1937, Chapter 358,
being Mason’s Supplement 1940, Sections 7658-21 to
7658-27, is hereby repealed. (Act Apr. 24, 1943, c.
620, §9.)

BANKS

7660. Special powers,

A cashier’s check is merely a bill of exchange, and even
though negotiable in form, is not equivalent of money,
and drawer bank does in certain circumstances have a
valid defense against holder, and payment of check can
be stopped, and may be stopped by purchaser as agalnst
one not a holder in due course. Deones v. Zeches, 2i2M
260, BNW(2d4)432. See Dun. Dig. 99ba.

7663. Powers and duties.

A statute authorizing the Federal Reserve Bank to
make loans to private industries or persons is not manda-
tory, and the refusal to do so does not give a cause of
action for damages. Billlngs Utility Co. v. Federal
%%serve Bank, (DC-Minn), 46FSupp69l. See Dun. Dig.

a

Where check was drawn on bank containing deposit
of both drawer and payee and was deposited and credited
to payee, but before it was charged against drawer’s
account, payment was stopped, bank could not avoid
obliganon to payee by cha.rging bank amount of check.
W. A. White Brokerage Co. v. C., 207TM239, 290NW790. See'
Dun. Dig. 787.

A collecting bank owes a duty to_payee to exercise
ordinary care in collection of item. First Nat, Bank v.

14At1(2d) (NJ)765.

ndorsement ‘‘for deposit” indicates that endorsee bank
is agent for collection and not owner of item. Id.

An action for money had and received would not lie
against a bank cashing a check upon which name of
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payee.wad forged and paying out entire proceeds of check '

by cash and credit and receiving from drawee bank only
the amount it had disbursed, since it was not unjustly
enriched. Soderlin v. Marquette Nat. Bank, 214M408, 8
NW(2d)331. See Dun. Dig. 797. But see Home Iindemnity
Co. v. State Bank of Fort Dodge, 8NW(2d)(Iowa)757;
?sdles Co. v. Pioneer Valley Sav. Bank, 8NW(24) (Iowa)

bank and its depositor is that

Brunswick Corp. v. Northwestern
Nat. Bank & Trust Co., 214M370, §N'W(2d)333, 146ALR
833. See Dun. Dig. 780

A passbook provision limiting time within which to
examine and give notice of errors to ten days after re-
ceiving monthly statements from bank is reasonable and
constitutes a contractual obligation binding upon the de-
positor, whether the depositor signed it or was aware of
its contents or not. Id. See Dun, Dig. 781,

Reasonable provisions in a passbook are binding upon
bank’s depositor. Id.

The object of a passbook is to inform the depositor
from time to time of the condition of his accéunt as’it
appears upon the books of the bank. Id.

Passage of uniform negotiable instruments act without
a limitation provision did_ not impliedly repeal state
statute requiring a bank depositor to report forgeries
within 6 months. d.

Negligence on the part of a bank does not have effect
of exonerating a depositor from its failure to inspect
bank statements and cancelled checks and to notify bank
of forgery within a 10 day limitation provided in pass-
book. 1Id.

7664. Trust accounts recorded.—Besides its gen-
eral books of account, it shall -keep separate books
of account for all fiduciary accounts. All funds and
property held by it in a fiduciary capacity shall at
all times be kept separate from its own funds and
property, and all fiduciary funds deposited or held as
fiduciary by the bank awaiting investment shall be
carried in a separate account, and shall not be used
by the bank in the conduct of its business, and all de-
posits made by it of such funds in any other bank-
ing institutions shall be deposited as fiduciary funds,
to its credit as fiduciary, and not otherwise. Every
security or property in which the funds held by it as
trustee, executor, administrator, guardian, receiver,
or assignee, or in any other fiduciary capacity are in-
vested, shall at once upon receipt thereof be immedi-
ately entered in the proper books as belonging to the
particular fiduciary account whose funds have been
invested therein. Any change in such investment
shall be fully specified in and under the account of
the particular fiduciary account to which it belongs
so that all fiduciary funds and property can be readily
identified at any time by any person. It shall be un-
lawful for any bank to lend any officer, director or
employee any funds held as fiduciary under the pow-
ers conferred by this act. Any officer, director or em-
ployee to whom such a loan is made shall be guilty
of larceny of the amount of such loan from the time
of the making thereof. Any state bank when acting
in a fiduciary capacity, either alone or jointly with an
individual.,or individuals, may, with the.consent of
such individual fiduciary or fiduciaries, who are here-
by authorized to give such consent, cause any stocks,
securities, or other property now held or hereafter
acquired in such capacity to be registered and held
in the name of a nominee or nominees of such state
bank without mention of the fiduciary relationship.
Any such state bank shall be liable for any loss occa-
sioned by the acts of any of its nominees with respect
to such stocks, securities or other property so regis-
tered. (As amended Apr. 7, 1943, c. 338, §1.)

7669, Stock list—Filing—Effect of transfer; etc.

Voluntary transfer by husband to his wife of his as-
sets without retaining sufficient property to meet his
liabilities held fraudulent with respect to his liability
upon bank stock. McKey v. R, (CCAT), 114F(2d4)129.
Cert. den., 61SCR72.

Provision requu‘lng prmtmg “gsubject to single liabil-
ity” on letterheads is now obsolete and may for all
practical purposes be disregarded. Op. Atty. Gen. (29a-~
28), May 31, 1940. '

671, Dividends—Surplus,

Control of payment of dividends by state bank is with-
in power of commissioner of banks, and he is not re-
quired to sit idly by. until some provision of law is
violagz(c)l before he can act. Op. Atty. Gen. (29a-15), Nov.
13, 1 .

The relation between a
of debtor and creditor.
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7677. Restrictions upon total liability of individ-
uals to banks; first mortgage security; liability of of-
ficers; discounts; excess liability; penalty and civil
liability.—The total liabilities to any such bank, as
principal, surety, or endorser of any person, corpora-
tion, or copartnership, including the liabilities of the
several members thereof, shall never eéxceed 15 per
cent of its capital actually paid in cash and of its
actual surplus fund; provided, that for the purposes
of this section the members of a family living together
in one household shall be regarded as one person and
the total liabilities of the members of the family
shall be limited as herein provided. Loans not ex-
ceeding 25 per cent of such capital and surplus made
upon- first mortgage security on improved real estate
in the state or in an adjoining state within 20 miles
of the place where the bank is located, shall not con-
stitute a liability of the maker of the notes secured
by such mortgages within the meaning of the fore-
going provision limiting liability, but shall be an
actual liability of the maker. These mortgage loans
shall be limited to, and in no case exceed, 40 per cent
of the cash value of the security covered by the mort-
gage. Commercial paper actually owned by the per-
son negotiating the same, not exceeding 15 per cent
of the capital stock and surplus, taken from' any
one person, shall not constitute a liability within the
meaning of this act, but shall be an actual liability
of the maker. The total liability of any officer or di-
rector shall never exceed ten per cent of the same ag-
gregate amount.. Loans or obligations shall not be
subject under this section to any limitation based
upon such capital and surplus to the extent that they
are secured or covered by guarantees, or by com-
mitments or agreements to take over or to purchase
the same, made by any Federal Reserve bank or by
the United States or any department, bureau, board,
commission, or establishment of the United States,
including any corporation wholly owned directly or
indirectly by the United States. The discount of the
following classes of paper shall not be regarded as
creating liability within the meaning of the section:

(1) Bonds, orders, warrants, or other evidences
of indebtedness of the United States, of federal land
banks, of this state or of any county, town, village,
or school district in this state, or of the bonds of any
other state in the United States, or bonds and obliga-
tions of the federal home loan banks established by
act of congress known as the federal home loan bank
act, approved July 23, 1932, and acts amendatory
thereto, and in bonds and obligations of the Home
Owners’ Loan Corporation established by act of con-
gress, known as the Home Owners’ Loan Act of 1933,
and acts amendatory thereto, in exchange for mort-
gages on homes, or contracts for deed, or real estate
held by it.

(2) Bills of exchange drawn in good faith against
actually existing values.

(3) Paper based upon the collateral security of
warehouse receipts covering agricultural or manu-
factured products stored in elevators or warehouses
under either of the following conditops:

* First—When the actual market value of the prop-
erty covered by such receipts at all times exceeds by
at least ten per cent the amount loaned thereon.

Second—When the full amount of every such loan
is at all times covered by fire insurance in duly au-
thorized companies, within the limit of their ability
to cover such amounts, and the excess, if any, in com-
panies having sufficient paid-up capital to authorize
their admission, and payable, in came [sic] of loss,
to the bank or holder of the warehouse receipt, un-
less accompanied by a certificate of the railroad and
warehouse commission declaring the warehouse is-
suing the same to be fireproof.

“When a bank shall allow any person, copartnership,
or corporation to become indebted to it, directly or in-
directly, in excess of the amount, exclusive of interest
permitted by the laws of this state, the officer or
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employee of the bank wilfully permitting or-approv-
ing the loan shall be guilty of a gross misdemeanor
and, in addition thereto, shall be personally liable to
the bank for the amount of the loan in excess of the
statutory limit., (As amended Act Feb. 10, 1943, c.
23, §1. . .

A§st£te bank may not invest more than 159% of its

capital and surplus in notes of a federal national mort-
gage association, Op. Atty. Gen., (29a-19), July 7, 1941,

7678, Contracts, how made.

Where bank cashed.4 postal money orders and in turn
received payment from post office, government was en-
titled to recover from bank amount paid. U, 8. v. North-
western Nat. Bank & Trust Co., (DC-Minn), 35FSupp484.

If the bank honored check and marked it paid, fact
that there was an overdraft did not prevent bank from
denying liability as a %arnishee of depositor on theory
that bank had no legal right or authority to cash the
check. Midland Loan Finance Co. v. K., 206M134, 28TN'W
869. See Dun. Dig. 780.

. A joint control agreement by an administrator, his
surety and depositary by its terms limited to special
administration covers the administrator’s bank account
as general administrator, where the evidence shows that
-such was the intention and understanding of the parties,
and bank was liable to surety for permitting withdrawal
by check without counter signature of surety.
& Casualty Co. of New. York v. P, 207TM184, 290NW305.
See Dun. Dig. 783.

A letter to a bank enclosing a draft “payable to” a
certain brewing company, “to be deposited with the
brewery for credit of”’ plaintiff, “on the understanding
that it” was_ ‘‘subject to” plaintiff's withdrawal at any
time, created a debtor-creditor relationship between
plaintiff and brewing company, and not a trust relation-
ship so as to render bank liable as participant in a breach
thereof by cashing draft and crediting proceeds to brew-
ery company's account. Walz v. State Bank of Green-
wald, 211M317, INW(2d)375. See Dun. Dig. 780, 783."

A 'credit” is a debt due in consequence of a contract
of hire or borrowing of money and connotes no more
than a chose in action. Id. See Dun. Dig. 782.

Whether or not an endorsement on a check is suffi-
cient if made by authority of payee, it was no defense
to an action against bank cashing check, where evidence
did not disclose any such authority from payee, and
written endorsement of payee was also forged upon the
check by employee of payee who received proceeds from
bank. Soderlin v. Marquette Nat. Bank, 214M408, 8NW
(24)331. See Dun. Dig. 797, 984a.

7681, Capital not to be withdrawn—Dividends.

Control of payment of dividends by state bank is
within power of commissioner of banks, and he is not re-
quired to sit idly by until some provision of law is vio-
Ilaéi%d before he can act. Op. Atty. Gen, (29a-15), Nov. 13,

7682. Insolvent banks—Examiner to take charge.

Receiver took no more than bank had in pledged as-
sets and could sell no more. Bishop v. L., 207TM330, 291
NW297. See Dun. Dig. 824e.

7689. Liquidation and distribution of closed banks.
Subd. 1. Commissioner to make inventory. — Upon
taking possession of the property and assets of
such bank the commissioner of banks shall make an
inventory of the assets of such bank, in duplicate, one
to be filed in the office of the commissioner of banks
and one in the office of the clerk of the district court
of the county in which the principal office of such
bank was located. '

Subd. 2. Liquidation and distribution of assets.—
The commissioner of banks shall collect all debts due
and all claims belonging to such bank, and upon
the order of the district court may sell or compound
all bad or doubtful debts, and on like order may sell
all the real and personal property of such bank on
such terms as the court shall direct, and may, if
necessary to pay the debts of such bank, enforce the
individual liability of the stockholders.

Subd. 3. Special attorney general.—Upon the re-
quest of the commissioner of banks in writing the at-
torney general shall employ a special attorney to act
as counsel]l in all matters relating to the liquidation
of each bank, which appointment shall be made ac-
cording to the provisions of the statutes regulating
the employment by the attorney general of special
attorneys for state boards and officers, and the pay-
ment of such attorney shall be made in the manner
provided in subdivision 7 hereof for the payment of
compensation and expenses in liquidation of banks.

Fidelity -
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Subd. 4. Notice to file claims.—The commissioner
of banks shall cause notice to be given by advertise-
ment in a legal newspaper in the city or village where
such bank is located, or, if none in such city or vil-
lage, then in the county, weekly for five (5) consecu-
tive weeks, calling on all persons who may have
claims against such bank to present the same to the
commissioner of banks, and make legal proof thereof
at a place and within a time not earlier than one week
after the last day of publication, which time and
place shall be specified in said notice. The commis-
sioner of banks shall mail a similar notice to all per-
sons whose names appear as creditors upon the books
of the bank.

Subd. 5.

Duties of Comumissioner in regard to

claims.—If the commissioner of banks doubts the jus-

tice and validity of any claim, he may reject the same
and serve notice of such rejection upon the claimant,
either by mail or personally. An affidavit of the serv-
ice of such notice made according to law shall be
filed with the commissioner of banks. An action upon
a claim so rejected must be brought within sixty
days after such service and the filing of proof thereof.
The venue of such action shall be in the county
in which such bank is located, and such action shall
be brought jointly against the bank and the commis-
sioner of banks as statutory liquidator of said bank.
Any person having a claim against such bank and
not presented and filed within the time fixed in the
notice to creditors may present the same and the
commissioner of banks shall allow or reject the same
in whole or in part as hereinbefore provided, and suit
on such rejected claim not filed . within the time fixed
by the notice shall be brought within thirty days
after the service and filing of proof of such rejection.
Any claim not filed within the time fixed in the notice
to creditors but received and filed as by this section
provided and duly allowed, shall participate and share
in such dividends only as shall be paid from the pro-
ceeds of those assets remaining undistributed at the
time of filing of such claim. No interest shall be al-
lowed or paid on any deposit or other claim from and
after the closing of the bank and the taking over of
the same by the commissioner of banks for purposes
of liquidation.

Subd. 6. Shall make list of claims.—Upon the ex-
piration of the time fixed for the presentation of
claims, the commissioner of banks shall make in du-
plicate a complete list of the claims presented, in-
cluding and specifying such claims as have been re-
jected by him, one such list to be filed in his office
and one in the office of said clerk of district court.
Such inventory and list of claims shall be open at all
reasonable times to inspection.

Subd. 7. Expenses of liquidation.—All expenses of
supervision and liquidation shall be fixed by the com-
missioner of banks, subject to the approval of the
district court of the county in which said bank is
located, after notice fixing the time and place when
the commissioner of banks will hear and fix the
amount of all such expenses, and the amount so fixed
and the compensation of legal counsel as fixed by the
attorney general, shall be paid upon the certificates
of the commissioner of banks and the attorney general
respectively, out of the funds of such bank in the
hands of the commissioner of banks. The commission-
er of banks shall determine monthly the amount of
compensation paid to each employee for services in
connection with the liquidation of each bank and of
all other expenses in connection therewith and there-
upon shall pay to the state treasurer from the assets
of each such bank the amount so determined which
shall be deposited in the general revenue fund. When
the commissioner of banks deems it advisable, he may
certify the amount so determined to the state auditor

" who shall transfer to the general revenue fund the

amount so certified from the unclaimed moneys made
available to the commissioner of banks by Laws 1941,
Chapter 183,
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Subd. 8. Deposit of funds.—The money collected by
the commissioner of banks shall be from time to time
- deposited in one or more state banks or trust com-
panies, and, in case of a suspension or insolvency of

the depository, such deposit shall be preferred before-

all of the deposits.

Subd. 9. May declare dividends.—At any time after
the expiration of a date fixed for the presentation of
claims the commissioner of banks may, out of the
funds remaining on hand after the payment of ex-
penses, declare one or more dividends, and after the
expiration of one year from the first publication of
notice to creditors he may declare a final dividend,
such dividends to be paid to such persons in such
amounts and upon such notice as may be directed
by the said district court.

Subd. 10. Objections to claims by interested parties.
—Objections to any claim not rejected by the com-
missioner of banks may be made by any party inter-
ested by filing a copy of such objections with the com-
missioner of banks, who shall present the same to the
district court at the time of the next application to
declare a dividend.

Subd. 11. Appeal to District Court. —Whenever any
such bank of whose property and business the com-
missioner. of banks has taken possession as aforesaid,
deems itself aggrieved thereby it may at any time
within ten days after such taking possession apply
to the district court of the county in which such bank
is located to enjoin further proceedings, and said
court; after citing the commissioner of banks to show
cause why further proceedings should not be enjoined,
and hearing the allegations and proofs of the parties
in determining the facts, may upon the merits, dis-
miss such application or enjoin the commissioner of
banks from further proceedings and direct him to
surrender such business and property to such bank.

Subd. 12. Proceedings after payment of claims.—
Whenever the commissioner of banks shall have paid
each and every depositor and creditor of such bank
(not including stockholders) whose claim or claims
as such creditor or depositor shall have heen -duly
~approved and allowed, the full amount of such claims,
and shall have made proper provisions for unclaimed
and unpaid deposits or dividends and shall have paid
all the expenses of the liguidation, the commissioner
of banks shall call a meeting of the stockholders of
such corporation by giving notice thereof for ten
days by publishing such notice in one or more news-
papers of the county where the bank is located. At
such meeting the stockholders shall determine wheth~
er the commissioner of banks shall be continued as
liguidator and shall wind up the affairs of such bank,
or whether an agent or agents shall be elected for that
purpose, and in so determining the said stock-
holders shall vote by -ballot, in person or by proxy,
each share of stock entitling the holder to one vote,
and the majority of the stock shall be necessary to
a determination. In case it-is determined to continue
the ligquidation under the commissioner of banks he
shall complete the 11qu1dat10n of the affairs of such
corporation, and after paying the expenses thereof,
if there are proceeds of liquidation as yet undistrib-
uted he shall reimburse those stockholders who paid
their stock assessments pursuant to the order for as-
sessment to the extent that each has paid, and. if
the proceeds are insufficient to reimburse such paying
stockholders in full, then in just proportion. Any
proceeds remaniing undistributed after such paying
stockholders have been reimbursed as by this act
provided shall be distributed among all the stock-
holders in proportion to their several holdings of
stock in such manner and upon such notice as may
be directed by the district court. In case it is de-
termined to appoint an agent or agents to liquidate,
the stockholders shall thereupon select such agent or
agents by ballot, a majority of the stock present and
voting, in person or by proxy, being necessary, to a
choice. Such agent or agents shall execute and flle

’
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with the commissioner of banks a bond to the state
of Minnesota, in such amount, with such sureties,
and in such form as shall be approved by the com-
missioner of banks, conditioned for the faithful per-
formance of all the duties of his or their trust, and
thereupon the commissioner of banks shall transt’er
and deliver to such agent or agents all the undivided
or uncollected or other, assets of such corporation then
remaining in his hands, and upon such transfer and
delivery the said commissioner of banks shall be dis-
charged from any and all further liability to such
bank and its creditors. Such agent or agents shall

" convert the assets coming into his or their possession

into cash and shall account for and make distribution
of the property of such bank as is herein provided in
the case of distribution by the commissioner of banks,
except that the expenses thereof shall be subject to
the direction and control of the said district court.
In case of the death, removal or refusal to act of
any such agent or agents, the stockholders, on the
same notice as that after which they were elected,
and in the same way may elect a succéssor who shall
have the' same powers and be subject to the same
liabilities and duties as the agent originally elected.

Subd. 13. Unclaimed funds to be paid into State
Treasury.—Upon -the liquidation of any bank, trust
company, or financial institution liquidated by the
commissioner of banks as statutory liquidator, if any
dividends or any moneys set apart for the payment
of claims remain unpaid, and the places of residence
of the owners thereof are unknown to the commis-
sioner of banks, he may pay same into.the state
treasury as hereinafter provided. Whenever the com-
missioner of banks shall be satisfled that the process
of liquidation should not be further continued he
may make and certify triplicate lists of any such un-
claimed dividends or other moneys, specifying the
name of each owner, the amount due him and his last
known address. Upon one of such lists, to be retained
by the commissioner of banks he shall endorse his
order that such unclaimed moneys be forthwith de-
posited in the state treasury. When so deposited,
one of said lists shall be delivered to the state treas-
urer and another to the state auditor and the com-
missioner of banks shall retain in his office such reec-
ords and proofs concerning said claims as he may
have, which shall thereafter remain on file in his of-
fice. The treasurer shall execute upon the list re-
tained by the commissioner of banks a receipt for
such money, which shall operate as a full discharge
of the commissioner of banks on account of such
claims. At any time within six years after such re-
ceipt, but not afterward, the claimant may apply to
the commissioner of banks for the amount so de-
posited for his benefit, and upon proof satisfactory to
the governor, the attorney general and the commis-
sioner of banks, or to a majority of them, they shall
give an order to the auditor to issue his warrant upon
the treasurer for such amount, and such warrant shall
thereupon be issued. If no such ¢laim be presented
within six years the commissioner of banks shall so
note upon his copy of said list and certify the fact to
the auditor and treasurer who shall make like entries
upon theé corresponding lists in their hands; and all
further claims to said money shall be barred. Pro-
vided, however, that the state treasurer shall pay to
the commissioner of banks not to exceed 50 per cent
of the amount so turned over to the state treasurer
by the commissioner of banks to be used to partially
defray expenses in connection with the liquidation of
closed banks, in such.amounts and at such times as
the commissioner of banks shall request. (As amend-
ed Act Apr. 14, 1941, c. 183, §1; Apr. 14, 1943, c.
442, §2.)

Funds in possession of commissioner of banks set aside
for unforseen expenses incident to ligquidation, which
have been established by withholding a portion of final
liguidating dividends, may be used by the commissioner
for any expense incident to administration of the affairs

of the closed bank department of his division. Laws
1941, c. 92,
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‘Where bank entered into an agreement with its de-
positors and creditors whereby former was to treat a
specified amount of a certain judgment as an asset,
amount remaining to be held in trust for latter, and that
all recoveries made on such asset should be first applied
toward liquidation of the bank’s “share”, judgment
debtor being in process of liquidation, and extent of re-
organized bank’s priority” being at issue, bank’s right
to first payment does not include interest on amount at
which judgment was treated by it as an asset. Farmers
% Meg‘ﬁhants State Bank, 206M149, 288NW19. See Dun.

ig. 824e.

The rule of American Surety Co. of New York v. J. N,
Peyton, 186 Minn. 588, 244NW74, has no application to a
case where all creditors stand, as against the insolvent
debtor, on an equal footing. 1Id.

Rule of caveat emptor applies in judicial sales. Bishop
v. L., 207M330, .291INW297. See Dun. Dig. 824e.

Trustees of non-liquid assets of a bank in process or
reorganization must submit all sales of real property to
court for approval. Propp v. Johnson, 211M159, 300NW
615. See Dun. Dig. 824e. .

Commissioner liquidating a bank can compel village
to pay warrants held by bank notwithstanding that there
are delinquent taxes on buildings owned by the bank
far in excess of the amount of the warrants. Op. Atty.
Gen., (476c-6), Oct. 30, 1939.

Persons employed by commissioner of banks and stat-
utory liquidator in liquidating business of a particular
bank or banks are employees of bank on behalf of which
their services are rendered and are not state employees
g;de&&he civil service act. Op. Atty, Gen., (644), April

.1 . .

Laws 1943, c. 442, §(13), applies to unclaimed divi-
dends in the hands of the commissioner of banks at the
time of passage of Laws 1941, c. 183, and they should be
sent over to the state treasurer, subject to right of com-
missioner to receive 50 per cent thereof to defray ex-
penses in connection with liquidation of closed banks.
Op. Atty. Gen. (29b-(7)), Dec. 8, 1943. .

If any equipment can be definitely ascertained as hav-
ing come from or -having been property in connection
with the liguidation of a particular bank, the proceeds
of the sale of that equipment may in the same manner
be used for the payment for necessary expenses in-
curred after the declaration and payment of the final
dividend in connection with the affairs of that bank.
Op. Atty. Gen. (29b-(7)), Dec. 13, 1943,

Subd. 7. Expenses of lguldation,

Members of liquidation department of c¢ommissioner
of banks become members of state employees retire-
ment association on July 1, 1943, but are not entitled
to credit for any prior service. Op. Atty. Gen. (33la-
7), July 3, 1943,

7689-1. Closed banks—Use of funds.—Funds in
the possession of the commissioner of banks set aside
for the purpose of meeting unforeseen and contingent
expenses incident to the liquidation of closed state
banks, which funds have been established by with-
holding a portion of final liquidating dividends in
such cases, may be used by the commissioner of banks
for any expense incident to the administration of the
affairs of the closed bank department of his division.
(Act Mar. 28, 1941, c. 92, §1.)

[49.24]

Funds and property in the hands of commissioner of
banks from miscellaneous sources and not distributed
because of impracticability of so doing, and not from
the withholding of portions of final liquidating dividends,
may not be disposed of under this section, nor can they
be turned into the general revenue fund of the state
because they do not belong to the state. Op. Atty. Gen.
(29b-(7)), Dec. 8, 1943.

7690-4. Sale, compromise, etc., of debts due bank;

etc.

Trustees of non-liquid assets of a bank in process or
reorganization must submit all sales of real property to
court for approval, Propp v. Johnson, 211M159, 300NW
615. See Dun. Dig. 824e. .

7690-10. Definitions.

Act did not impair obligation of contract as to a non-
consenting depositor. Baltrusch v. Citizens State Bank,
211M77, 300NW201. See Dun. Dig. 824e.

7690-12. Reorganization. :

Where bank entered into an agreement with its de-
positors and creditors whereby former was to treat a
specified amount of a certain judgment as an asset,
amount remaining to be held in trust for latter, and
that all recoveries made on such asset should be first
applied toward liquidation of the bank’s “share”, judg-
ment debtor being in process of liquidation, and extent
of reorganized bank's priority being at issue, bank’s
right to first payment does not include interest on amount
at which judgment was treated by it as an asset. Farm-
, ers &Sg{erchants State Bank, 206M149, 288NW19. See Dun.
Dig. 824e,

The rule of American Surety Co. of New York v. J. N.
Peyton, 186 Minn. 588, 244NW74, has no application to a.
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case where all creditors stand, as against the insolvent
debtor, on an equal footing., Id.

Although exercise by commissioner of discretion dele-
gated to him to approve a plan of reorganization sub-
mitted to him is subject to judicial review, it cannot be
overturned unless it has been abused. Baltrusch v. Citi-
zens State Bank, 211M77, 300N'W201. See Dun. Dig. 824e.

In action for damages for fraud of commissioner of
bank, bank officers, and others, in obtaining approval by
depositors of plan of reorganization of bank, conceal-
ment by certain defendants that they were liable on bond
of bank officer as city treasurer was immaterial under
complaint basing recovery upon representation relating
to availability of assets for payment of general creditors
as against public depositors. Rien v. Cooper, 211M517, 1
NW(2d)847; note under §7690-17.

Fraud in obtaining approval of depositors to plan of
reorganization of a bank could not be based upon repre-
sentation as'to value of certain assets made after ap-
proval of the plan. Id.

7690-13. Provisions of reorganization,

- Action of commissioner of banks in approving plan
of reorganization proposed by bank and consented to
by ninety-eight percent of depositors, whereby there was
a fifty percent reduction of deposits, was not arbitrary,
unjust, or fraudulent. Balitrusch v. Citizens State Bank,
211M77, 300NW201. See Dun. Dig. 824e.

Trustees of non-liguid assets of a bank in process of
reorganization must have contracts for sale of reul estate
approved by district court before they are binding, but
need not seek approval before negotiations have passed
from initial stage of good faith into final stage of per-
formance. Propp v. Johnson, 211M159, 300NW615. See
Dun. Dig. 824e.

Trustees who contract subject to approval of district
court do not make themselves personally liable upon con-
tract for failure to secure such approval. Id. See Dun.
Dig. 824e, 9928a.

A provision of depositors’ agreement cannot override
restr)ictions imposed by legislature. Id. See Dun, Dig. 824e.

().

Where court duly appointed a trustee and liquidating
agent of a bank in process of reorganization, and later
appointed a co-trustee but upon inadequate published
notice and authorized him to bring several suits, and
court granted motion for removal of co-trustee, court
had plenary jurisdiction of the res and acted within its
jurisdiction in later directing co-trustee to proceed to
judement in suits commenced by him. First State Bank
of Sauk Centre, 207M592, 292N'W185. See Dun. Dig. 824e.

7690-17. Exemptions,

In action against commissioner of bank and bank of-
ficers for fraud in obtaining approval of general creditors
and depositors to a plan of reorganization, a representa-
tion that assets sufficient to pay all public deposits would
in no event be available to general depositors and gen-
eral creditors whether they signed plan of reorganization
or not was false since it included a proceeding in in-
solvency under general law, but such representation was
not material where alleged fraud was based on claimead
misrepresentation that depositors of the public funds
were exempt from and entitled to preference under the
reorganization. Rien v. Cooper, 211M517, 1INW(2d)847.
See Dun. Dig. 824e. .

Depositors of public funds were exempt from, and en-
titled to a preference over general creditors and deposi-
tors under a reorganization.

7692. Consolidation, when authorized.

Contention that written Fuaranty executed to trust
company prior to its consolidation with plaintiff bank
was not relled upon by plaintiff in making loans to de-
fendant subsequent to consolidation, held frivolous, where
guaranty was a continuing one and was in possession of:
plaintiff at all times subsequent to consolidation. Chase
Nat. Bank v, B, (DC-Minn), 32FSupp230.

7697-9. Deposits of trust funds.- .
An unincorporated volunteer fire department and an
incorporated fire department relief association should be
considered as separate depositors, though membership of
1%oth i);‘galg:i;zgations is the same. Op. Atty. Gen., (198B-2),
ec. . .

7698, Payment of forged or raised check—Liability
to depositor. .

Corporate depositor was bound by provision in pass-
book that discrepancies and errors be reported to bank
within 10 days after receiving statement and cancelled
check, though employee charged with duty of examining
such statements was the person guilty of forging checks.
Brunswick Corp. v. Northwestern Nat. Bank & Trust Co.,
214M370, 8N'W(2d)333, 146ALR833. See Dun. Dig. 781.

In order that bank passbook provisions concerning
examination of statements and cancelled checks have
the force and effect of contract, it is necessary only that
enforcement of them as such be reasonable under the
circumstances. Id.

A passbook provision limiting time within which to
examine and give notice of errors to ten-days after re-
ceiving monthly statements from bank is reasonable and
constitutes. a contractual obligation binding upon the
depositor, whether the depositor signed it or was aware
of its contents or not. Id. .
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Absent an agreement providing the time within which
a passbook, together with cancelled checks and bank
statements should be examined by depositor, the rule
is that such examination must be made within a rea-
sonable time. Id.

Section was not impliedly repealed by uniform nego-
tiable instruments act. Id.

Negligence on the part of a bank does not have effect
of exonerating a depositor from its failure to inspect
bank statements and cancelled checks and to notify bank
gf flgrgei'y within a 10 day limitation provided in pass-

ook.

A bank owes a depositor the absolute duty to pay out
its money only according to depositor’s order. I1d. See
Dun. Dig. 787a.

BANKS AND TRUST COMPANIES.
7699-9. Same—Corporate existence merged, etc.

. Where a national bank and a trust company were con-
solidated or merged without any change in ownership,
and without any addition to capital or surplus, the capi-
tal assets which passed from the trust company to the
consolidated company were not paid in surplus and con-
tributions to capital within the meaning of §701(f) of
the Revenue Act of 1934, Northwestern Nat. Bank &
Trust Co. v. U, 8., (DC-Minn), 46FSupp390. See Dun. Dig.

63

7699 91%. Consolidation of banks and trust com-
panies.

National bank and trust company formed by consolida-
tion of national bank and state trust company held not
liable for capital stock tax since under §701 (f) of the
1934 Federal Revenue Act, the consolidated association
must be deemed to be the same corporation as each of
its constituents so that nothing was received in the form
of property that it did not have before the union. U, S.
v. Northwestern Nat., Bank & Trust Co., (CCAS8), 137F
(2d)761, aff'g 46FSupp390.

Where a national bank and a trust company were con-
solidated or merged without any change in ownership,
and without any addition to capital or surplus, the
capital assets which passed from the trust company to
the consolidated company were not paid in surplus and

contributions to capital within the meaning of §701(f) of -

the Revenue Act of 1934. Bank
Trust Co. v. U. 8., (DC-Minn), 46FSupp390. Aft’d 137F
(2d)761. See Dun. Dig. 763c

7699-12. No deposit in excess of 25 times amount
of capital and actual surplus.—Subd. 1. No bank
or trust company organized under the laws of this
state shall accept deposits in a sum exceeding 25
times the amount of its capital stock and its actual
surplus, .

Subd. 2. 'Exceptions.—Due to the present emer-
gency, between the date of final enactment hereof and
July 1, 1945 any such bank or trust company may ac-
cept deposits in excess of the sum specified in Sub-
division 1 to the extent that such deposits are offset
by cash in excess of legally required cash reserves,
or by obligations of the government of the TUnited
States maturing within a period of 10 years, owned
and unpledged by such bank, or by both. (As amend-
ed Apr. 7, 1943, c. 342, §1.)

7699-13. Commissioner to take possession and liq-
uidate unless deposits are reduced.—If any such bank
or trust company shall violate the provisions of Ma-
son’s Minnesota Statutes of 1927, Section 7699-12, as
amended, the Commissioner of Banks may take pos-
session thereof and liquidate such corporation in ac-
cordance with law, unless said bank or trust com-
pany shall within ninety days after notice from the
Commissioner of Banks reduce its deposits to the
amount allowed by law or increase its capital stock
accordingly. (As amended Apr. 7, 1943, c. 342, §2.)

7699-34. Voluntary liquidation—Title to assets.—
Before the commissioner of banks shall file his cer-
tificate of liquidation, the bank or trust company shall

Northwestern

petition the district court in the county of its location -

and have the court appoint a trustee, and the bank or
trust company. shall transfer the title to all assets
omitted from the liquidation of the bank or trust com-
pany to the trustee for the benefit of the persons en-
titled thereto, and the assets shall be administered
and distributed by the trustee subject to the approval
of the district court, (As amended Act Mar. 4, 1941, c.
42,.81.)
SAVINGS BANKS
"7711. Deposit by minor or in trust, etc.
A deposit in a savings account in name’ of depositor

as trustee for another with right to withdraw whole or
any part thereof or otherwise revoke trust creates a

§7714

tentative trust only, valid under our statutes, which is
revocable by depositor during his lifetime and enforce-
able by beneficiary as an irrevocable trust ‘only after
depositor’'s death. Rickel v. Peck, 211M576, 2N'W(2d)140,
138ALR1375. See Dun. Dig. 9886a.

Court having jurisdiction of guardianships of incom-
petent persons has power to order on behalf of an in-
competent ward the revocation of a tentative trust of a
savings account. Id. See Dun., Dig. 7771la 9886a.

7714. Authorized securities.—Except as it relates
to the investment of ‘trust funds by corporate trustees
or by individual trustees, the term ‘‘authorized securi-
ties”” whenever used in the statutes and laws of this
state shall be understood as referring to the follow-
ing described securities in which the trustees of any
savings bank shall invest the money deposited therein
and which at the time of the purchase thereof are in-
cluded in one or more of the following classes: )

1. (a) In the bonds or other interest-bearing obliga-
tions of the United States, or in securities for the pay-
ment of which and interest thereon the faith of the
government is pledged.

(b) In the bonds or other interest-bearing securi-
ties of the Dominion of Canada, provided that the full
faith and credit of the Dominion of Canada is pledged
for the payment thereof and provided further that they
are payable in United States dollars within the United
States. (As amended Mar. 26, 1943, ¢. 197, §1.)

2. In the bonds or notes of any state which has
not defaulted in the payment of any bonded debt
within ten years prior to the making of such invest-
ment; and in the highway revenue bonds or certifi-
cates of such states payable out of irrevocably pledged
special revenues to be derived from gasoline or other
motor fuel taxes or motor vehicle license fees, pro-
vided that such revenues during the most recent fiscal
year of such state (next preceding the date of such
investment) were equal to at least one and one quar-
ter times the interest, principal, and sinking fund re-
quirements of,such revenue bonds or certificates dur-
ing such fiscal year.

3. (a) In the bonds, certificates of indebtedness,
or other interest bearing obligations, payable out of a
levy of ad valorem taxes, of any city of the state of
Minnesota containing over 50,000 inhabitants, or of
any board of any such city, without regard to any
debt limits other than those applicable to the issuance
thereof; .

(b) In the bonds, certificates of indebtedness or
other interest bearing obligations, payable out of a
levy of ad valorem taxes, of any county, city, town,
village, or school, drainage or other district, or pub-
lic authority, created pursuant to law for public pur-
poses in Minnesota, provided that the net indebted-:
ness of such county, municipality, district,. or author-
ity as net indebtedness is defined by Mason’s 1927
Statutes, Section 1935, or any amendments thereof,
shall not exceed ten per cent of its assessed valuation;

(c) In the bonds, certificates of indebtedness or
other interest bearing obligations, payable out of a
levy of ad valorem taxes, of any county, city, town,
village, or school, drainage or other district, or pub-
lic authority, created pursuant to law for public pur-
poses in any state of the United States other than
Minnesota, provided that the total bonded indebted-
ness of such county, municipality, district or author-
ity, exclusive of revenue bonds or certificates, shall
not exceed ten per cent of its assessed valuation; and
provided further that if such county, municipality,
district or authority is of any state other than Iowa,
Wisconsin, North Dakota, or South Dakota, it shall
contain at least 3,500 inhabitants;

(d) In the bonds, certificates or other interest
bearing obligations, payable out of special revenues,
of any county, city, town, village, or school, drain-
age, or ‘other district, or public authority, created
pursuant to law for public purposes in any state of the
United States, provided, however,

(aa) that if such county, municipality, district or
authority is of any state other than Minnesota, it
shall contain at least 3,500 inhabitants; and
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(bb) that such obligations shall have been issued
to finance the purpose or construction of or addition
to a public enterprise furnishing water, sewer, light-
ing, power, gas, or road facilities, from which rev-
enue is to be derived; and

(cc)
stituted authority shall have covenanted or shall be
required by law to establish and maintain rates to
yield sufficient revenue for the payment of operating
expenses, maintenance expenses, and principal and in-
terest on such revenue obligations and to pledge such
revenue irrevocably to said purposes; and

(dd) -that at the date of investment such public
enterprise shall have been in operation for at least
three years; and

(ee) that during the preceding three fiscal years
its annual net earnings, after payment of operating
expenses and maintenance expenses, shall have been
.on the average at least one and one quarter times the
average annual interest, principal and sinking fund
requirements on such revenue obligations during the
period from the end of its most recent fiscal year to
the final maturity of such obligations.

4. (a) On notes or bonds secured by mortgages
or trust deed on unencumbered real estate in Minne-
sota, Wisconsin, Iowa, North Dakota, South Dakota,
and Montana, worth when improved at least twice and
when unimproved at least three times the amount
loaned thereon,

(b) In notes or bonds secured by mortgages or
trust deed on unencumbered real estate in paragraph
(a) where such notes or bonds do not exceed 60
per cent of the appraised value of the security for the
same, provided that such notes or bonds are pay-
able in installments aggregating. not less than five
per cent of the original principal per annum in addi-
tion to the interest; or, are payable on a regular
amortization basis in equal installments, including
principal and interest, such installments to be pay-
able monthly in such amounts that the debt will be
fully paid in not to exceed 20 years if the security is
non-agricultural real, estate, and such installments
to be payable annually or semi-annually in such
amounts that the debt will be fully paid in not to ex-
ceed 25 years if the security is agricultural real estate

(¢c) Not more than 50 per cent of the whole
amount of the moneys of the bank shall be so loaned
. and such investments shall be made only on report of
a committee directed to investigate the same and
report its value, according to the judgment of its
members, and its report shall be preserved among the
.bank’s_ records.

5. In notes secured by such bonds or mortgages,
as the bank.under this section is authorized to invest
in, but no such bond or mortgage shall be taken as
collateral security for more than its par value, nor
shall the aggregate amount of securities taken be less
than the full amount loaned thereon, and no such
loan shall be made for a longer time than one year,
nor to a greater amount to any one person than three
per cent of the total deposits of the bank. No such
bank shall loan in the aggregate, on the security
specified in this paragraph, more than one-fourth of
its deposits.

6. In the bonds of any railroad company which are
secured by first lien upon a railroad within the United
States, or a portion thereof, which shall be a first
lien upon not less than one hundred miles of main
line track thereof, or in the mortgage bonds of any
such company of an issue to retire all prior mort-
gage indebtedness thereof, or in the bonds of any
railroad company in the United States which are guar-
anteed or assumed by another railroad company with-
in the United States; provided that the railroad com-
pany, except one whose bonds are so guaranteed or
assumed, either issuing, guaranteeing or assuming
any of such bonds, has not within five years prior to
such investment failed {n the payment of a dividend
upon its entire capital stock outstanding of not less

that the governing body or other legally con-
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than four per cent per annum each fiscal year, and ,
has not within such time defaulted in the payment of
any part of the principal or interest of any debt in-
curred by it and secured by trust deed or mortgage .
upon its road or any part thereof, or in the payment
of any part of the principal or interest of any bonds
guaranteed or assumed by it, or in the hands of any
railroad company which have been outstanding not
less than fifteen years and which are secured by first
lien upon a railroad within the United States, or a
portion thereof, which shall be a first lien upon not
less than one hundred miles of main line track there-
of, upon which bonds there has been no default in the
payment of interest in the fifteen years next prior to
such investment, or in bonds of corporations secured
by a mortgage upon railroad terminals in cities of not
less than two hundred thousand population, and which
shall be guaranteed by a railroad company that has
not defaulted in the payment of interest on any of
its bonds for a period of at least ten years prior to
the date of such purchase. But no such banks should
loan upon or invest in railroad bonds to an amount
exceeding in the aggregate twenty-five per cent of its
deposits, nor exceeding five per cent of its deposits
in the bonds issued, guaranteed, or assumed by any
one railroad company.

7. In farm loan bonds issued by any federal land
bank, or by a joint stock land bank in the Federal
Reserve district in which Minnesota is situated, in ac-
cordance with the provisions of an act of Congress
of the United States of July 17, 1916, known and
designated as ‘“The Federal Farm Loan Act,” and acts
amendatory thereto, and in bonds and obligations of
the Federal Home Loan Banks established by Act of
Congress known as the Federal Home Loan Bank Act
approved July 22, 1932, and acts amendatory thereto.

8. In bankers’ acceptances of the kind and char-
acter following:

a. Bankers’ acceptances of the kind and maturities
made eligible by law for rediscount with or purchase
by federal reserve banks, providing the same are ac-
cepted or endorsed by a bank, or trust company in-
corporated under the laws of this state; or by any
bank or trust company in the United States which is a
member of the federal reserve system.

b. Not more than twenty per cent of the assets of
any savings bank shall be invested in such accept-
ances. Not more than seven per cent of the aggregate
amount credited to the depositors of any savings bank
shall be invested in the acceptances of or deposited
with a trust and banking company or with a na-
tional bank of which a trustee of such savings bank
is a director,

9. In railroad equipment trust obligations, com-
prising bonds. notes or certificates, which when issued
are secured by new standard gauge rolling stock pur-
chased or leased by any railroad incorporated in the
United States or in Canada, or by the receiver or
trustee of any such railroad, or by any corporation
engaged in the business of leasing or furnishing rail-
road rolling stock, provided, however, that the entire
issue of such obligations:

(a) Is required to be paid, in United States dol-
lars within the United States, within fifteen years
from date of issue in approximately equal annual
or semi-annual installments commencing not later
than three years after the date of issue, and

(b) Is of an aggregate amount not exceeding
eighty per cent of the cost of the equipment securing
such issue; but if issued originally in an amount
which exceeded such eighty per cent, then investment
in the obligations of such issue shall nevertheless be
authorized as soon as or at any time after all the un-
paid obligations of such issue are reduced to or are
less than fifty per cent of the cost of the equipment
securing such issue.

10. In the bonds of any corporation which at the
time of such investment is incorporated under the
laws of the United States or any state thereof, or the
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District of Columbia, and transacting the business of

supplying electrical energy, or artificial gas, or nat-
ural gas purchased from another corporation and sup-
plied in substitution for or in mixture with artificial
gas, for light, heat, power and other purposes, or
transacting any or all of such business, provided that
at least seventy-five per centum of the gross operating
~revenues of any such corporation are derived from
such business and that not more than fifteen per
centum of the gross operating revenues are derived
from any one kind of business other than supplying
electricity or gas or electricity and gas, and provided
further that such corporation, if operating outside of
Minnesota, is subject to regulation by a public service
commission or public utility commissioner or other
similar regulatory body duly established by the laws
of the United States or the states or state in which
" such corporation operates, sub]ect to the following
conditions:

(a) Such corporation shall have all franchises
necessary to operate in the territory in which at
least seventy-five per centum of its gross income is
earned, which franchises either shall be indeterminate
permits or agreements with, or subject to the juris-
diction of, a public service commission or other duly
constituted regulatory body, or shall extend at least
five years beyond the maturity of such bonds, and
such corporation ‘shall file with the Commissioner of
Banks or'make public each year a statement and a
report giving the income account covering the pre-
vious fiscal year and the balance sheet showing in rea-
sonable detail the assets and liabilities at the end of
such fiscal year.

(b) The book value of the outstanding capital
stock of such corporation shall at the time of such in-
vestment be equal to at least two-thirds of its total
funded debt.

(¢c) Such corporation shall have been in existence
for'a period of not.less than eight fiscal years and at
no time within such period of eight fiscal years next
preceding the date of such investment shall said cor-
poration have failed to pay promptly and regularly
the matured principal and interest of all its indebted-
ness direct, assumed or guaranteed, but the period
of life of the corporation, together with the period
of life of any predecessor corporation or corporations
from which a substantial portion of its property was
acquired by consolidation, merger, purchase or as a
successor corporation, shall be considered together in
determining the required period.

(d) For a period of five fiscal years next preceding

the date of such investment the net earnings of such ,

corporation shall have been each year not less than
twice the annual interest charges on its total funded
debt applicable to that period, and for such period
the gross operating revenues of any such corporation
shall have averaged per year not less than one million
dollars.

(e} In determining the qualifications of any bond
under this subdivision where a corporation shall have
acquired its property or any substantial portion
thereof within five years immediately preceding the
date of such investment by consolidation, merger,
purchase or as a successor corporation, the gross op-
erating revenues, net earnings and interest charges

" of the predecessor or constituent corporations shall be
consolidated and adjusted so as to ascertain whether
the requirements of paragraph (d) of this subdivision
have been complied with.

(f) The gross operating revenues and expenses of
a corporation for the purpose of this subdivision shall
be respectively the total amount earned from the op-
eration of, and the total expense of maintaining and
operating, all property owned and operated or leased
and operated by such corporation, as determined by
the system of accounts prescribéd by the public serv-

ice commission or public utility commission or other

- similar regulatory body bhaving jurisdiction in the

matter. The gross operating revenues and expenses,
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as defined above, of subsidiary companies must be
included, provided that all the mortgage bonds and
a controlling interest in stock or.stocks of such sub-
sidiary companies are pledged as part security for the
mortgage debt of the principal corporation.

(g) The net earnings of a corporation for the
purpose of this subdivision shall be the balance ob-
tained by deducting from its gross operating rev-
enues its operating and maintenance expenses, taxes
other than federal and state income taxes, rentals,
depreciation and provision for .renewals and retire-
ments of the physical assets of the corporation, and
by adding to said balance its income from securities
and miscellaneous sources, but not, however, to ex-
ceed fifteen per centum of said balance. The term
“funded debt” shall be construed to mean all interest-
bearing debt excepting therefrom unsecured obliga-
tions maturing within one year of date of issue.

(h) Such bonds must be part of an original issue
of not less than one million dollars and must be mort-
gage bonds secured by a first or refunding mortgage
secured by property owned and.operated by the cor-
poration issuing or assuming them, or must he under-

‘lying mortgage bonds secured by property owned and

operated by the corporation issuing or assuming them,
provided that such bonds are to be refunded by a
junior mortgage providing for their retirement and
provided further that the bonds under such junior
mprtgage comply with the requirements of this sub-
division and that such underlying mortgage either
is a closed mortgage or remains open solely for the
issuance of additional bonds which are to be pledged
under such junior mortgage. The aggregate principal
amount of bonds secured by such first or refunding
mortgage plus the principal amount of all the under-

. lying outstanding bonds shall not exceed sixty per

centum of the value of the physical property owned
as shown by the books of the corporation and subject
to the lien of such mortgage or mortgages securing
the total mortgage debt, provided that if a refunding
mortgage, it must provide for the retirement on or
before the date of their maturity of all bonds secured
by prior liens on the property. No such savings bank
shall loan upon, or invest in bonds of such public util-
ity companies in an amount exceeding in the aggre-
gate ten per centum of its deposits and surplus, nor
exceeding five per centum thereof in the bonds of any
one public utility company.

11. In the bonds of any corporation which at the
time of such investment is incorporated under the
laws of the United States or any state thereof, or the
District of Columbia, and authorized to engage, and
engaging, in the business of furnishing telephone
service in the United States, provided that such cor-
poration is subject to regulation by the Interstate
Commerce Commission or a public service commis-
sion or public utility commission or other similar fed-
eral or state regulatory body duly established by the
laws of the United States or the states or state in
which such corporation operates, subject to the fol-
lowing conditions:

(a) Such corporatlon shall have been in existence
for a period of not less than eight fiscal years and at
no time within such period of eight fiscal years next
preceding the date of such investment shall said cor-
poration have failed to pay promptly and regularly
the matured principal and interest of all its indebted-
ness direct, assumed or guaranteed, but the period
of life of the corporation, together with the period of
life of any predecessor corporation or corporations
from which a substantial portion of its property was
acquired by consolidation, merger, purchase or as a
successor corporation, shall be considered together in
determining the required period; and such corporation
shall file with the Commissioner -of banks or make
public in each year a statement and a report giving
the income account covering the previous fiscal year
and the .balance sheet showing in reasonable detail
the assets and liabilities at the end of such fiscal year.
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(b) The book value of the outstanding capital
stock of such corporation shall at the time of such
investment be equal to at least two-thirds of its total
funded debt.

(¢) For a period of five fiscal years next preceding
the date of such investment the net earnings of such
corporation shall have been each year not less than
twice the annual interest charges on its total funded
debt applicable to that period, and for such period,
the gross operating revenues of any such corporation
shall have averaged per year not less than five million
dollars.

(d) In determining the qualifications of any bond
under this subdivision where a corporation shall have
acquired its property or any substantial portion there-
of within five years immediatley preceding the date
of such investment by consolidation, merger, purchase
or as a successor corporation, the gross operating rev-
enues, net earnings and interest charges of the pre-
decessor or constituent corporation shall be consoli-
dated and adjusted so as to ascertain whether the
requirements of paragraph (c¢) of this subdivision
have been complied with.

(e) The gross operating revenues and expenses of
a corporation for the purpose of this subdivision shall
be respectively the total amount earned from the op-
eration of, and the total expense of maintaining and
operating, all property owned and operated or leased
and operated by such corporation, as determined by
the system of accounts prescribed by the Interstate
Commerce Commission or the public service commis-
gion or public utility commission or other similar fed-
eral or state regulatory body having jurisdiction in
the matter,

(f) The net earnings of a corporation for the pur-

pose of this subdivision shall be the balance obtained -

by deducting from its gross operating revenues’ its
operating and maintenance expenses, taxes, other
than federal and state income taxes, rentals, depre-
ciation and provision, for renewals and retirements
of the physical assets of the corporation, and by
adding to said balance its income from securities and
miscellaneous sources, but not, however, to exceed
fifteen per centum of said balance. The term ‘“‘funded
debt” shall be construed to mean all interest-bearing
debt excepting therefrom unsecured obligations ma-
turing within one year of date of issue. 4

(g) Such bonds must be a part of an original
issue or of a subsequent series of bonds of the ag-
gregate amount of not less than five million dollars,
both the original issue and the subsequent series be-
ing protected by the same mortgage provisions, and
-must be secured by a first or refunding mortgage,
and the aggregate principal amount of bonds secured
by such first or refunding mortgage plus the principal
amount of all the underlying outstanding bonds shall
not exceed sixty per centum of the value of the prop-
erty, real and personal, owned absolutely as shown
by the books of the corporation and subject to the
lien of such mortgage, provided that if a refunding
mortgage, it must provide for the retirement of all
bonds secured by prior liens on the property. Not
more than thirty-three and one-third per centum of
the property constituting the specific security for
such bonds may consist of stock or unsecured obli-
gations of affiliated or other telephone companies, or
both. No such savings banks shall loan upon or in-
vest in bonds of such telephone companies in an
amount exceeding in the aggregate ten per centum
of its deposits and surplus, nor exceeding five per
centum thereof in the bonds of any one telephone
company. .
- 12. (a) In bonds and obligations of the Federal
Home Loan Banks established by Act of Congress
known as the Federal Home Loan Bank Act, approved
July 23, 1932, and Acts amendatory thereto, and in
bonds and obligations of the Home Owners’ Loan
Corporation established by Act of Congress known as

CH. 58-—CORPORATIONS

.the Home Owners’ Loan Act of 1933, and Acts amen-

datory thereto,

(b) Certificates of Depos1ts of any bank or trust
company, however, organized, the deposits of which
are insured in whole or in part by the Federal De-
posit Insurance Corporation, to the extent that such
certificates of deposits are fully insured.

-13. (a) The district court, upon petition of a
trustee under a will or other instrument may, if the
trust does not otherwise provide, authorize the trustee
to invest the income or principal of the trust fund in
policies of life or endowment insurance or annuity
contracts, issued by a life insurance company duly
authorized to transact business in the state, on the
life of any beneficiary of .the trust or on the life of
any person in whose life such beneficiary has an in-
surable interest,.

(b) The probate court, upon the application of a
guardian, may authorize him to invest income or prin-
cipal of the estate of his ward in policies of life or
endowment insurance or annuity contracts, issued by
a life insurance company duly authorized to transact
business in the state, on the life of the ward or on the
life of a person in whose life the ward has an insur-
able interest. (As amended Apr. 22, 1941, c¢. 380,
§§1-3; Mar. 26, 1943, c¢. 197, §1; Apr. 24, 1943, c.
635, §6.)

Laws 1943, c. 635, provides that the amendment there~
in contained will take effect July 1, 1943. See §§8090-4
to 8090-8 for other provisions.

3).

Bonds issued for a sewage disposal plant for use of
which charges are made are to be deducted in determin-

ing indebtedness of village. Op. Atty. Gen., (928a-8),
Ma}s]r :)11 1940,
Investment of ﬂduciary funds in life insurance policies

and annuities. 25MinnLawRev298.

Generally speaking, state bank may invest in bonds of

a township refunding warrants, Op. Atty. Gen. (43B-3),
July 8, 1940.

(13) (b).

Mere relationship of guardian and ward standing alone
would not create an insurable interest, but an insurable
interest may arise under particular circumstances, such
as dependency, expectation of aid or benefit when needed,
ete. Op. Atty. Gen. (346d), June 25, 1940.

TRUST COMPANIES

7735, Investment of trust funds by corporate
trustee—Commingling funds.—It may invest all
moneys received by it in trust in authorized securities,
and shall be responsible to the owner or cestui que
trust for the validity, regularity, quality, value, and
genuineness of such investments and securities and
evidences thereof. Whenever special directions are

 given in any order, judgment, decree, will, or other

written instrument as to the particular manner or the
particular class or kind of securities or property in
which any investment shall be made, it shall follow
such directions, and in such case it shall not be fur-
ther responsible by reason of the performance of such
trust. In all other cases it may invest funds held in
any trust capacity in authorized securities using its
best judgment in the selection thereof, and shall be
responsible for their validity, regularity, quality, and
value thereof at the time made, and for their safe-
keeping. Whether it be the sole trustee or one of two
or more co-trustees, it may invest in fractional parts
of, as well as in whole, securities, or may commingle
funds for investment. If it invests in fractional parts
of securities or commingles funds for investment, all
of the fractional parts of such securities, or the whole
of the funds so commmgled shall be owned and held
by such trust company in its several trust capacities,
and it shall be liable for the administration thereof
in all respects as though separately invested, provid-
ed, however, that not more than $25,000 (at the cost
price of such investments) shall be so invested for
any one trust at any one time in fractional parts or
as commingled funds for investment, unless the au-
thority to invest in fractional parts or as commingled
funds be given in the order, judgment, decree, will or
other written instrument governing such trust., Funds
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so commingled for investment shall be designated
collectively as a common trust fund. It may, in its
discretion, retain and continue any investment and
security ‘or securities coming into its possession in
any fiduciary capacity. The foregoing shall apply as
well whether a corporate trustee is acting alone or
with an individual co-trustee. (As amended Act Apr.
18, 1941, c. 298, §1.) : :

7739. Trust accounts kept separate — Securities
how deposited.—Besides its general books of account,
it shall keep separate books for all fiduciary accounts.
All funds and property held by it in a fiduciary capa-
city shall at all times be kept separate from the funds
and property of the corporation, and all deposits by
it of such funds in any banking institution shall be
deposited as fiduciary funds, to its credit as fiduciary
and not otherwise. Every security or property in
which the funds held by it as trustee, executor, ad-
ministrator, guardian, receiver, or assignee, or in any
other fiduciary capacity are invested, shall at once
upon receipt thereof be immediately entered in the
proper books as belonging to the particular fiduciary
account whose funds have been invested therein. Any
change in such investment shall be fully specified in
and under the account of the particular fiduciary
account to which it belongs, so that all fiduciary funds
and property can be readily identified at any time,
by any person. Any trust company incorporated un-
der the laws of this state and any national banking
association authorized to act in a fiduciary capacity
in this state, when acting in a fiduciary capacity,
either alone or jointly with an individual or individ-
uals, may, with the consent of such individual fidu-
ciary or fiduciaries, who are hereby authorized to
give such consent, cause any stocks, securities, or
other property now held or hereafter acquired in such
capacity to be registered and held in the name of a
nominee or nominees of such corporate fiduciary
without mention of the fiduciary relationship. Any
such corporate fiduciary shall be liable for any loss
occasioned by the acts of any of its nominees with
respect to such stocks, securities or other property so
registered. (As amended Apr. 7, 1943, c. 339, §1.)

7739-1. Effective date. This act shall take effect and
be in force from and after the approval thereof. (Act
Apr. 7, 1943, ¢. 339, §2.)

GENERAL BUILDING AND LOAN ASSOCIATIONS

7764. Withdrawal of stock — Valuation — Times.
[Repealed.]

Repealed, Apr. 21, 1939, c. 391,

In action against building an
scind purchase of house and lot, in payment for which
plaintiff applied stock of defendant, evidence held in-
sufficient to show that defendant misrepresented its own
financial situation or value of stock accepted in payment.
Beck v. N, 206M125, 288NW217. See Dun. Dig. 1172,

SAVINGS, BUILDING AND LOAN ACT

7770-14. Commissioner to supervise.—The com-
missioner of banks shall exercise a constant super-
vision over the books and affairs of all such associa-
tions doing business within the state; and shall ex-
amine at least twice each year all of said associations,
inspecting and verifying the assets and liabilities of
each, and so far investigate the character and value
of the assets of each such association as to ascertain
with reasonable certainty that the values are cor-
rectly carried on its books. The right of inspection
of the books and records of such association shall be
exclusive with the commissioner of banks.

The commissioner of banks shall investigate the
methods of operation and conduct of such associations
and their systems of accounting, to ascertain whether
such methods and systems are in accordance with law
and sound business principles. He may examine, or
cause to be examined, on oath any of the officers, di-
rectors, agents, clerks, customers, or shareholders of
any such association touching the affairs and busi-

51,

loan association .to re- -

§7771

"ness thereof, and may, in the performance of his of-

ficial duties, issue, or cause to be issued by the ex-
aminers, subpoenas, and administer, or cause to be
administered by the examiners, such oath. In case
of any refusal to obey any subpoena issued by him
or under his direction, such refusal may at once be
reported to the district court of the county in which
the association is located, and such court shall enforce
obedience to such subpoenas in the manner provided
by law for enforcing obedience to subpoenas of said
court. In all matters relating to his official duties,
the commissioner of banks shall have the same power
possessed by courts of law to issue subpoenas and
cause them to be served and enforced, and all of-
ficers, directors, and employees of such associations,
and all persons having dealings with or knowledge
of the affairs or methods of such associations shall
afford reasonable facilities for such examinations and
make such returns and reports to the commissioner
of banks as he may require; attend and answer, under
oath, his lawful inquiries, produce and exhibit such
books, accounts, documents, and property as he may
desire to ipspect, and in all things aid him in the per-
formance of his.duties. (As amended Apr. 23, 1943,
c. 587, §1.)

7770-24. Rights and privileges of members.

Statute supersedes any Inconsistent by-laws respecting
qualification to vote. Op. Atty. Gen., (53a-26), Dec. 13,

77:70-25.. Rights and privileges of officers and di-

‘rectors.

Directors need not be voted on separately, but to be
elected a particular director must receive a majority of
the vote of the.members present and voting. Op. Atty.
Gen., (53a-10), Dec. 13, 1949.

7770-31. Share accounts.

Status and interest of a member of a federal savings
and loan association is not subject to provisions of uni-
form stock transfer act relating to a levy of execution,
and share certificate need not be seized to make a levy
on account effective, and sheriff does not sell the share
account, but merely collects from association the “things
in action”, the amount in the debtor’'s account to which
debtor is entitled. Benton’s Apparel v, Hegna, 213M271,
TNW(2d)3, 143ALR1148. See Dun. Dig. 1163-1177.

7770-45. Not to deal in real estate.—No such asso-
ciation shall engage in the business .of buying and
selling or dealing in real estate, but it may secure ob-
ligations due to it and the payment of its loans by
taking real estate mortgages. It may purchase at any
sheriff’s, judicial or other sale, public or private, any
real estate upon which it has a mortgage, judgment
or other lien, or in which it has any interest. It may
acquire title to any real estate on which it holds any
lien, in full or part satisfaction thereof, and may
sell, convey, hold, lease or mortgage the same. Also
in transactions involving the purchase by a share-
holder of .improved real estate for home purposes, or
for the construction of a home, a savings, building and
loan association, organized under the laws of this
state, or of the United States of America, may when
authorized by its by-laws acquire the title thereof,
and it may give to such shareholders a contract to
convey the same as upon a sale thereof and upon de-
fault in the conditions of such contract, the association
may terminate the interest of such shareholder pursu-
ant to law. (As amended Apr, 10, 1941, c. 165, §1.)

Commissioner of Banking may order discontinuance of .

practice of lending money on mortgages executed and re-
corded prior to record ownership by mortgagor, though
such a mortgage would be effective in equity. Op. Atty.
Gen. (53-2-22), Mar. 17, 1941,

CERTAIN INVESTMENT COMPANIES

7771. Investment companies—Control.—No per-
son and no co-partnership, association or corporation,
whether local or foreign, heretofore organized or
which may hereafter be organized, doing business as

a so-called investment, loan, thrift, benefit, coopera--

tive, home, securities, trust or guarantee company for
the licensing, control and management of which there
is no law now in force in .this state, and which
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such persons, co-partnership, association or corpora-
tion shall solicit or receive payments to be made to
himself or itself either in a lump sum or periodically,
or on the installment plan, and which issues there-
for, or has issued therefor and has or shall have out-
standing, so-called bonds, debentures, shares, cou-
pons, thrift certificates, certificates of membership
or other evidences of obligation or agreement or pre-
tended agreement to return to the holders or owners
thereof money or anything of value at some future
date, shall solicit or transact any such business in
this state, unless such person, co-partnership, associa-
tion or corporation shall at all times keep and main-
tain a paid up capital or capital and surplus of $100,-

000, or shall keep on deposit with the commissioner-

of banks, authorized securities in an amount equatl to
the cash surrender value of all investment contract
liabilities on investment contracts held by residents
of this state and shall submit to the commissioner of
banks on the first day of each month a vertified re-
port in writing which shall set forth the total amount
of the cash surrender value of all investment con-
tract liabilities on investment contracts held by resi-
dents of this state; such deposit at no time shall be
less than $50,000. Every -such person, co-partnership,
association or corporation, whether local or foreign,
which shall be hereafter authorized to do business
with an original paid in capital of less than $100,000
shall at all times be required to maintain and keep
on deposit with the commissioner of banks authotized
securities in an amount equal to the cash surrender
value of all investment contract liabilities on invest-
ment contracts held by residents of this state; and
shall have first complied with the provisions of the
1938 Supplement to Mason’s Minnesota Statutes of
1927, Section 7774; provided, however, that existing
nermits heretofore issued under said Section 7774
-shall continue in full force and effect. (As amended
Apr, 24, 1943, c. 659, §1.)

Fees for examinations. Laws 1943, c. 319.

A company applyingb for a license under this section
must be transacting a business similar to that of a build-
ing and loan association, and there must be no other law
‘under which such a company might be licensed. Op. Atty.
Gen., (2%9a-8), April 19

A license under §77"11 would confer no right to trans-
act business of an lndustrlal loan and thrift company
described in §7774-25. 1d.

7772. Supervision of commissioner; etc.

Examiner’'s salary for’' time taken to make examina-
tion, cost of supplies used, and a portion of office over-
head, as well as for travel, hotel and meals of examiner,
are ‘“actual necessary expenses.” Op. Atty. Gen. (29a-16),
Oct. 18, 1940.

7774-14a. What are investment companies. —
Wherever used in this act, the term ‘“investment com-
pany’’ means any person, co-partnership, association
or corporation referred to in Mason’s Minnesota
Statutes of 1927, Sections 7771 to 7774, both inclu-
sive, as amended by Laws 1939, Chapter 109. (Act
Apr. 6, 1943, ¢. 319, §1.]
[54.293]

7774-15b. Fees for examinations — Expenses. —
Every investment company shall pay to the State of
Minnesota, in addition to the fees for examination
and expenses provided for in Mason’s Minnesota
Statutes of 1927, Section 7772, the actual necessary
expenses incurred by the commissioner of banks for
all salaries, wages, and expenses of special examiners
and other special employees employed by the commis-
sioner of banks to make the examinations provided for
by law, and compensation for special services render-
ed by regular examiners in connection with such ex-
aminations, and shall make deposits to cover the es-
timated cost of such salaries, wages, expenses, and
compensation for special services, as hereinafter pro-

vided. (Act Apr. 6, 1943, ¢. 319, §2.)
[54.293]
7%74-3%c. Commissioner of Banks to furnish esti-

mate of expenses.—Prior to the commencement of any
examination of an investment company in any year,

:
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the commissioner of banks shall make and furnish to
such investment company .under his supervision an
estimate of the amount reasonably necessary to pay
the salaries, wages, and expenses of special examiners
and other special employees to be employed by him
for the purpose of making such examination, and com-
pensation for special services to be rendered by reg-
ular examiners. Such company shall forthwith pay
the amount of such estimate to the state treasurer
and all amounts so paid are appropriated to the com-
missioner of banks for the purposes of this section.
(Act Apr. 6, 1943, c. 319, §3.)

[64.293]

7774-15d. Salaries and expenses to be paid from
deposits.—Upon authorization by the commissioner
of banks, the monies due each special examiner or
special employee engaged in any examination of an
investment company, and compensation to any regular
examiner for special services in connection with such
examination, shall be paid to him from the deposit
made by such investment company, in the manner
prescribed by law. (Act Apr. 6, 1943, c. 319, §4.)
[54.293] '

7774-%e. To pay additional sums.—If at any time
it appears to the commissioner of banks that the
money deposited by any investment company shall be
insufficient to pay the salaries, wages, expenses, and
compensation for special services of regular exam-
iners aforesaid, as and when incurred by the commis-
sioner of banks, such investment company shall, on
request of the commissioner of banks, forthwith pay
to the state treasurer such additional sum as may
be necessary to meet such salaries, wages, ‘expenses,
and compensation for spec1a1 services (Act Apr. 6,
1943, ¢. 319, §5. )

[54. 293]

7774-%f. Commissioner to prepare a statement—
Repayment of excess.—Within 30 days after the com-
pletion of an examination of any investment com-
pany which has made a deposit as herein provided,
the commissioner of hanks shall prepare and present
to such investment company a full statement of all
salaries, wages, and expenses of special examiners
and other special employees, and compensation for
special services rendered by regular examiners paid
from such deposit, and if the amount so paid is not
equal to the amount of the deposit, the excess shall,
upon authorization of the commissioner of banks, be
repaid by the state treasurer to the investment com-
pany making the deposit. (Act Apr. 6, 1943, ¢. 319,

§6.)
[54.293]
" INVESTMENT COMPANY ACT OF 1940
7774-3{a. Definitions.—Subdivision 1. Unless the

language or context clearly indicates that a different
meaning is intended, the followmg words, for the
purposes of this Act, shall be given the meaning sub-
joined to them, .

Subdivision 2. “Company” means a face amount
certificate company as defined by the Act of the Con-
gress of the United States of America known and
cited as the ‘“Investment Company Act of 1940”,
which has certificates outstanding, but to which com-
pany subsection (c¢).of Section 28 of said Act, relating
to a deposit of investments, does not apply, and which
company is or has been authorized to do business in
the State of Minnesota pursuant to sections 7771 to
7774, both inclusive, of Mason’s Minnesota Statutes
of 1927, as amended.

Subdivision 3. ‘“Treasurer’”’ means the Treasurer of
the State of Minnesota in his official capacity.

Subdivision 4. ‘“Commissioner’” means the Commis-
sioner of Banks of the State of Minnesota in his offi-
cial capacity.

Subdivision 5. “Liability” wherever used in respect
of any certificate or certificates as of any time means
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the then amount which the Company is obligated un-
der the provisions of such certificate or certificates to
pay in cash upon the surrender and cancellation
thereof, but if any certificate does not expressly pro-
vide for deducting the amount of any loan or loans
made upon the security thereof, ‘“liability”’ with re-
spect of such certificate shall mean' the amount the
Company is obligated to pay under the provisions
thereof upon the surrender and cancellation of such
certificate, less the amount of any such loan or loans.

Subdivision 6. ‘“Assets’’ means cash and investment
of the kind made eligible 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 provided by this act.

Subdivision 8. ‘Certificate” means any certificate,

investment contract or other security which repre- .

sents 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 payment of periodic installments of a stated or de- -

terminable amount, or any security which represents
a similar obligation of the Company, the considera-
tion for which was the payment of a single lump sum.
(Act Apr, 23, 1943, c. 591, §1.)

[67.01]

T774-3b. Deposit of securities by investment com-
panies.—Any company may, at its option, deposit and
maintain with the Treasurer assets as collateral se-
curity for the payment by it of its.liability under the
certificates to be secured thereby as specified in sec-
tion 3 hereof; provided that any company not organ-
ized 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 certificates issued to or held by residents of
the State of Minnesota.

If any company elects to make a deposit as herein
authorized, in respect of such company the following
provisions shall be applicable. (Act Apr. 23, 1943, c.
591, §2.) : .
[57.02]

7774-3ic. Company shall deposit securities.—Sub-
division 1. The Company, if organized under the laws
of the State of Minnesota, shall, subject to the provi-
sions hereof, deposit and maintain with the Treasurer
from time to time as collateral security, assets of the
kind eligible for deposit under the provisions of this
Act, having an aggregate value at all times, evaluated
as provided in this Act, at least equal to 100% of its
then liability on all certificates outstanding in the
United States, except as provided in subdivisions 2
and 3 of this section.

Subdivision 2, If the Company is at any time main-
taining a separate deposit of assets in respect of cer-
tificates liability as required by the statute of any
state or by an order, regulation of requirement of
any state or of any official or agency thereof, or other-
wise, no assets shall be deposited or maintained with
the Treasurer hereunder in respect of the Company’s
liability under the certificates .in respect of which
such separate deposit is then being maintained, ex-
cept in respect of the excess of the aggregate of the
Company’s liability under such certificates over the
value of the assets then being maintained in such
separate deposit, evaluated as provided in this Act.

Subdivision 3. If the Company at any time has con-
veyed any real estate eligible for maintenance under
the provisions of the certificates secured by the de-
posit herein authorized, or any thereof, acquired
through the foreclosure of any mortgage, trust deed
or other similar security instrument or by convey-
ance in lieu of such foreclosure, to a corporate trustee
or trustees as security for the payment of its liabiiity
under the certificates secured by the deposit with the
Treasurer hereunder, under an agreement or agree-

§7774-%1

ments approved by the Commissioner, the amount
of the assets required to be maintained with the
Treasurer under subdivision 1 of this section shall
be reduced by the value of real estate 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 con-
veyance or the book value of such real estate which-
ever is the lesser. Real estate shall not be eligible as
security hereunder except as provided in this sub-
division and upon written authorization by the Com-
missioner.

Subdivision 4. The Company, if not organized un-
der the laws of the State of Minnesota, shall, subject
to the provigsions hereof, deposit and maintain with

‘ the Treasurer from time to time as collateral security,
assets of the kind eligible for deposit under the provi-
sions of the Act, having an aggregate value at all
times, evaluated as 'provided in this Act, at least equal
to 1009 of its then liability on all certificates issued
to or held by residents of the State of Minnesota. (Act
Apr. 23, 1943, ¢. 591. §3.)

[57.03]

7774-3;d. Securities eligible.—Except as otherwise
provided herein,. assets deposited and maintained un-
der Section 3 hereof shall be cashed and investments
in first mortgages and first deeds of trust on improved
real estate, in government bonds, state bonds, mu-
nicipal bonds, obligations issued or guaranteed in
whole or in part by the United States Government,
or by a government chartered institution or agency’
and/or in assets 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 Commissioner may approve
as eligible for such purposes. (Act Apr. 23, 1943, c.
591, §4.) .

[67.04]

7774-34e. Valuation of securities.—Assets deposit-
ed and maintained under section 3, for the purpose of
determining conrpliance therewith, except as other-
wise provided in the Act, shall be valued as follows:

Each bond, debenture and other security of inbedt-
edness of like kind, acquired by purchase and not in
default, if amply secured, if purchased at par, at the
par value, and if purchased above or below par, on
the basis of the purchase price adjusted so as to bring
the value to par at maturity and so as to yield in -
the meantime the effective rate of interest at which
the purchase was made, provided that the purchase
price 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' the method of calculat-
ing values according to the foregoing rule; preferred
and guaranteed stocks upon which dividends are be-
'ing currently paid, at average cost to the Company of
each issue of such stocks; each contract for deed, each
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 reasonable value if the asset
has no established market value. (Act Apr. 23, 1943,
c. 591, §5.) :
[57.05]

. 7774-3f. Exchange of deposits.—Subdivision 1.
Assets deposited with the Treasurer hereunder may
- be withdrawn at any.time by the Company, at its op-
tion, whenever other assets eligible for deposit here-
under, of at least equal value are substituted there-
for, and assets may be withdrawn without such sub-
stitution, at the option of the Company, to the extent
of any excess over the aggregate amount required to
be maintainéd 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 Com-
pany’s officers or by an employee designated by such
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purpose in writing filed with the Treasurer, stating
that the value of the assets to be substituted is at
least equal to the value of the assets to be withdrawn;
and, in the event of a withdrawal of excess, upon the
filing with him of a statement, executed as aforesaid,
stating 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 assets on deposit
hereunder is not less than a stated amount, the
Treasurer shall permit a withdrawal of assets of a
value not greater than the excess value, if any, of
assets on deposit over the amount required to be
maintained, as shown by such statement, and the
Treasurer may conclusively rely upon such statements.

Subdivision . 2. Upon the withdrawal of any asset
deposited with the Treasurer as provided in this sec-
tion, the Treasurer shall execute and deliver to the
Company any and all instruments or documents neces-
sary 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 Act, and thereupon such asset shall be discharged
from any lien or incumbrance arising from the deposit
thereof with the Treasurer and the Treasurer shall be
relieved and discharged from all further liability in
respect thereof. (Act Apr. 23, 1943, ¢. 5691, §6.)
[57.06]

7774-33 . Company to collect income.—The Com-
pany shall be entitled to collect, receive and retain
.the income from and/or payments made on any as-
sets maintained with the Treasurer, except 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 hereof. , Interest coupons, if any, shall be
surrendered by the Treasurer to the Company so long
as it shall be entitled to receive such interest here-
under not more than fifteen nor less than five days
prior to their respective maturities. (Act Apr. 23,
1943, ¢. 591, §7.)

[567.07] ' -

7774-3% h. Treasurer to keep assets in vault.—The
Treasurer shall keep the assets and any documents or
papers delivered into his possession under this Act
in the vaults provided by the state for hijs official
use, except that he may keep said assets, documents
and papers elsewhere if in his opinion the available
space in such vaults now is, or shall hereafter become,
inadequate for such purpose, or if for any other rea-
son he shall deem it desirable or expedient so to do;
provided (a) if assets consisting of stocks, bonds,
debentures or other securities of like kind, payable
to bearer or negotiable by delivery, not secured as
provided in (b) 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 fed-
eral supervision, in which safe-deposit box or boxes
such assets, and any papers or documents relating
thereto, shall be kept by him, or he shall, with the
Company’s approval, deposit the same with any such
bank or trust company under a safekeeping or cus-
todian agreement between such bank or trust com-
pany and himself, and (b) if assets consisting of
mortgages, trust deeds or similar security instru-
ments, or evidences of indebtedness secured by mort-

gages, trust deeds or other similar security instru--

ments 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
vaults, the Company, upon the written request of the
Treasurer, shall provide,
thereof by the Treasurer, at its own cost and expense,
for his use, a vault or vaults equipped with suitable
filing cabinets adequate for the purpose, in which
such assets, within the purview of (b) of this proviso,
and any documents and papers relating to assets com-

subject to the approval
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ing within the purview of (b) of this proviso de-
livered into his possession, shall be kept, such vault
or vaults to be under the exclusive supervision and
control of the Treasurer and such employees as he
may appoint for the purpose of keeping and admin-
istering such deposit. If provision cannot be made
for the keeping of any assets to be kept elsewhere
than in the official vaults, with approval as herein
provided, the Treasurer shall then provide such facili-
ties.

Assets, documents and papers of each Company
shall be kept by the Treasurer segregated from all
other assets, documents and papers in his possession,
custody or control. (Act Apr. 23, 1943, c. 591, §8.)
[57.08]

7774-34i. 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 security for the payment to hold-
ers of certificates, residing in the United States, of
the cash payments provided in such certificates, as
and when the same become due and payable according
to the terms and conditions thereof, subject to the
provisions of this Act; provided, however, that the

_ holders of certificates in respect of which 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 deposit
has been exhausted and after the holders of certifi-
cates secured only by the deposit hereunder shall
have received from the deposit hereunder a percent-
age amount upon their certificate obligations equal to
the percentage amount received by the holders of
certificates in respect of which such separate deposit
is maintained from such separate deposit, and shall
thereafter participate on an equal percentage basis
in the residue of the deposit hereunder with certifi-
cate holders secured only by the deposit hereunder.

Subdivision 2. Assets maintained with the Treas-
urer hereunder by a Company not organized under
the laws of the State of Minnesota, shall constitute a
plédge only of such assets as collateral security for
the payment to holders of certificates, issued to or
held by residents of the State of Minnesota, of the
cash payments provided in such certificates, as and
when the same become due and payable according to
the terms and conditions thereof, subject to the pro-
visions of this Act.

Subdivision 3. The Company shall file specimen
copies of all certificates referred to in subdivisions 1
or 4, of section 3, as the case may be, with the
Treasurer, but no certificate shall be excluded from
the security of the deposit by reason of the failure
to file a specimen thereof or by reason of having at-
tached thereto or included therein riders, endorse-
ments or other slight modifications or additional pro-

visions. (Act Apr. 23, 1943, c. 591, §9.)
[567.09] ) :
7774-3 j. '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 credited assets as and when deposited
with him from time to time and in which shall be
charged assets as and when withdrawn by the Com-
pany from time to time, and the Company shall fur-
nish the Treasurer with all information necessary and

‘appropriate to enable him to maintain such ledger.

(Act Apr. 23, 1943, c. 591, §10.)
[67.10]

7774- 34 k. Mortgages—Trust deeds—How deposited.
—Subdivision 1. A mortgage, trust deed or other
similar security instrument shall be deposited with
the Treasurer, for the purposes of section 3, by de-
livery of the same to the Treasurer, except as other-
wise provided in this section, together with the fol-
lowing instruments:
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(1) Any note or bond secured thereby, endorsed
substantially as follows:
hereby assigned to the Treasurer of the State of Min-
nesota, his successors or assigns under and pursuant
to the provisions of Chapter , Laws 1943.”

(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 mort-
gagee’s duplicate of the Torrens title certificate, stat-
ing, 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 instru-
ment to the. Treasurer is required by the foregoing
provisions of this section and such instrument is on
file pursuant to or is required to be filed with a pub-
lic officer by the statutes of any state, a copy of such
instrument, duly certified by the officer with whom
the original is filed to be a true copy thereof, may be
delivered in lieu of such original instrument.

Provided, that whenever the Company is making
a loan for the improvement of real estate which loan
is to be secured by a mortgage, trust deed or other
‘similar security instrument, and the moneys to be
loaned and a duly executed 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 hank or trust company as the
work progresses, the moneys remaining from time
to time in possession of such bank or trust ¢ompany,
and the mortgage, trust deed or other similar secu-
rity instrument shall be deemed deposited with the
Treasurer for the purposes of section 3 hereof, upon
the delivery to him of an assignment of said moneys
and of said mortgage. trust deed or other similar
security instrument, subject to the escrow agreement,
together with a receipt of the bank or trust company
duly acknowleding that it has such moneys and the
mortgage, trust deed or other similar security 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 secur-
ing moneys loaned or to be loaned for the improvement
of real estate, where such moneys are to be disbursed
as the work progresses, if duly recorded or deposited
in escrow, shall be deemed deposited with the Treas-
urer for the purposes of section 3 hereof upon deliv-
ery to him of an assignment thereof, without delivery
of such mortgage, trust deed or security instrument or
other accompanying instruments specified in this sec-
tion. Upon the consummation of any such loan, the

mortgage, trust deed or other similar security in-
strument, duly recorded, and the other accompanying
instruments specified in thlS section, shall be delivered
to the Treasurer, subject to the provisions of the fol-
lowing proviso. Such mortgage, trust deed or other

similar security instrument shall be valued from time -

to time pending the consummation of the loan at the
then amount of money disbursed on said loan, as
shown by statements to be filed with the Treasurer
from time to time by an executive officer of the Com-
pany or some employee or employees of the Company,
designated by the Company in writing filed w1th the
Treasurer; and
Provided, further,
other similar security instrument filed or to be filed
for record but not yet returned and/or in respect of
which it is proposed to procure a certificate or policy
issued by a title insurance company and/or insurance
pursuant to the Federal Housing Act, shall be deemed
deposited with the Treasurer for the purposes of sec-
tion 3 hereof upon deliverying to him an assignment
thereof, together with such of the accompanying pa-
pers specified in this section as are then available for
delivery, without the delivery of such mortgage, trust
deed or other similar security instrument.

“The within instrument is’

that any mortgage, trust deed or:

Upon the -
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completion of such recordation and return of the in-
strument and/or- the procurement of such certificate
or policy and/or the effecting of such insurance, such
mortgage, trust deed or other similar security in-
strument shall be forthwith delivered to the Treas-
urer, together with such other withheld instruments.
Upon the failure to make delivery of such mortgage,
trust deed or other similar security instrument and/or
title certificate or policy withheld within 120 days
after the assignment of said asset, or in respect of a
construction loan as specified in the first proviso,
after the consummation of such loan, the same shall
be withdrawn.

If any security 1nst1ument or accompanying in-
strument is withheld from delivery to the Treasurer
as provided in this 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 receipt of the recording officer or a
statement as to why such receipt cannot be so fur-
nighed.

Subdivision 2. For the purpose of paragraph (3)
of subdivision 1 of this section and of section 4 here-
of, 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
delinquent more than six months, instruments creat-
ing or reserving mineral, oil, or timber rights, rights
of way, joint highways, sewer rights, rights in walls,
customary easements for public utilities, nor by rea-
son of building or use restructions, nmor when such real
estate is subject to lease in whole or in part whereby
rents or profits are reserved to the owner, nor by any
slight encroachment, restrictive covenant, éasement
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 mortgage, trust
deed or other similar security instrument secured by
such real estate ineligible for deposit hereunder, if the
validity of such tax or the amount thereof is in liti-
gation, and a deposit for the payment thereof when
the validity or amount has been determined, has been
made by the person or corporation under duty of pay-
ing the same with the Company or with any other

person or corporation. (Act Apr. 23, 1943, c. 591,
§11.)
[67.11] -

7774-341. Assets to be deposited to be accompanied

by statement.—Subdivision 1. Any asset deposited
with the Treasurer shall be accompanied by a state-
ment that in the opinion of a person authorized by the
company to make such statement such asset, identify-
ing it, is of a kind-authorized to be deposited under
the provisions of this Act, and giving the value there-
of, 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 thereafter on or be-
fore the 30th days of January and July of each year,
file with the Commissioner and the Treasurer the fol-
lowing: .

(1) A statement showing the aggregate value of
the assets, calculated as of the last day of the pre-
ceding month, evaluated in accordance with the pro-
visions of this Act, maintained with the Treasurer
hereunder on the last day of said preceding month,
except that the statement accompanying the initial
deposit shall be in respect of the value of the assets
then being deposited, calculated as aforesaid.

(2) A statement showing the aggregate amount
of the Company’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, calculated as of the last day of the preced-
ing month, evaluated in accordance with the provi-
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sions hereof, maintained on deposit or deposits as re-
ferred 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 pre-
ceding month, conveyed under an agreement or agree-
ments as specified in subdivision 3 of section 3, if any,
evaluated as herein 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 thereafter on or be-
fore 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 pre-
ceding month, evaluated in accordance with the pro-
visions of this Act, maintained with the Treasurer
hereunder on the last day of said preceding month,
except that the statement accompanying the initial
deposit shall be in respect of the value of the assets
then being deposited, calculated as aforesaid.

(2) A statement showing the aggregate amount of
the Company’s liabilily, as of the last day of the pre-
ceding month, upon all outstanding certificates issued
to or held by residents of the State of Minnesota,

Subdivision 4. Said statements shall be made by
an executive officer or some employee or employees
of the Company, designated by the company in writ-
ing filed with said Commissioner, and shall be veri-
fied under oath by the person making the same.

Subdivision 5. The Company shall furnish a copy
of the statements specified in this section and of the
reports specified in section 14, to the supervisory or
regulatory authority or authorities having administra-
tive jurisdiction of the issuance of certificates of the
kind herein mentioned and of deposits in respect
thereof, of any state whose resident certificate hold-
ers are protected by the deposit maintained hereunder.

Subdivision 6. If the statements filed as provided
in this section shall at any time show the value of
the assets on deposit to be less than the minimum
amount required by seétion 3 hereof to be maintained,
the Company shall deposit additional assets sufficient
to comply with the requirements of said section with-
in 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 regu-
latory 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 certificate holders are pro-
tected in whole or in part by the deposit maintained
hereunder, shall mail to each certificate holder resid-
ing in such state, within thirty days after receipt of
such request, copies of the statements last filed as
provided in subdivisions 2 or 3 of this section, as the
case may be. (Act Apr. 23, 1943, ¢. 591, §12.)
[57.12]

7774-3%m. 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 invest-
ments 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 maintain-
ed with him is to be paid or discharged in full or in
part at some place other than the place where such
assets are maintained, the Treasurer shall forward
such asset to a bank or trust company, under state or
federal supervision and regulation, selected 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 instru-
ments and instructions for the consummation of such
sale, exchange or payment in accordance with the
directions of the company. The asset to be sold, ex-
changed or paid shall continue to be a part of the as-
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sets maintained with the Treasurer until such sale,

‘exchange or payment is consummated, and upon the

consummation thereof, the proceeds of such sale or
payment, or the property received in exchange, shall
become and constitute a part of the assets maintained
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, exchange or payment, the
amount being maintained with the Treasurer will be
reduced to an amount less than that required to be
maintained with him, the Company shall, before or
at the time such sale, payment or exchange is con-
summated, deposit with the Treasurer assets so that
upon the consummation of said sale, exchange or
payment the amount being maintained with him shall
meet the requirements of the deposit,

The Treasurer shall exercise reasonable care in the
selection of the bank or agency for the purposes speci-
fied 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. (Act.
Apr. 23, 1943, c. 591, §13.)

[567.13]

7774-3%n. Company to file reports showing de-
faults,—The Company shall file with the Commission-
er and the Treasurer on or before the 30th 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 principal or interest due
upon any bond, debenture, or other similar security,
and the defaults in the payment of principal or inter-
est, or other default, if any, under any mortgage,
trust deed or other similar security. instrument, then
being maintained with the Treasurer under Section 3
hereof, as of the last day of the preceding month, pro-
vided that no default need be reported which has not
continued for 120 days or more. Said report shall be
made by an executive officer or some employee or em-
ployees of the Company, designated by it in writing
filed with the Commissioner, and shall be verified
under oath by the person making the same.

In the event that any mortgage, trust deed or other
similar security instrument maintained with the
Treasurer shall be in default, the Company may, and
upon the written request of the Commissioner after
the same has been in continuous default for six
months shall, withdraw such asset in accordance with
the provisions 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 to
collect, adjust, compromise or foreclose any such as-
set and shall elect to withdraw the same for that pur-
pose otherwise than as provided in section 6 hereof,
the Company shall file with the Treasurer a bond,
duly executed by it as principal and a corporate
surety company, duly licensed under the laws of the
State of Minnesota to 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 security instrument,” conditioned that
the Company shall within thirty days after the col-
lection, adjustment, compromise or completion of fore-
closure, deposit with the Treasurer the proceeds of
the collection or compromise, the adjusted mortgage,
trust deed or other similar security instrument, or
the sheriff’s certificate or other instrument evidencing
the Company’s rights and interest in the real estate
pending the period for redemption, if there be a re-
demption period, together with sufficient additional
eligible assets, if any be required, to equal the value
of the withdrawn asset at the time of withdrawal.
Upon' the filing of such bhond, the mortgage, trust
deed, or other similar security instrument shall be de-
livered by the Treasurer to the Company and shall be
discharged from any and all liability and incum-
brance arising from the deposit thereof with the
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Treasurer hereunder. Provided, that if in lieu of a
separate bond for each mortgage, trust deed or other
similar security instrument so withdrawn, the Com-
pany shall file one or more general and continuing
bonds in such penal sum or sums as it may elect, it
shall be entitled to withdraw thereunder, at one time
or from time to time, for the purposes aforesaid,
mortgages, trust deeds or other similar security in-
struments having an aggregate value not in excess
of the penal sum or sums of such bond or bonds,
plus the value of any deposits theretofore made in
accordance with the conditions of such bond or bonds.
If more than one such general and continuing bond
be filed, the Company shall-file with the Treasurer at
the time of the withdrawal of any mortgage, trust
deed or other similar security instrument, otherwise
than as provided in section 6 hereof, a writing speci-
fying the particular bond under which such with-
drawal is made. Any bond filed as herein provided
shall be and constitute a part of the deposit; and shall
be valued from time to time at the value of any and
all mortgages, trust deeds and other similar security
instruments withdrawn thereunder, each such asset
to be valued as of the time of withdrawal, less the
value of any asset or assets deposited in accordance
with the conditions of such bond. Any bond may be
withdrawn at any time.when the conditions thereof
~have been 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 be deposited, it shall be valued at the
amount of the unpaid principal of the debt secured
by the foreclosed mortgage, trust deed or other se-
curity 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 other instrument in accordance with the provisions
of section 6 hereof.

A mortgage, trust deed or other similar security
instrument shall not be deemed to be in default, for

the purposes of this section, if the collection of the .

debt secured thereby or the foreclosure of such mort-
gage, trust deed or other similar security instrument
is prevented by the terms of any applicable law of any
state or of the United States, or of any rule, regula-
tion or order made pursuant to such law, or of any
executive decree, unless and until such law, rule, reg-
ulation, order or decree is declared invalid by final
decree of a court of competent jurisdiction, and if any
such asset has been withdrawn as provided in this
section for collection or foreclosure, and the collec-
tion or foreclosure thereof is stayed by order of any
court having jurisdiction in the premises, pursuant to
any such law, rule, regulation or order, such asset
may be redeposited pending the period of such stay.
(Act Apr. 23, 1943, ¢. 591, §14.)

[567.14] A

7774-3 0. Company to pay all taxes and assess-
ments.—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 other similar security
instrument maintained with the Treasurer under sec-
tion 3 hereof, if not paid by the person or corpora-
tion under the primary duty of paying the same,
within six months after the same become delinquent;
provided that if the Company or the owner of the real
estate involved desires to contest the validity of such
tax, assessment 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, as-
sessments 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 judg-
ment of a court of competent jurisdiction. (Act Apr.
23, 1943, ¢. 591, -§15.)

[567.15]
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7774-3p. Statements to be certified by public ac-

‘countant.—Subdivision 1. The statements of the value
.of deposited assets and the amount of liability on out-

standing certificates as required by section 12 hereof
and the reports of defaults on deposited assets re-
quired by section- 14, hereof, both as of the 31st day
of December of each year, shall be certified by the
public acdcountant "qualified to certify the company’s
financial statement under the Investment Company
Act of 1940, and the report by such accountant shall
be delivered to the - Commissioner on or before the
31st day of March following the filing of said respec-
tive statéments and reports. f

Subdivision 2. The Company shall deliver to the
Commissioner 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  Act and the amount of
liability of the Company to holders of its outstanding
certificates secured hereby, such value and amount
being, computed in accordance with the provisions
hereof. Such audit shall be made by a public account-
ant qualified as provided in subdivision 1 of this sec-
tion. (Act Apr. 23, 1943, c. 591, §16.)

[57.16] .

T774-31q. Company to maintain insurance on mort-
gaged properties.—The company shall at all times
maintain or cause to be maintained insurance upon

“all buildings and improvements upon real estate cov-

ered 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 balance of the principal,

with accrued interest, of the loan, with the loss made
payable to the Company and/or its assigns as their
interest may appear, subject to, but without obliga-
tion to so provide, the right of the insured, insurer,
or of the Company to restore or repair the loss or
damage 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 policy or policies with the
Treasurer or file with him a certificate of the insurer
showing the amount of such insurance, the hazards
insured against, and the expiration date or dates
of the policies. (Act Apr. 23, 1943, ¢c. 591, §17.)
[57.17]

7774-33r. Company may modify rate of interest.—
The Company and the owner of or other persons hav-
ing an interest in any real estate subject to any mort-
gage, trust deed or other similar security instrument
being maintained with the Treasurer may at any time
before sale at foreclosure of the real estate described
therein, whether such mortgage, trust deed or other
similar security instrument be in default or other-
wise, by agreement in writing change or modify the
terms thereof in respect to the rate of intérest, the
time or manner or amount of the payment of any
installment or instalilments of principal or interest,
or reserves and credits for taxes, assessments and
hazard insurance, whether in default or thereafter
becoming due, or to include as a part of the principal
debt any moneys advanced or to bé advanced by the
Company for the payment of taxes, assessments or in-
surance premiums. A copy of any such agreement
shall be filed forthwith with the Treasurer. (Act Apr.
23, 1943, c¢. 591, §18.)
[57.18]

7774-34s. Treasurer may sell assets—When.—Sub-
division 1. If the Company shall fail to make any
cash payment provided in any outstanding certificate
secured by the deposit, according to the terms of such

- certificate, as and when the same matures or other-

wise becomes due and payable, said Treasurer may,
and upon the written request of the holder thereof
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shall, first giving thirty days’ written notice to the
Company of its intention so to do, use so much of said
assets maintained with him as is necessary to pay

and discharge the liability in default, if said default is '

not cured within said thirty (30) day period, provided,
that if such default arises under a. certificate in re-
spect of which a separate deposit as described in sub-
division 2 of section 3 is being maintained, no action
shall be taken by the Treasurer as in this section
provided until such separate deposit has been ex-
hausted, and a certificate executed by an executive
officer of the Company or by an employee thereof,
designated for that purpose in writing filed with the
Treasurer, stating that a separate deposit is being
maintained as .specified in said subdivision 2 in re-
spect of such certificate, identifying such deposit, shall
be conclusive upon the Treasurer for the purposes of
this section until the right of the holder of such
certificate to resort to the deposit maintained here-
under has been acknowledged in writing by the Com-
pany or has been established by final judgment of a
court of competent jurisdiction. To 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 public auction, giving to the Company at least
ten (10) days’ notice in writing of the time, place
and manner of sale and to collect any asset then due
or which becomes due during the continuance of said
default, with or without suit, and to apply the pro-

ceeds so realized, or so much thereof as shall be '

necessary therefor, to the discharge of the liability in
default. In the event the company in good faith dis-
putes the right of any person demanding payment
under any such certificate to receive the same or the
amount claimed and so notifies the Treasurer in writ-
ing thereof, no default, for the purpose of this section,
shall be deemed to arise until such dispute is settled
between the parties thereto or is détermined by final
judgment of a court of competent jurisdiction.

Subdivision 2, If the Treasurer shall determine to
apply any asset maintained with him to the discharge
ofra default as hereinbefore provided, he shall forth-
with notify the Company in writing of his intention
so to do, identifying the asset or assets, and shall
thereafter be entitled to all then unpaid interest divi-
dends or other income dué or to become due thereon;
provided that if any of such assets be not sold or col-
lected, the Company, upon the discharge of the de-
fault. shall become entitled to any such interest, divi-
dends or other income not applied in the discharge of
such default, ‘ :

Subdivision 3. For the purpose of realizing the
amount necessary to discharge a default, the Com-
pany by making a deposit hereunder does thereby ir-
revocably make, constitute and appoint the Treasurer
its attorney-in-fact in respect to assets maintained
with him hereunder to complete and to make or
execute any assignments, transfers, endorsements,
cancellations, satisfactions, collections 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 section after a petition
has been filed in Federal Court to have the Company
adjudged a bankrupt under the Federal Bankruptcy
Act, after a proceeding has been commenced in any
court of competent jurisdiction to have the Company
adjudged insolvent and to liquidate its affairs, after
voluntary, judicial dissolution 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 liguidating the affairs of the Company, during the
pendency of such proceedings, and the Company shall
promptly notify the Treasurer in writing of the hap-
pening of any of such events. (Act Apr. 23, 1943, c.
591, §19.)

[67.19]

CH. 58—CORPORATIQNS

7774-34t. Treasurer to surrender assets to court
upon order.—Should the Company be adjudged. a
bankrupt under the Federal Bankruptcy Act or in-
solvent by final judgment or decree of any court of
competent jurisdiction, or should voluntary dissolu-
tion proceedings be instituted, and a trustee in bank-
ruptcy, a general receiver, or a trustee to liquidate
the affairs of the Company be appointed, or should
the Commissioner take possession of the properties
and assets of the Company under aunthority of law
for the purpose of liquidating the affairs of the Com-
pany, the Treasurer, if and when authorized by an
order of the court, shall surrender and deliver the
assets then on deposit with him to such trustee, re-
ceiver or Commissioner, as the case may be; provided,
however, 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
this act. (Act Apr. 23, 1943, ¢. 591, §20.)
[67.20]

T774-33u. Treasurer to send notices to company.—
The Treasurer shall promptly forward to the Com-
pany all notices, letters, circulars nad communica-
tions which he receives in respect of any asset main-
tained with him hereunder, or a copy thereof, unless
he shall deem the same to be of a confidential char-
acter. (Act Apr, 23, 1943, c. 591, §21.)

[57.21]

T774-34v. 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 respect thereof,
except that he shall be under the same, duty and lia-
bility for the safekeepnig of any such assets delivered
into his possession and for the surrender and delivery
thereof in accordance with the provisions hereot as
in the case of public funds.. The Treasurer is author-
ized to procure any insurance or bonds appropriate
to protect him against liability for the safekeeping
and delivery of said assets; provided, however, that
the aggregate penal sum of any fiduciary insurance or
bonds shall not exceed $500,000. (Act Apr. 23, 1943,
c. 591, §22.)

[57.22]

7774-3;w. Commissioner to make examination.—
The Commissioner at least annually, and as much.
oftener as he shall deem it advisable, shall make such
examination in respect of the deposit with the Treas-
urer as will enable him to determine, as of any date
selected 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
respect of such deposit, and may thereupon determine
what. if any, action will be taken in the premises in
case of failure to perform any such duty or obligation:
Nothing in this Act shall be construed to abridge any
power, authority, privilege or duty conferred or im-
posed upon the Comniissioner in respect to investment
companies under any other law, unless herein ex-
pressly provided. (Act Apr. 23, 1943, ¢c. 591, §23.)
[57.23] . -

7774-3 x. Company to pay cost of administration.
—The Company shall pay to the State of Minnesota
all costs and expenses reasonably and necessarily paid
or incurred by the Treasurer in the performance of
administrative duties or requirements in respect of
the deposit and in receiving and safekeeping the as-
sets 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 liability. At
or prior to the time of making the initial deposit
hereunder, the Treasurer shall make an estimate of
the amount reasonably necessary to meet the regular
reoccurring monthly expenses likely to be incurred

750



CH. 58—CORPORATIONS

’

within the next three months period, and a separate
estimate of any non-reoccurring monthly expense like-
ly to be incurred within said period, and the Com-
pany shall forthwith pay the amount of said estimates
to the Treastirer. Within ten days after the end of

each quarterly period thereafter, the Treasurer shall .

present to the Company a detailed account of all re-
occurring monthly costs and .expenses paid by him
during the last preceding quarterly period, and an
estimate of any non-reoccurring monthly cost or ex-
pense likely to be incurred in the next succeeding
quarterly period, and the Company shall pay to the
Treasurer, 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 Treas-
urer as aforesaid, the Company shall, on request of

the Treasurer, forthwith pay to him such additional:

sum as may be necessary to- meet such costs and ex-
penses. If at any time it appears to the Treasurer
that there is a surplus in said fund over the require-
ments thereof, he shall deduct all, or such portion of
such surplus as he deems advisable, from the account
of costs and expenses for next ensuing quarterly pe-
riod or periods. The sums go 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 incurred by him as
aforesaid, and shall constitute a revolving fund for
such purposes. Upon the .termination of the deposit
hereunder, the Treasurer shall return to the Com-
pany any money then remaining in sald fund. (Act
Apr. 23, 1943, c. 591, §24 )

[57.24] °

7774-34y. Commissioner may employ additional
help.—The Commissioner may employ such additional
help as may be necessary, if any, to supervise the de-
posit, and the Company shall pay to the State of Min-
- nesota the reasonable and necessary costs and ex-
penses of such additional help and any other expenses
that the Commissioner may be put to by reason of
such deposit, but the expense of general supervision
of the Company as now provided by statute shall be
paid as provided by such statute. At or prior to the
making of the initial deposit, the Commissioner shall
make an estimate of the amount of such costs and
expenses likely to he incurred within the next three

months period, and the Company shall forthwith pay.

such amount to the Treasurer. Within ten days after
the end of each quarterly period thereafter, the Com-
missioner shall present to the Company .a detailed
account of the costs and expenses incurred by him and
paid by the Staté for which the Company is liable
as herein provided, and the Company shall pay to
the Treasurer the amount of such account within ten
days thereafter. The sums so paid by the Company
to the Treasurer are hereby appropriated as and when
paid for the use of the Commissioner for the pur-
poses of paying the costs and expenses incurred by
him as aforesaid, and shall constitute a
fund for such purposes. Upon the termination of the
deposit hereunder, the Treasurer shall return to the
Company any money then remaining in said fund.
(Act Apr. 23, 1943, c. 591, §25.)

[57.25]

CREDIT UNIONS

7774-4. Powers enumerated.—A credit union shall
have the following powers:

(a) To receive the savings of its members either
as payment on shares or as deposits (including the
right to conduct Christmas Clubs, Vacation Clubs
and other such thrift organizZations within its mem-
bership).

(b). To make loans to members for provident or
productive purposes.

. (¢) To make loans to a cooperative society or
other organization having membershlp in the credit
union.

revolving
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(d) To deposit in state and national banks and
trust companies authorized to receive deposits.

(e) To invest in any investment legal for savings
banks or-for trust funds in the state.

(f) To borrow money as hereinafter indicated.

(g) To adopt and use a common seal and alter the
same at pleasure.

(h) To make pyaments on shares of and deposit
with any other credit union operating under the pro-
visions of this act, or operating in this state under the
provisions of the Federal Credit Union Act, in
amounts not exceeding in the aggregate 22 per cent
of its unimpaired assets. (As amended Apr. 24, 1943,
c. 647, §1.)

Local credit unions are without authority to hold shares
of, or deposit funds with a central league credit union.
Op. Atty. Gen., (53B), April 3, 1940.

Credit unions are confined in their operations to the
specific powers granted under this section, and may not
engage in any revenue producing activity whether in
rendering service to its members or not which is not
specifically provided for or necessarily .incident to carry-
ing out the powers enumerated, and treasurers of credit
union as individuals may act as agents for insurance or
a bondified check system, provided he act purely as an
individual and does not pledge any credit of the union
or use any of the funds of the union. Op. Atty. Gen.
(53b), July 12, 1943. . : ’

Credit unions do not have power to negotiate and re-
discount notes with or without recourse or to servicé
11%%28 for compensation. Op. Atty. Gen. (53b), Aug. 31,

The League Credit Union has right to purchase notes
secured by mortgage which meet requirements of the
law as to investment by savings banks or for trust
funds, but a local credit union has no right to sell a
note taken by it which is secured by a real estate mort-
gage. Op. Atty. Gen. 53(b), Dec. 9, 1943,

7774-5. Membership in.

A by-law permitting a member who leaves fleld ot
membership of credit union to retain his membership but
without rizht to borrow, is invalid. Op. Atty. Gen., (53B),
Oct. 25, 1939.

Familyv relationship is not sufficient to make a person
%i"ﬁ)ible to membership. Op. Atty. Gen., (63B), Oct. 26,
) 7774-7. Fiscal year—Mectings‘.—The fiscal year of
all credit unions shall end December 31. General and
special meetings may be held in the manner and for
the purposes indicated in the by-laws. At least ten
days before any regular meeting, and at least seven
days before any special meeting, written notice shall
be mailed or handed to each member, and in the case
of a special meeting, the notice shall clearly state the
purpose of the meeting and what matters will be con-
sidered thereat. No member shall be eligible to vote
at any meeting or to,hold any office unless he owns
at least one share of the credit union which is fully
paid. At all meetings a member shall have but a
single vote, whatever his share holdings. There shall
be no voting by proxy. Any firm, society or corpora-
tioq having a membership in the credit union and
entitled to vote may cast its vote by one person upon
pl*e§entation by him of written authority of the firm,
society or corporation. (As amended Act Feb. 10,
1943, c.. 20, §1.)

7774-9, Officers—Directors—Powers and duties.

ér)e'dlt unions do not have power to negotiate and
rediscount notes with or without recourse or to service
i%;}lgs for compensation. Op. Atty. Gen. (53b), Aug 31,

Union may not borrow money in a sum exceedmg 359%
of its unimpaired asset. Id.

7774-10. Credit committee,—The Credit Commit-
tee shall have the general supervision of all loans to
members, not including loans to a member who is a
director, or an officer, or a member of the Credit -
Committee,.or a member of the Supervisory Commit-
tee. Applications for such loans shall be on a form,
prepared by the Credit Committee, shall set forth the
purpose for  which the loan is desired, the security,
if any, offered, and such other data as may be re-
quired. Within the meaning of this section an as-
signment of shares or deposits or the endorsement of
a note may be deemed security. At least a majority .
of the members of the Credit Committee shall pass on
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.

all such loans and approval of such loans must be in
writing and by unanimous vote of such members
present. The Credit Committee shall meet as often as
may be necessary after due notice to each member
thereof. The Credit Committee, the Supervisory Com-
‘mittee, and the Board of Directors, meeting jointly
and acting collectively as a whole, shall have the gen-
eral supervision of all loans to a member who is a di-
rector, or an officer, or a member of the Credit or Su-
pervisory Committee, Application for such loans shall
be in similar form as may be required to be furnished
to the Credit Committee for a loan in the case of a
member who is not a director, or an officer, or a mem-
ber of the Credit or Supervisory Committee. At least
a majority of the members of each of said Committees
and of the Board of Directors, at a joint meeting and
acting collectively as a whole, shall pass on all such
loans in the absence of the applicant, and the ap-
proval of such loan at said meeting must be in writ-
ing and by unanimous vote of all such members pres-
ent. Said Committees and the Board of Directors
meeting jointly, and acting collectively as a whole, as

herein provided for, shall meet as often as may be.

necessary after due notice to each member thereof.
(As amended Apr. 24, 1943, c. 647, §2.)

7774-15. Borrowing money.—A credit union may
borrow from any source or sources sums which shall
not exceed in the aggregate 35 per cent of its unim-
paired assets. (As amended Apr. 24, 1943, c. 647,
§3.) :

Credit unions do not have power to negotiate and
rediscount notes with or without recourse or to service
5%2‘111315 for compensation. Op. Atty. Gen., (53b), Aug. 31,

7774-16. Loaning money.—A credit union may
loan to members. Loans must be for a provident or
productive purpose and are made subject to the con-
ditions contained in the by-laws. A borrower may re-
pay his loan, in whole or in part, any day the office
of the credit union is open for business. Execept for
loans secured by first real estate mortgages on homes
owned and occupied, of the character made to other
members, no director, officer, or member of the Credit
or Supervisory Committee may become liable, as a
borrower or endorser for other borrowers, or both,
to the credit union in which he holds office, beyond
the amount of his holdings in shares and deposits
therein, unless the loan shall have been approved in
the manner provided by Mason’s Minnesota Statutes
of 1927, Section 7774-10, as herein amended. (As
amended Apr. 24, 1943, ¢c. 647, §4.)

7774-19. Expulsion or withdrawal of members.

A by-law permitting a member who leaves fleld of
membership of credit union to retain his membership
but without right to borrow, is invalid. Op. Atty. Gen.,
(563B), Oct. 25, 1939.

7774-20. Voluntary dissolution.

Subdivision 1. A credit union may be voluntarily
liquidated after two-thirds of the members present
and entitled to vote shall have voted such liquidation
at a special meeting called by a majority of the board
of directors for that purpose, upon 14 days’ mailed
written notice to each member at his last known ad-
dress clearly stating the purpose of the special meet-
ing. or at any .regular meeting after like notice of the
purpose has been given. By a majority vote of the
members present and entitled to vote at the meeting,
a committee of three members shall be elected to
liquidate the credit union.

Vacancies in this committee shall be filled by the
remaining members of the committee, acting jointly
with the board of directors serving at the time of the
vote for liquidation, or by and with the approval
of any ten or more shareholders. In case the remain-
ing members of the committee or a majority of said
board of directors shall notify the Commissioner of
Banks that a vacancy can not be filled in the manner
therein provided, the Commissioner shall have author-
ity to fill the vacancy from the membership of the
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credit union as it existed at the time of the vote for
liquidation. .

Subdivision 2. Immediately after this meeting and
before the committee shall proceed with the liquida-
tion, the officers of the credit union shall file with

. the Comimissioner of Banks a certified copy of the

minutes of this meeting, a written statement outlining
the plan of liquidation, and a verified statement, in
writing, signed by a majority of the officers, consent-
ing to this liquidation containing the names and ad-
dresses of all officers and directors of the credit union.
After the Commissioner of Banks shall, by proper ex-
amination, determine that the credit union is solvent,
he shall issue a certificate of approval of the liquida-
tion, which certificate shall be filed with the Register
of Deeds in the county where the credit union is lo-
cated. From and after this special meeting the credit
union shall cease to do business except for purposes of
liquidation. Before commencing the liquidation the
committee shall execute and file with the Commaission-
er of Banks a bond running to the State of Minnesota
for the benefit of the members and creditors of the
credit union in such amount and with such sureties
and in such form as shall be approved by the Commis-
sioner of Banks, conditioned for the faithful perform-
ance of all duties of its trust. '

Subdivision 3. Upon filing this certificate with the
Register of Deeds, the credit union shall be deemed
dissolved apd its corporate existence terminated ex-
cept for the purpose of discharging its debts, col-
lecting and distributing its assets, and doing all other
acts required in order to liquidate. The credit union
shall have a corporate existence and may sue and be
sued. '

Subdivision 4. If the credit union shall not be com-
pletely liquidated and its assets discharged within
three years after the special meeting of the members,
the Commissioner of Banks may take possession of the
books, records and assets and proceed to complete
the liquidation.

Subdivision 5. Funds representing unclaimed divi-
dends in liquidation in the hands of the ligquidating
committee or the Commissioner -of Banks for six
months after date of final dividend, shall be deposited
with the State Treasurer, who shall, within one year
thereafter, pay over the money so held by him to the
persons respectively entitled thereto upon being fur-
nished satisfactory evidence of their right to the
same, and at the end of that year the State Treasurer
shall credit all residue of the deposit to the General
Revenue Fund.

Subdivision 6. Upon completion of the liquidation
by the liquidating committee, it shall file with the
Commissioner of Banks a verified statement in writ-
ing signed by the members of the committee stating
that all debts of the credit union, including deposits,
have been paid, except unclaimed dividends, and if
any such, the amount thereof, the names of the per-
sons entitled thereto, with their last known addresses,
and all books and papers of the credit union shall
thereupon be deposited with the Commissioner of
Banks. (°25 c. 206, §20; Apr. 20, 1933, c. 346, §4;
Apr. 14, 1937, ¢. 213, §7; Feb. 10, 1943, c. 20, §2.)

Edltorial note.—This section is republished to eradicate
errors in 1938 and 1940 Supplements.

7774-24a. Reorganization of federal credit union
under state law.—Whenever any federal credit union
authorized to dissolve has taken the necessary steps
for that purpose, a majority of its directors, upon au-
thority in writing.of two-thirds of the members of
the credit union and upon approval of the commission-
er of banks, may execute a certificate of incorpora-
tion under the provisions of the state credit union act,
which in addition to the other requirements of law,
shall state the authority derived from the sharehold-
ers of such federal credit union; and upon recording
such certificate as required by law, it shall become a
legal state credit union. Thereupon the assets, of
said dissolved credit union, subject to its liabilities
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not liquidated under the federal law before such in-
corporation, shall vest in and become the property of
such state credit union, (Act Apr, 28, 1941, c. 510,
§1.) - )
[62.201]

7774-24b. Reorganization of state credit union un-
.der federal laws.—Whenever any state credit union
authorized to dissolve has taken the necessary steps
for that purpose, a majority of its directors, upon au-
thority in writing of two-thirds of the members and
the approval of the commissioner of banks, may exe-
cute a certificate of incorporation under the provisions
of the federal credit union act, which federal union
shall be regarded as continuing.the existence of the
state credit union.
ion, or member of the supervisory and credit commit-
tees,, elected to a corresponding office in the federal
credit union, shall be regarded as holding over such
office from the state credit union to federal credit
union. (Act Apr. 28, 1941, ¢c. 510, §2.)
[52.202]

INDUSTRIAL LOAN AND THRIFT COMPANIES

7774-25. Organization.—It is lawful for three or
more persons, who. desire to form a corporation for
the purpose of .carrying on primarily the business of
loaning *money in small amounts to persons within
the conditions hereinafter set forth, to organize, un-
der this law, an industrial loan and thrift company,
by filing with the secretary of state and the register
of deeds in the county in which the place of business
of the corporation is located, a certificate of incorpo-
ration, and upon paying the fees and upon compliance
with the procedure provided for the organization and
government of ordinary corporations under the laws
of this.state, and complying with the additional re-
quirements prior to authorization to doing business,
as set forth in this act.
1943, c. .67, §1.)

7774-26. Capital
shall be organized under this law or qualified to do
business thereunder with a capital of less than
$25,000.00 in cities with less than 50,000 people;
$50,000.00 in cities with more than 50,000 people
and less than 100,000 people; and $75,000.00 in cities
with 100,000 people, or more, according to the last
official census; each share of stock shall have a par
value of not less than $25.00 per share. No corpora-
tion shall begin doing business under this act unless
the required capital is fully paid, and unless a surplus
of no less than ten per cent of said capital shall have
also been fully paid and set up. After the capital of a
corporation organized or doing business under this
act shall' have been fully paid and a surplus of not
less than 109 also-fully paid and set up, additional
capital ‘stock in any said corporation may be sold at
not less than par, provided, however, that there is al-
ways maintained.a surplus of at least 109 of said
capital of said corporation. (As amended Feb. 25,
1943, c. 67, §2.)

7774-27. Certificate.—Any such corporation here-
after organized as an industrial loan and thrift com-
pany, shall, after compliance with the requirements
set forth in Mason’s Supplement 1940, Section 7774~
25, as herein amended, and Sections 77.74-26, as here-
in amended, cause an application, in writing, to be
made to the department of commerce for a certificate
. of authorization. The application, in duplicate, shall
be in the form prescribed by the department of com-
merce and filed in its office.
be made in the name of the corporation. executed and
acknowledged by two of its officers designated by the
board of directors of the' corporation for that pur-
pose, requesting a certificate authorizing the corpora-
tion to transact business as an industrial loan and

thrift company, at the place and in the name stated -

in the application. At the time of filing the applica-

.corporation and all amendments thereto.

Any officer of the state credit un-’

(As amended Act Feb. 25,

and surplus. — No corporation

The application shall .

§7774-30

tion the applicant shall pay a filing fee of $25.00, to
be paid into the state treasury and credited to the
state security commission fund, and submit a copy
of the by-laws of the corporation, its articles of in-
Thereupon
the department of commerce shall fix a time, within

30 days after the filing of the application, for a hear-’

ing at its office, at which hearing it shall either grant
or refuse to grant such application. A notice of the
hearing §hall be published once in the form pre-
scribed by the department of commerce, at the ex-
pense of the applicant, not less than ten, nor more
than 20, days prior to the date of such hearing, in a
newspaper published in the municipality in which the
proposed industrial loan and thrift company is to be
located, or, if there be no such newspaper, in a news-
paper published at the county seat of the county in
which the company is proposed to be located.

The department of commerce shall thereupon
make, or cause to be made, an examination to ascer-
tain whether the assets of such corporation, over and
above all its liabilities, have an actual value of not
less than the par value of all of its capital stock,
which shall not be less than the amount prescribed by
Mason’s Supplement 1940, Section 7774-26, and if
such facts appear and the by-laws and articles of in-
corporation and amendments thereto are in accord-
ance with law, and if the members of the corpora-
tion are of good moral character and financial integ-
rity, and if there is a reasonable public demand for
such company in such location, and if the probable
volume of business in such location is sufficient to
insure and maintain the solvency of such company
and the solvency of the then existing company or
banks in such locality, without endangering the safe-
ty of any such company or bank in the locality as a
place for investing or depositing public and private
money, and if the department of commerce is satis-
fied that the proposed company will be properly-and
safely managed, then after the hearing provided for,
if the department of commerce is satisfied that the
proposed company will be properly and safely man-
aged, such application shall be granted, otherwise
it shall be denied.

If the application be granted the department of
commerce shall, not later than 30 days after such
hearing, issue a certificate authorizing the corpora-
tion to transact business as an industrial loan and
thrift company as provided in this act. If the applica-
tion be denied the department of commerce shall,
not later than 30 days after such hearing, notify
the corporation of the rejection of its application for

! authorization to transact business as an "industrial

loan ‘and- thrift company.

The certificate of authorization granted shall be
filed.in the places as specified for filing theé certificate
of incorporation in Mason’s Supplement 1940, Section
7774-25. Such corporation shall thereupon become an
industrial loan and thrift company.

Not more than one place of business shall be main-
tained under the same certificate of authority issued
hereafter pursuant to the provisions of this act,
but the department of commerce may issue more than
one certificate of authority to the same company upon
compliance with all the provisions of this act govern-
ing an original issuance of'a certificate of authority.

(As amended Féb. 25, 1943, ¢. 67, §3.)

A license under §7771, would confer no right to trans-
act business of an industrial loan and thrift company
;';iagribed in §7774-256. Op. Atty. Gen., (29a-8), April 19,

7774-30. Directors—residence.—At least three-
fourths of the directors of any industrial loan and
thrift company shall be residents of the county in
which the industrial loan and thrift company main-
taing its principal place of business, and each director
shall own and hold not less than 20 shares of capital
stock of the industrial loan and thrift company, un-
encumbered. (As amended Feb. 25, 1943, c. 67, §3.)
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7774-38. Examination.—The commissioner of banks
shall make examinations, at least once each year, of
each industrial loan and thrift company organized or
operating under this act, at which time he shall sat-
isfy himself that'the corporation is in a solvent condi-
tion and is complying with the requirements of this
-act and operating according to sound business princi-
ples. In order to enforce his actions in this connec-
tion, the commissioner of banks is hereby vested with
the same authority as in his examination and regula-
tion of state banks. The cost of such examinations
shall be borne by the corporation and the fees to be
paid by the corporation therefor shall be the same as
is provided in Mason’s Supplement 1940, Section 7772.

Each industrial loan and thrift company shall an-
nually on or before the first day of February file a re-
port with the commissioner of banks stating in detail,
under appropriate heads, its assets and liabilities at
the close of business on the last day of the preceding
calendar year. Such report shall be made under oath
in the form prescribed by the commissioner and pub-
lished once, at the expense of such igdustrial loan and
thrift company, in a newspaper of the county of its
location, and proof thereof filed immediately with the
commissioner of banks.

The penalties for violation of this act, or for any
wrongdoing in connection therewith, shall be the same
as those applied to state banks under the laws of this
state. (As amended Act Feb. 26, 1943, c. 67, §4.)

SMALL LOAN BUSINESS

7774-41. Small loan companies to be licensed.
In action by Personal Loan Company against Personal
Finance Company to protect a trade name, it was an
. abuse of discretion to deny plaintiff's motion for a tem-
porary injunction pending sult, where it was shown
clearly that because of defendant's name, window and
neon signs, and advertising of its business, mail and tel-
ephone messages intended for plaintiff went to defend-
ant and messages intended for defendant came to plain-
tiff. Personal Loan Co. v. Personal Finance Co. 212M
600, 5NW(2d)61. See Dun. Dig. 4490, 9670.

A parent foreign corporation having no license to con-
duct a small loan business, but owning all stock of a
- defendant subsxdla.ry corporation licensed under state
law, has no right to intervene in action by another loan
company to protect 1ts trade name and right to do busi-
ness in a certain city. Personal Loan Co. v. Personal
Finance Co., 212M600, 5SNW(2d)61. See Dun. Dig. 4899.

Not unconstitutional as working a diserimination based -

on amount of loan. Fuller, 102Pac(2d) (Cal)321.

Constitutionality of bill limiting application of small
loans act to cities of first class. Op. Atty. Gen. (53a-18),
March 18, 1943

7774-50. Commissioner may investigate loan com-
panies.

Commissioner of banks is empowered to investigate in-
terest rates of money lenders not licensed under act as
well as those who are licensed, except those specifically
eliminated, such as pawn brof(ers industrial loan’ and
thrift companies, credit unions, ba.nks savings banks and
trust companies. Op. Atty. Gen,, (29&-8), Nov. 16, 1939.

7774-51. Books of account—annual report.—The
licensee shall keep and use in his business such books,
accounts, and records as will enable the Commissioner
to determine whether such licensee is complying with
the provisions of this Act and with the rules and regu-
lations lawfully made by the Commissioner hereunder.
Every licensee shall preserve such books, accounts,
and records, including cards used in the card system,
if any, for at least two years after making the final
entry on any loan recorded therein.

Each licensee shall annually on or before the fif-
teenth day of March, except in odd numbered years
and then on or before the seventh day of February,
file a report with the Commissioner giving such rele-
vant information as the Commissioner reasonably may
require concerning the business and operations during
the preceding calendar year of each licensed place
of business, conducted by such licensee within the
State. Such report shall be made under oath and
shall -be in the form préscribed by the Commissioner,
who shall make and publish annually an analysis and
recapitulation of such reports. (As amended Act Mar.
6, 1943, c. 106, §1.) :
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7774-52. Not to advertise. -
Small loan companies conducting business in offices of
another business. Op. Atty. Gen. (92D), Mar. 12, 1942,

OTHER CORPORATIONS FOR PROFIT
FOR MINING AND OTHER PURPOSES

7777. Formation—Purpose. . [Repealed.]

As affecting necessity for renewal of corporate exist-
ence of corporate for mining and smelting ores and
manufacturing iron, copper and other metals, laws 1876,
chapter 28, was in full force and effect in 1903. Op. Atty.
Gen. (92a-9), Jan, 18, 1940.

- CO-OPERATIVE ASSOCIATIONS

7822. Formation—purposes.

Act Feb. 25, 1941, c. 20, authorizes renewal of corporate
existence.

The Anoka County Cooperative Light and Power As-
sociation may not purchase franchise of an electric
company granted by a village, since it may deal only
with its own members and village may not become a
member. Op. Atty. Gen. (624c-10), Nov. 18, 1942

7823. Formation—Rural telephone business—
Powers. [Repealed.]

Repealed. Laws 1943, c. 318, §1.

7824, May engage in any lawful enterprise.—A co-
operative association may be formed for the purpose
of engaging in any lawful mercantile, manufacturing,
agricultural or rural telephone business. Its certifi-
cate of incorporation shall be filed for record with the
register of deeds of the county of its principal place
of business, and thereupon it shall become a corpora-
tion and enjoy all the power and privileges, and can
buy and hold stock in other corporations organized
for the same general purpose, and be subject to all
duties, restrictions and liabilities set forth in all gen-
eral laws in relation to similar corporations, except
so far as the same may be limited or enlarged by this
section. A majority of the incorporators that reside
in this state shall be residents of the county of its
principal place of business, and its duration without
renewal shall not exceed 20 years. (As amended

“Apr. 6, 1943, c. 318, §2.)

7826. Capital—Limit of interest—Shares.

Shares mentioned include both common and preferred
stock. Op. Atty. Gen. (93a-37), March 12, 1943.

7827, Liability of officers—Dissolution. [Repealed.]

Repealed. ‘Laws 1943, c. 317.

7828, Distribution of profits.

Profits and earnings may be distributed to those en-
titled thereto by by-laws, and need not be members. Op.
Atty. Gen. (93A-11), Feb. 28, 1941,

A cooperative elevator recelving grain on which gov-
ernment loans are made, but which was not redeemed
by farmers taking loans, storage on grain netting ele-
vator considerable profit, grain becoming property of
government. which pays storage, elevator may pay
patronage dividends to farmers obtaining loans and
United States would not be entitled to patronage refund
under articles of incorporation. and by-laws. Op. Atty.
Gen., (93a-11), June 3, 1941. .

SUPPLEMENTARY LAWS

7834. Co-operative associations—\Who may organ-
ize—Purpose—Powers..—A  co-operative association
may be formed for the purpose of conducting any agri-
cultural, dairy, marketing, transportation, warehous-
ing, commission, contracting, building, mining, tele-
phone, manufacturing, or any mechanical, mercantile
or electrical heat, light or power business, or for all
such purposes or for any other lawful purpose, upon
the co-operative plan, and in addition to other powers
such co-operative association shall have the power
either as agent or otherwise to buy, sell or deal in its
own products, the products of its individual members
or patrons, the products of any other co-operative as-

.sociation or of its members or patrons, whether such

co-operative associations be organized under the pro-
visions of this act or otherwise. It shall be lawful
for such co-operative association to sell its own prod-
ucts as well as the products of its members or patrons
for them, or the products of any other co-operative as-
sociation or of its members or patrons for them, as
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the case may be, either individually or collectively,
and to negotiate the price at which such products may
be sold either for itself or for its members or patrons,
or such other co-operative association and its members
or patrons, individually or collectively, as the case may
be; also to enter into or become a party to any con-
tract or agreement either for itself or for its individ-
ual members or patrons, or between it and its membher.
For the purposes above stated such co-operative asso-
ciation shall have the power and authority as a cor-
poration, to purchase and hold, lease, mortgage, en-
cumber, sell, exchange and convey such real estate,
buildings and personal property as the business of the
association may require, also to erect buildings or
other structures or facilities upon its own lands or
leased grounds, or upon right of way legally acquired
by, such co-operative association. Such co-operative
association shall have the power and authority to is-
sue bonds or other evidence of indebtedness and to
borrow money to finance the business of the associa-
tion, or to make advances to its members or patrons
upon produce delivered by such members or patrons
to the association provided, however, that the indebt-
edness so incurred shall not exceed the limit of in-
debtedness fixed in the articles of incorporation of
such co-operative association, as hereinafter required.
For the purpose of empowering and authorizing co-
operative associations incorporated under the provi-
sions of this act to join with other co-operative asso-
ciations in this state or other states, whether incor-
porated under this act or under the laws of any other
state, to form district, state or national organizations
or market agencies, any co-operative association in-
corporated under this act, by vote of the governing
board thereof may purchase, acquire, hold or dispose
of the stock of any other co-operative association or
corporation, whether incorporated under this act or
under the laws of any other state, and assume all
rights, interests, privileges, responsibilities and obli-
gations arising out of the ownership of such stock. A
co-operative association 'incorporated under this act
shall also have the power and authority, either for
itself or for its individual members or patrons, to do
and perform every act and thing necessary or prop-
er to the conduct of its business or the accomplish-
ment of the purposes get forth in this act, and in ad-
dition any other rights, powers or privileges granted
by the laws of this state to ordinary corporations, ex-
cept such as are inconsistent with the expressed provi-
sions of this act.

A co-operative association incorporated under this
act, constituted wholly or partially of other co-opera-
tive associations organized under this act or under the
Jaws of this or any other state, shall have the power
to accept deposits of money or securitles from such co-
operative associations, to loan or borrow upon such se-
curity as it may consider syfficient in dealing with its
member co-operatives and to exercise any and all fidu-
ciary powers in its relations with such co-operatives
as constitute its membership.

For the purpose of thlS act a co-operative associa-
tion shall be defined as any corporation or associa-
tion of ultimate producers and consulmers organized
under this act or any other statute of the state of
Minnesota now existing providing for the incorpora-
tion of co- operatlve associations; also any central cor-
poratioir or association composed wholly or in part of
- such associations. No corporation or association here-
after organized in this state shall be entitled or per-
mitted to use the term “co-operative’” as part of its
corporate or business name or title, or to represent
itself as a co-operative association, unless it has com-
plied with the provisions of this act, or any other law
of this state now existing or hereafter enacted pro-
viding .for the incorporation of co-operative associa-
tions. Any corporation or association which violates
this provision shall be guilty of a misdemeanor. (As
amended Apr. 1, 1941, c. 114, §1.) '

Laws 1941, c, 20 provides for renewal of the corporate
existence of co- operatlve companies and associations and
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validates acts done and contracts entered into by them.

Laws 1943, cc. 50, 51, provide for renewal of corpo-
rate existence of co-operatives and legalizes certain cor-
porate acts and contracts.

Persons who are not served by an electrical cooperative
are not eligible for membership. Op. Atty. Gen., (93a-42),
Sept. 25, 1939.

Corporation for profit may not use word ‘cooperative”
in its name, but statute has no retroactive effect. Id.

Provision in articles for division or distribution of
profits on basis of patronage is essenti&l element of a
cooperative, Id.

An electric cooperative, having articles of incorpora-
tion authorizing it, may make loans to members for
purpose of ﬁnancmg wiring . of premises and acquisition
and installation of electrical and plumbing appliances
and equipment. Op. Atty. Gen., (93B-29), Oct. 25, 1939.

A cooperative may be formed’ for purpose of fur‘nishlng
light and power to its members. Op. Atty. Gen, (93B-
29), Nov, 8, 1939,

Shares of stock cannot be cdncelled for non -user or in
event holders cease to be ultimate consumers or ulti-
mate producers, without payment of value thereof. Op.
Atty. Gen., (93a-38), April 1, 1940.

A co- operatlve elevator company organized under Laws
' 1923, c. 326, may amend its articles of incorporation so
as to become bound by provisions of Laws 1923, c. 264.
Op. Atty. Gen., (93a-2), Apr. 21, 1941,

Cooperative creamery associations equipped to process
skim milk and other dairy products and required to su
ply such products under Lend Lease Act and deal direct y
with other cooperative creamery associations who are
members thereof and operating within the law can do
so without jeopardizing their-exemption under the Whole-
sale Produce Dealers Act, since when such processing co-
operative associations deal directly with creamery asso-
ciations which have corporation membership therein,
theyv are not dealing directly with members of latter who
should not be considered as nonmember patrons. Op.
Atty. Gen. (832d), June 22, 1942.

" Statutes contemplate that cooperative company shall

" have by-laws, and it be the duty of directors to prepare

proposed by- -laws to be submitted to the first meeting
of the stockholders for their approval and adoption.
Op. Atty. Gen. (93a-1), May 21, 1943.

7835. Incorporators—Number—Articles of incorpo-
ration—filing.—A co-operative association may be or-
ganized under the provisions of this act by five or
more incorporators, who may act for themselves as
individuals or as the agents of other co-operative
asso_ciations, whether organized under this act or oth-
erwise.

Persons forming a co-operative association under
this act shall sign and acknowledge written articles
of incorporation. The articles of incorporation of any
association organized under or subject to the provi-
sions hereof shall always contain provisions gpecifying
(1) the name of the association, its purpose, the gen-
eral nature of its business, and the principal place of
transacting the same. Such name shall distinguish
it from all other corporations, domestic or foreign,
doing business in the state and shall be preserved to
it during its corporate existence; (2) the highest
amount of indebtedness to which the association shall
at any time be subject; (3) the period of its duration,
~which shall not. exceed 50 years in the first instance,
but the articles of incorporation may from time to
time be amended so as to provide for an additional.
term or terms not exceeding 50 years each; (4)-if or-
ganized on a capital stock basis the total authorized
number of shares and the par value of each share;
a description of the classes of shares, if the shares are
to be classified; a statement of the number of shares
in each class and relative rights, preferences, and re-
strictions granted to or imposed upon the shares of
each class, and a provision that only common stock-
holders shall have voting power; (5) that individuals
owning common stock shall be restricted to one vote
in the affairs of the association; (6) that shares of
stock shall be transferable only with the approval
of the board of directors of the association; (7) -that
dividends upon capital stock of the association shall
not exceed six per cent annually; (8) in what govern-
ing board its management shall be vested, the time
of the annual meeting of the stockholders at which
such governing boards shall be elected, and the names
and 'places of residence of those who shall compose
such governing board until the first annual meeting
of the stockholders; -and (9) that net income in excess
of dividends and addxtlons to reserves and surplus
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shall be distributed on the basis of patronage, and
that the records of the association may show the in-
terest of patrons, stockholders and members in the
reserves and surplus. The articles of incorporation
may contain any other lawful provision. Co-operative
associations may be incorporated for any of the pur-
poses for which an association may also be formed
upon a membership basis and without capital stock.
Such associations organized on a capital stock basis
may be organized, and shall have the same powers
and authority as are conferred upon such-associations,
and the articles of incorporation, of any such non-
stock association shall contain the provisions required
in the articles of incorporation of an association or-
ganized upon a capital stock basis wherever the same
are applicable to an association organized upon a
membership basis. No member of an association or-
ganized upon a membership basis shall have more
than one vote. Common stockholders shall be deemed
to be members of associations organized on a capital
stock basis. : .

Co-operative associations organized under or sub-
ject to the provisions hereof shall be subject to the
provisions of Mason’s Minnesota Statutes of 1927,
Chapter 21b, as amended, except as specifically pro-
\('igd)ed in Mason’s Supplement 1940, Section 3996-2

The original articles of incorporation, or a certified
copy thereof, verified as such by the affidavits of two
of the incorporators, shall be filed with the secretary
of state and a copy thereof, certified as above required,
shall be recorded in the office of the register of deeds
of the county in which the prinecipal place of business
of the association is located. TFor filing the articles
of incorporation or amendments thereto with the sec-
retary of state there shall be paid to the state treas-
urer a fee of $5.00. (As amended Act Apr. 1, 1941,
c. 114, §2; Apr. 14, 1943, c. 438, §1.)

Attorney General is not authorized to approve resolu-
tions of extension of corporate existence of cooperatives.
his approval being limited to articles and by-laws and

g.;%gndments thereto. Op. Atty. Gen., (93a-8), Sept. 26.

All cooperatives are subject to securities act except
those dealing in agricultural, dairy, livestock and produce
businesses and the operation of rural telephone and rural
gletctiloc fg;;ribution systems. Op. Atty. Gen., (616B-5).

ct. 10, .

Amendments to charters made before effective date of
Laws 1941, c. 114, must be published. Op. Atty. Gen. (93A-
2). Aug. 9, 1941,

7836. Capital — Limits of interest — Vote.—The
amount of the authorized capital stock and the num-
ber of shares may be increased or diminished at any
regular meeting of the stockholders of the association
or at any special meeting of the stockholders called
for such purposes, in the manner hereinafter provided
for amending the articles of incorporation.

Within 30 days after the adoption of an amendment
increasing or diminishing the authorized capital stock,
‘articles of amendment shall be filed and recorded as
provided in Section 7844. The association may com-
mence business whenever 20 per cent of the author-
ized capital stock has been subscribed and paid in and
the amount of the capital stock outstanding shall at
no time be diminished below 20 per cent of the amount
of the authorized capital. No shares shall be issued
for less than its par value nor until the same has been
paid for in cash or its equivalent. '

Any co-operative association organized under this
act may acquire and hold stock in any other corpora-
tion organized under any law of this state or any other
state of the United States, the purpose of which may
be a federation of co-operative associations or for the
purpose of forming a district, state or national mar-
keting, sales or service agency or for the purpose of
acquiring marketing ' facilities at terminal ot other
markets in this state or other states. = A stockholder
in any co-operative association organized under this
act shall not be entitled to more than one vote which
shall be in person, or by mail as hereinafter provided,
and not by proxy, except that any such co-operative
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association that is a stockholder in any other corpora-
tion shall have the power and authority by its board
of directors or by its stockholders to elect or appoint
any person or persons to represent it at any meeting
of the stockholders of any corporation in which it
owns stock and the person or persons so elected or ap-
pointed shall have full power and authority to repre-
sent such co-operative associations and also to cast its
vote or votes at any such meeting.

Provided, however, that in cooperative associations
wholly or partially constituted of other co-operative
associations organized under this act or under the
laws of this or any other state, each affiliated member
co-operative shall have an additional vote for a certain
stipulated volume of business done by it with its cen-
tral organization or a certain stipulated number of
members- in such associations, to be determined in
either or both cases by the articles and by-laws of the
central association.

Provided further, that any such co-operative central
association organized under this act or under the laws
of this or any other state having at any time more
than 3,000 individual members or stockholders may
group such members or stockholders in local units or
territorial or other basis as may be determined by the
articles and by-laws of the central association.

.The grouping of such members or stockholders shall
bé determined by the directors of the central associa-
tion at their first meeting immediately following the
adoption of such provisison in the articles and by-laws
of the central association. .

Each of said units -shall be entitled to be represent-
ed at any and all stockholders’ meetings of the cen-
tral association by a delegate or delegates of their own
choosing and such. delegates shall exercise the same
powers at such stockholders’ meetings as any share-
holder of the central association may exercise on such
basis of voting rights as is provided for in the articles’
and by-laws of the central association pertaining to
such shareholders.

The directors of the central association shall have
the power to do all things necessary to give full force
and effect to this section including the power to fix
the time and place and rules of conduct for the hold-
ing of meetings by such units for the purpose of theic
electing a delegate or .delegates to all stockholders’
meetings of the central association.

Stock in any co-operative association organized un-
der this act shall be sold or transferred only with the
consent and approval of the board of directors and the
by-laws of such co-operative association shall provide
that it shall have the first privilege of purchasing
stock offered for sale by any stockholder. Any stock
80 acquired by the board of directors for such co-
operative association may be held as treasury stock
or may be retired and cancelled. -‘Any stockholder
who knowingly, intentionally or repeatedly. violates a
provision of the by-laws adopted by any co-operative
association organized under this act may be required
by the board of directors of the co-operative associa-
tion to forfeit his stock, in whjch case the association
shall refund to the stockholder the par value of his
stock or in case the book value of such stock shall
be greater or lesser than the par value, the stock-
holder shall be paid the amount of the book value of
the stock. Stock so forfeited shall be retired and can-
celled by the board of directors and such stockholders
shall thereafter have no rights, privileges or benefits
in such co-operative association.

Any stockholder who is absent from any meeting
of the stockholders of any association organized un-
der the provisions of this act, may, as herein provided
but not otherwise, vote by mail on the ballot herein
prescribed, upon any motion, resolution or amendment
to be acted upon at such meeting. Such ballot may
be in the form prescribed by the board of directors
of .such association and shall contain the exact text of
the proposed motion, resolution or amendment to be
acted upon at such meeting and the date of the meet-
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ing; and shall also contain.- spaces opposite the text
of such motion, resolution or amendment in which
such stockholder may indicate his affirmative or neg-
ative vote thereon, Such stockholder shall express his
choice by ‘marking an “X’” in the appropriate space
upon such ballot. Such ballot shall be certified to and
signed by the stockholder if an individual, or if a
corporation by the president or secretary thereof, and
when received by the secretary of the association hold-
ing the meeting, shall be accepted and counted as the
vote of such absent stockholder at such meeting. (As
amended Apr. 1, 1941, c, 114, §3.)

Board may refuse to approve sale and transfer of
stock, and if by-laws restrict membership to producers
of agrlcultural products, that controls. Op. Atty. Gen.
(93A-11), Feb. 28, 1941,

Not all co-operative associations are organized under
the same authority and certain co-operative associa-
tions have powers not possessed by other associations
by reason of fact that they were organized under different
laws and at different times. Op. Atty. Gen. (93a-37),
March 12, 1943.

7839. Directors—Election of, etc.
It is mandatory that articles' provide for a vice presi-
dent. Op. Atty. Gen. (93a-28), June 26, 1940.

Board of directors shall be composed of° individual
members of assoclation or duly elected or appointed
representatives of local constituent or affiliated cooper-
ative association members of the central association,
and a person not a ~producer or consumer could not
qualify as a bona filde member and could not be elected
t094g board of directors. Op. Atty. Gen. (93a-9), Oct. 5,
1 .

7840. Earnings—Reserve fund—Distribution.—An
asssociation organized under this act may set aside
such part of its net income during its first two fiscal
yvears as its board of directors deems advisable, for
the purpose of creating 'a reserve for permanent sur-
plus, and annually thereafter its board of directors
shall set aside for the purpose of such reserve at least

. ten per cent of the annual net income until the re-

serve for permanent surplus shall equal 50 per cent
of the paid-up capital, and thereafter the reserve for
permanent surplus may be increased from time to time
by the board of directors of the association to such an
amount as it deems advisable. In addition to such
reserve for permanent surplus the directors of any
such association may set aside a sum not to exceed
five per cent of the annual net income of the associa-
tion, which shall be used for the purposes of promot-
ing and encouraging co-operative organization, and
may establish and accumulate reserves for new build-

‘ings, machinery and equipment, depreciation, losses,

and other proper purposes. Net income in excess of
dividends on capital stock and additions to reserve
and surplus shall be distributed on the basis of pat-
ronage. The stockholders may provide in the by-laws
of the association that non-member patrons shall par-
ticipate in the distribution of net income upon equal
terms with member patrons. If the patron is qualified
and eligible for membership, the amount of patronage
refund due him shall be credited to his individual ac-
count, and when such credits shall equal the value of
a share of common stock or a membership a share of
common stock or a membership shall be issued to him.
If the patron is not qualified or eligible for member-
ship, the refund due him may be credited to hisg in-

dividual account, and when such credits shall equal,

the value of a share of preferred stock or a certificate
of interest a share of preferred stock or a certificate
of interest may be issued to him, and thereafter such
patron may participate in the distribution of income
upon the same basis as a common stockholder or
member.

Distribution of net income shall be made annually
or oftener, provided, however, that net income of a co-
operative association arising from trucking opera-
tions shall be distributed only annually. The directors
of such associations shall present to the stockholders
at their annual meeting a report covering the opera-
tions of the association durmg the preceding ﬁscal
year.

+
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Djvldends may be paid on capital stock only when
the net income of the association for the previous fis-
cal year is sufficient and shall not be cumulative. (As
amended Apr. 1, 1941, c. 114, §4.)

Minnesota non-profit wholesa.le cooPeratlve associa-
tion required by Minnesota law to distribute a patronage
dividend out of any profits on coal business held not
entitled to register as a  ‘“distributor” under the bitu-
minous coal act of 1927. Midland Coopera.tlve Whole-
sale v. Ickes, (CCAS), 125F("d)618 Cert. den. 316US673,

62SCR1045. Reh. den. 316US712, 62SCR1289. Second pe-
ilstggn for reh. den. 317US706, 63SCR67 See Dun. Dig.

In a proper case state may partlclé)ate ln cooperutlve
oil association. Op. Atty. Gen., (93a May 28,

Co-operative trucking association operating under per-
mit from railroad and warehouse commission may trans-
port goods for its members, and such assoclation may dis-
tribute net income arising ‘from such trucking operations -
to its members who are ultimate producers and con-
sumers, but may not distribute such income to members
who are engaged in exclusively mercnntlle pursuits,
Op. Atty. Gen., (93a-11), July 7, 1941

Section makes it mandatory that board of directors
set aside for purpose of creating a reserve the permanent
surplus after first two fiscal years of corporate existence

of annual net income until the reserve equals
50<f of paid-up capital, and paid-up capital means all
capltal stock including preferred stock. Op, Atty. Gen.
(93a-37), March 12, 1943.

7843. Associations heretofore organized.—Any co-
operative corporation or association heretofore or-
ganized and doing business under prior statutes of
this state, or under the laws of other states, or which
has conducted its ‘business upon the co-operative plan,
which retains the same corporate name or title, may
come under the provisions of this act and be bound
thereby upon amending its articles of incorporation
to conform to the requirements of this act in the
manner hereinafter provided for the adoption of
amendments., Co-operative associations organized un-
der the laws of other stateg shall be required to amend
their articles of incorporation, in the mauner re-
quired by the laws of the state in which such asso-
ciation was incorporated, so as to comply with the
provisions of this act, whereupon it shall be entitled
to file a certified copy of its articles of incorporation
and amendments thereto with the secretary of state,
subject to the fees and requirements prescribed by
this act, and such association shall henceforth be con-
sidered as a co-operative association in this state and
subject to the provisions of this act. Provided, that
any. co-operative association originally organized un-
der the laws of another state, which has heretofore
complied with the provisions of Section 11 of said
original act, and has received a certificate of incor-
poration from the secretary of state of Minnesota,
shall be, and it hereby is declared to be a de jure -
corporation under the provisions of this act without
any furthar act by it or any officer of this state, and

- all acts of any such corporation heretofore had or

taken as a Minnesota corporation are hereby in all
things validated and confirmed.

Voluntary proceedings for dissolution of any as-
gsociation organized under or subject to the provisions
of this act or any other law of Minnesota relating to
the organization of co-operative associations may be
instituted whenever a resolution therefor is adopted
by two-thirds of the voting power voting thereon at
a meeting duly called for that purpose. The resolu-
tion may provide that the affairs of the association
shall be wound up out of court, in which case the
resclution shall designate a trustee or trustees to
conduct the winding up, and may provide a method
for filling vacancies in the office of trustee; but such
appointment shall not be operative until a certificate
getting forth the resolution and the manner of adop-
tion thereof, signed and acknowledged by the pres-
ident or vice president and by the secretary or as-
sistant secretary shall be filed for record with the
secretary of state. If a vacancy occurs in the office
of trustee, it may be filled by resolution adopted by
a majority of the voting power represented at a meet-
ing of stockholders or members. The meeting may
be called by the remalning trustee or trustees,.if any,
and if none, then by any stockholder or member.
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Unless the resolution to dissolve otherwise provides,
the trustee or trustes may be removed with or with-
out cause by the vote of a majority of the voting
power at a meeting called for that purpose. The res-
olution to dissolve may provide that the affairs of
the corporation shall be wound up under the super-
vision of the court, in which case the resolution shall
authorize certain directors or stockholders to sign
and present a petition to the court praying that the
corporation be wound up and dissolved under the su-
pervision of the court. Where a corporation'is be-
ing wound up and dissolved out of court, the trustee,
or if there be more than one then a majority of the
trustees, may by petition apply to the court for a
receiver and to have the proceedings continued un-
der the supervision of the court, and thereafter the
proceedings shall continue as if originally instituted
subject to the supervision of the court.

Except as otherwise provided in the resolution for
dissolution, the trustee or trustees appointed by the
stockholders or members to conduct the winding up
out of court shall, as speedily as practicable after his
or their appointment has become operative as herein-
above provided, proceed to collect all sums due or
owing to the corporation; to sell and convert into
cash all corporate assets; to collect any amounts re-
maining unpaid on subscriptions to shares, and to
pay all debts and liabilities of the association accord-
ing to their respective priorities. Any property re-
maining after discharging the debts and liabilities
of the corporation shall be distributed by the trus-
tee or trustees to the stockholders, members, or pa-
trons of the association. Stockholders shall first be

paid the par value of their shares, and the remainder .

of such property shall be distributed among patrons,
members and common stockholders
with their interest in the reserves and surplus as
shown by the records of the association. (As amended
Apr. 1, 1941, c. 114, §5.)

In view of laws 1939 c. 14, a rural telephone company
organized 'in 1911, for a penod of 20 years may extend
its period of corporate existence if it acts prior to
February 14, 1940, but it must comply with sections 7843
and 7844, Op. Atty. Gen., (93a-8), Dec. 19, 1939.

7844. Amending articles of incorporation.—The
articles of incorporation of any association organized
under thig act or which may elect to come under the
provisions of this act may be amended in the follow-
ing manner: The board of directors, by majority
vote of its members may pass a resolution setting
forth the full text of the proposed amendment. Up-
on such action by the board of directors, notice shall
be mailed to each and every stockholder containing
the full text of the proposed amendment. Such notice
shall also designate the time and place of the meet-
ing at which such proposed amendment shall he con-
sidered and voted upon, in the same manner as else-
where provided in this act. An association having in
excess of 200 stockholders or members may publish
such notice in two successive issues of a legal news-
paper of general circulation in the area served by such
association in lieu of notice by mail. If a quorum
of the stockholders is registered as being present or
represented by mail vote at such meeting a major-
ity of the members so present or represented by mail
vote, may adopt or reject such proposed amendment.
After an amendment has been adopted by the stock-
holders, articles of amendment setting forth the
amendment and the manner of adoption thereof shall
be signed and acknowledged by the president or vice
president and by the secretary or assistant secretary,
and filed in the office’ of the secretary of state and
recorded in the office of the register of deeds of the
county of its principal place of business.

(1) Articles of incorporation and of amendment
ghall be approved by the attorney general before the
same are filed in the office of the secretary of state.
(As amended Apr. 1, 1941, c, 114, §6.)

Where special meeting was called to amend articles of
incorporation by proper mailing and advertising, but a

quorum- was not present, changes may not be taken up
at following annual meeting without going through

in accordance .
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Brct)cezsos of advertising again. Op. Atty. Gen, (93a-2),
ct. 20, .

A co-operative elevator company organized under Laws
1923, c. 326, may amend its articles of incorporation so as
to become bound by provisions of Laws 1923, ¢, 264, Op.
Atty. Gen., (93a-2), Apr. 21, 1941,

7846. Laws repealed.

A cooperative organized under G. S. 1913, §6479 et seq,
which has been repealed, may not renew its corporate
}Zig.'e unger the repealed act. Op, Atty. Gen., (93a-8), Sept.

7847, Application.

Editorial note.—The word “not” appears to have been
omitted from the session laws of 1923 through clerical
or typographical error.

7847-1 and 7847-2. [Repealed.]
Repealed. Laws 1941, c. 114, §7.

. 7848 to 7859. [Repealed.)
.Repealed. Laws 1943, c. 304.

7859-11. Renewal of corporate existence, etc.

Laws 1943, c¢. 60, authorizes renewal of corporate ex-
istence of certain cooperative corporations and corpora-
tions doing business on cooperative plan, whose period
of duration expired less than 20 years prior to the pas-
sage of this act, on February 18, 1943, but such renewal
mliSt be obtained within one year after passage of this
act. .

. Laws 1943, c¢. 51, authorizes renewal of corporate ex-
istence of any cooperative company or cooperative asso-
ciation organized under the laws of this state whose
period expired less than twenty years prior to the
passage of this act (Feb. 18, 1943) and which has con-
tinued to carry on business without renewal, provided
proceedings for such renewal shall be taken within one
vear after passage of this act.

A rural telephone company organized in 1911 for a
period of 20 years may extend its period of corporate
existence if it acts prior to February 14, 1940. Op. Atty.
Gen., (93a-8), Dec. 19, 1939.

A rural telephone corporation organized as a coopera-
tive under a law which has not been repealed may extend
period of corporate existence under Laws 1939, chapter
14, Op. Atty. Gen. (93a-8), Jan, 17, 1940.

. AGRICULTURAL SOCIETIES

STATE AGRICULTURAL SOCIETY

7860. Confirmation—Purposes.

State Agricultural Society is a department of the state
and thereby entitled to all privileges, immunities and
obligﬁtions of a state agency. Op. Atty. Gen. (4), Jan.

7861. Membership in state agricultural society.

A county agricultural society in order to be eligible
to be a member in state agricultural society must main-
tain an active existence and hold annual fairs and com-
ply with all instructions and orders of public examiner
regarding methods of keeping accounts and be eligible
for state aid. Op. Atty. Gen., (41), May 20, 1940.

7878. May contract in its own name,

This section authorizes temporary borrowing of money
in connection with functions of society in its operation
of affairs, in order to meet current obligations, but so-
ciety does not have authority to pledge credit of state
nor pledge nor encumber any of its property, or to be
sued. Op. Atty. Gen. (4), Aug. 31, 1940.

COUNTY AGRICULTURAL SOCIETIES

7885, County agriéultural societies—Formation—
General powers.

Renewal of period of corporate existerce of certain
county agricultural societies whose period of duration
haiﬁxpired, and validation of acts thereof. IL.aws 1941,

Laws 1943, c. 48, authorizes the renewal of corporate
existence of any county agricultural society which is a
member of the State Agriculture Society., of which the
period of duration has expired less than seven years
before the passage of this act (February 18, 1943) and
which has continued to carry on business without re-
newal of its period for thirty years, and all acts per-
formed by such society since the expiration of such
period of duration is validated, but renewal must be
within eight vears from the e‘(plra.tlon

Renewal of corporate existence. Laws 1943, c. 364.

Laws 1937, c. 352, amending this section, did not repeal
Laws 1923, c¢. 146, amending this section, and a new
corporation should contain in its articles provisions set
forth in Laws 1923, c. 146. Op, Atty. Gen., (772a-5), Dec.
19, 1939,

A county agrlcultural gociety may have membership
only without issuance of capital stock. Id.

A county agricultural society organized under this sec-
tion may take advantage of Laws 1939, c. 294, if it can
satisfy the I‘equlSlteS of that act., Id.
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A county agricultural society may beé dissolved only
upon afiirmative vote of majority of voting stock o
members., Id. . -

Section 7455 is the only statute under which a county
agricultural society may renew its corporate life. Id.

Laws 1923, chapter 146, is a complete incorporation act
in itself, and county agricultural societies should be or-
ganized under that act. Op. Atty. Gen., (772a-5), Jan. 16,

40,

Site of fair of County Agricultural Assoclation may
not be changed without amendment of articles. Op. Atty.
Gen, (772a-5), March 8, 1940.

Articles of incorporation of a county agricultural as-
sociation should contain provisions set out by Laws 1923,
chapter 146, which was not repealed by Laws 1923, chap-
ter 232. Id. .

County Agricultural Associations may be formed under
~ this section and_its articles of incorporation may be
amended under §7472. Id.

Jurisdiction of society over fair grounds is not exclu-
sive, and sheriff, or any other duly authorized peace offi-
cer, has same rights and duties to see that law is obeyed
on fair grounds as in any other instance, and it is ad-
visable that fair board work in conjunction with sheriff
ai\gl‘;io county attorney. Op, Atty, Gen. (772c-4), July 15,

7886. Aid to county agricultural societies.

Act Apr. 28, 1941, ¢, 521, §6, provides that any associa-
tion or society enumerated in section 7886, may suspend
the holding of its annual fair for one year, and upon
resumption of the holding of such annual fair shall be
entitled to its pro rata distributive share as provided
in said section.

An. Act authorizing the county board of commissioners
in any county having not less than 18 nor more than
20 townships, full or fractional, and an area of not
less than 425,000 or more than 427,000 acres to levy
an annual tax for the aid of county agricultural so-
cieties or other organizations. Laws 1943, ¢. 510, §1.
County board may not make an appropriation to a vil-

lage fair which is not a member of state agricultural so-

ciety. Op. Atty. Gen., (125B-10), May 14, 1940. .

The Wabasha County Agricultural Fair Association is
entitled to the aid provided for in this section upon fur-
nishing proof of the intention of the Wabasha County
Industrial Fair Association to discontinue holding annual
fairs; that there has been an annual fair in the county
for more than ten years preceding April 17, 1939; and
that a second agricultural society was incorporated prior
-to_the dissolution of the existing society. Op. Atty. Gen.,
(772-¢9), July 1, 1941,

A horse pulling contest at a county fair would not be
considered an amusement feature, and payment of a
premium to the winner of said contest would be pay-
inent to an exhibitor. Op. Atty. Gen., (772¢-7), July 9,

If county fair association holds no county fair in 1942,
nothing can be done for its 4-H members