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48 01 DEFINITIONS

Subdivision 1 Words, terms, and phrases Unless the language or context clearly
indicates that a different meaning 1s intended, the term defined 1n subdivision 2, for the
purposes of sections 48 56 to 48 59, 48A 07, and 48A 08, has that meaning, and the
term defined in subdwision 3, for the purposes of this chapter, has that meaning

Subd 2 Banking mstitution The term “banking institution” means any bank, trust
company, bank and trust company, or savings bank which 1s now or may hereafter be
organized under the laws of this state For purposes of sections 48A 07, 48A 08, and
501B 151, subdivision 11, and to the extent permutted by federal law, “banking
mstitution ’ mcludes any national banking association or affiliate exercising trust powers
1n this state

Subd 3 Commuissioner “Commissioner” means the commissioner of commerce of
the state of Mmnesota

History (7658 6) 1935 ¢ 319 s 1, 1982 ¢ 473 5 9, 1983 ¢ 289 s 114 subd 1, 1984 ¢
655 art 15 92, 1992 ¢ 473 s 1,2, 1995 ¢ 171 s 29, 1997 ¢ 157 s 20, 1998 ¢ 331 s 2,3
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48 02 CAPITAL AND SURPLUS, PREPAYMENT OF CAPITAL

The capital and surplus of every state bank hereafter organized shall be at least
$250,000 In addition thereto undivided profits shall be provided for m such an amount
as the commissioner shall determme to be adequate under the circumstances to avoid
any possible mmpairment of capital and surplus The total of these outlays shall be
known as capital funds, and payment thereof shall be made m full, m cash or
authonzed securities, deposited 1n an approved custodial bank, and certified to the
commissioner, under oath of the president, and cashier or other chief fmancial officer,
as well as the custodial bank, before the proposed state bank shall be authorized to
commence business The capital funds of a proposed bank shall not be less than a total
amount which the commuissioner considers necessary, having in mmd the deposit
potential for such a proposed bank and current banking industry standards of capital
adequacy

History (7659) RL s 2983, 1965 ¢ 171 s 5, 1977 ¢ 2725 7, 1992 ¢ 587 art 1 s 14

48 03 STOCK LIST, STOCKHOLDERS’ LIABILITY

Subdivision 1 The president and cashier of any bank of discount and deposit shall
at all times keep an accurate verified list of all its stockholders, with the amount of
stock held by each, the dates of all transfers and names of transferees, and shall
annually file a copy of such list as 1t appears on the date of the annual stockholders
meeting with the commussioner

Subd 2 Except as provided m section 30027, no stockholder m any bank of
discount and deposit or in any banking or trust corporation or association shall be
personally liable for debts of such bank, corporation or assoctation Except that the
president and cashier of any bank of discount and deposit not insured by the Federal
Deposit Insurance Corporation shall keep at all times an accurate list of all its
stockholders, with the amount of stock held by each, the dates of all transfers and
names of transferees, and on May first, annually, file a copy theieof with the county
recorder 1n the county where said bank 1s located

Subd 3 The stockholders 1n each bank of discount and deposit whose deposits are
not insured by the federal deposit insurance corporation shall be individually liable 1n
an amount equal to the amount of stock owned by them for all the debts of the bank
and for all transactions prior to any transfer thereof

Subd 4 [Repealed, 1992 ¢ 587 art 1 s 31]

Subd 5 [Repealed, 1992 ¢ 587 art 1 s 31]

History (7669) RL s 2985, 1907 ¢ 137 s 1, 1955 ¢ 14 s 1,2, 1957 ¢ 601 s 5, 1965 ¢
17156, 1967 ¢ 1025 4, 1976 ¢ 181 5 2, 1984 ¢ 576 5 8

48 033 STATE BANKS, LIABILITY OF STOCKHOLDERS

Notwithstanding sections 48 03, 49 24, and 300 27, any stockholder of a state bank
whose deposits are not insured by the Federal Deposit Insurance Corporation, shall be
personally liable for the debts of said bank to the extent of the par value of the stock
held by such stockholder

History 1955¢ 33551

48 04 INCREASE AND REDUCTION OF CAPITAL

No 1ncrease or reduction of the capital of any banking nstitution shall be vald
until the entire new capital has been paid in cash, and certrfied to the commissioner
under oath of the president, vice president, or cashier The commissioner shall there-
upon 1ssue a certificate of that fact and of approval thereof No reduction of the
surplus of any banking mstitution shall be valid until such reduction has been approved
by the commuissioner of commerce No reduction shall affect the liability of any
stockholder for any indebtedness incurred prior thereto

History (7691) RL s 3003, 1957 ¢ 601 s 6, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 1
s 92, 1986 ¢ 444, 1993 ¢ 257 s 14
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48 05 CAPITAL NOT TO BE WITHDRAWN, DIVIDENDS

No portion of the capital or surplus of any banking mstitution shall ever be
withdrawn by any person or in any way, either in dividends or otherwise, except upon
reduction as provided by law No dividend on common stock shall be made except as
provided 1n section 48 09

History (7681) RL s 2997, 1957 ¢ 601 s 7, 1993 ¢ 257 s 15

48 055 ISSUANCE OF PREFERRED STOCK, CONDITIONS

Subdivision 1 Any state bank may 1ssue preferred stock of one or more classes,
with or without voting rights, with the approval of the commissioner of commerce and
without change of 1its certificate of incorporation, when 1its board of directors 1s so
authorized by a majority vote of its stockholders, at a general or special meeting
thereof called for such purpose Provided, however, that in no event shall the amount
of preferred stock exceed 50 percent of the total common stock and surplus of such
1ssuing bank

Subd 2 Such preferred stock may be 1ssued to any person, firm, or corporation,
and the holders thereof shall have such rights as are set forth under the terms of 1ssue
of such preferred stock No ssue of preferred stock shall be valid until the capital stock
shall have been fully paid in, and no dividend shall be paid on the common stock of a
bank until all terms of the issue of such preferred stock shall have been satisfied

Subd 3 The terms of 1ssue of such preferred stock shall set 1ts rank or priority as
between other stock 1ssue, provided that such prefeired stock shall be subordinated to
all claims of depositors or other creditors 1n case of the insolvency of the 1ssuing bank
Such preferred stock shall in no case be subject to any assessment, nor shall otherwise
be liable for the obligations of the issuing bank Before any such preferred stock 1s
retired or paid by the 1ssuing bank, it must first obtain the approval of the commission-
er of commerce

Subd 4 At the end of each dividend period, after deducting all necessary
expenses, losses, amounts receivable more than one year overdue and not well secured,
mterest, and taxes due or levied, all of the remaining net profits for the period shall be
set aside as a surplus fund, if the surplus fund of such bank 1s not then equal to one-
fifth of the capital stock If the surplus fund 1s more than one-fifth of the capital stock,
ten percent of the remaiming net profits for the period shall be set aside as a surplus
fund untd 1t equals 50 percent of the total capital stock After these provisions are
complied with, the bank may, without prior approval of the commussioner, pay
dividends as provided under the terms of 1ssue of such preferred stock Dividends on
preferred stock may be paid out of the undivided profit account without regard to
earnings m the last concluded year, if the surplus equals 50 percent of the total capital
stock and the undivided profit account would not be thereby reduced to less than 25
percent of the total capital stock

Subd 5 Any preferred stock 1ssued by a state bank shall be part of 1ts capital stock
structure, and the terms “capital stock” or “capital” 1n any laws of thus state pertaining
to state banks shall be deemed to also include and apply to preferred stock

Subd 6 The commuissioner 1s authorized to 1ssue such rules and ordeis as may be
necessary to adminmster and carry out the provisions and purposes of this section

History 1957 ¢ 634 s 1, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 1 5 92, 1985 ¢ 248 s
70, 1987 ¢ 349 art 1 5 12

48 056 REVERSE STOCK SPLIT

Subdivision 1 Power to effect (a) A banking institution may effect a reverse stock
split by reducing 1its outstanding shares of stock if the commissioner finds that the
transaction

(1) has a legitimate busmess purpose including, but not limuted to, reducing
corporate expenses, sumplifying corporate procedures, or becoming a qualified S
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corporation under the Internal Revenue Code of 1986, as amended through December
31, 1998, and

(2) complies with safe and sound banking practices

(b) The stock reduction 1s effective upon approval by the shareholders and the
commussioner and filing with the commussioner and with the secretary of state, of the
articles of amendment to the certificate of incorporation of the banking institution

Subd 2 Fractional shares A banking institution may issue fractions of a share as
a result of a reverse stock split by reducing its outstanding shares of stock accordmg to
this subdivision If a banking mstitution mserts mto 1ts certificate of incorporation a
provision prohibiting the 1ssue of fractions of a share, 1t shall pay in cash the value of
fractions of a share as of the time when persons entitled to recewe the fractions are
determined

Subd 3 Par value Notwithstanding section 300 30, a banking mstitution proceed-
ing under this subdivision may divide 1its capital into shares greater than $100 each

Subd 4 Rights of dissenting stockholders A stockholder of the banking nstitu-
tion not voting 1n favor of the amendment of the certificate of mcorporation of the
banking mstitution to effect a reverse stock split that will impact upon the stockholder’s
voting rights in the banking mstitution may, at the meeting of the stockholders held on
the amendment, or within 20 days after the meeting, object to the stock reduction and
demand payment for that person’s stock If the stock reduction takes effect at any time
after this demand, the stockholder may, at any tume within 60 days after the demand,
apply to the district court n the county of the banking mstitution’s principal place of
busmess for the appointment of three persons to appraise the value of that person’s
stock The court shall appoint the appraisers and designate the time and place of their
first meeting, give directions with regard to their proceedings the court considers
proper, and direct the time and manner in which payment must be made of the value
of that person’s stock to the stockholder The appraisers shall meet at the time and
place designated, after being duly sworn to discharge their duties honestly and
faithfully, make and certify a written estimate of the value of the stock at the time of
the appraisal, and deliver one copy to the banking institution and another to the
stockholder The stockholder and the banking mstitution shall each pay one-half of the
charges and expenses of the appraisers

History 1999 ¢ 151518

48 06 DIRECTORS, QUALIFICATIONS

If the number of directors exceeds nine, they may designate, semiannually, by
resolution, nine of therr number a majority of whom constitutes a quorum for the
transaction of business Every director of a bank shall take and subscribe an oath to
farthfully perform the official duties of a director, and not knowingly violate, or permit
to be violated, any provision of law The taking of this oath must be duly certified 1n
the minutes of the records of the bank

History (7670) RL s 2986, 1927 ¢ 260 s 1, 1965 ¢ 171 s 7, 1981 ¢ 220 5 9, 1982 ¢
473 5 10, 1983 ¢ 250 s 5, 1986 c 444

48 07 OFFICERS, APPOINTMENT, REMOVAL

The board of directors of a bank or trust company orgamized under the laws of this
state shall have full power and authority at any time to appoint and remove any officer
or employee

History (7699 4) 1927 ¢ 2595 1

48 08 DIRECTORS AND OFFICERS, RESTRICTED USE OF BANK FUNDS, DEAL-
INGS WITH BANK

No director, officer or employee shall, directly or indirectly, in any manner, use the
funds of the bank, or any part thereof, except 1n 1ts regular business transactions, and
every loan made to any of 1ts directors, officers, employees, or agents shall be upon the
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same security required of others and 1n strict conformity to 1ts rules and regulations
Every such loan, or line of credit for a stated amount and not to run for more than one
year, shall be authorized 1n advance by the board and acted upon 1n the absence of the
applicant, except that a loan to a director, officer, or employee for an amount which
will not increase such a hability to exceed the greater of (a) $25,000 or (b) five percent
of the bank’s capital and unimpaired surplus or $500,000, whichever 1s less, may be
made without previous approval but shall be acted upon by the board at the next
succeeding regular meeting No cashier or other officer or employee of a bank shall sell
to the bank, directly or indirectly, any mortgage, bond, note, stock, or other security
without the written approval of the board of directors, filed in the office of the bank or
embodied 1n a resolution adopted by the board A copy of this written approval or
resolution shall immediately be sent to the commissioner of commerce

History (7673) RL s 2989, 1925 ¢ 305 s 1, 1957 ¢ 601 s 8, 1965 ¢ 171 5 8, 1980 ¢
39951, 1984¢ 57659

48 09 DIVIDENDS, SURPLUS

Subdiwvision 1 Creation of surplus fund At the end of each dividend period, after
deducting all necessary expenses, losses, amounts recervable more than one year
overdue and not well secured, interest, and taxes due or levied, all of the remaining net
profits for the period shall be set aside as a surplus fund, if the surplus fund of the
banking imstitution 1s not then equal to one-fifth of the capital stock If the surplus fund
1s more than one-fifth of the caprtal stock, ten percent of the remaining net profits for
the period shall be set aside as a surplus fund until 1t equals 50 percent of the capital
stock The directors may then declare a dividend of so much of the remainder as they
may think expedient, subject to the commuissioner’s approval When m any way
mmparred the surplus fund shall be raised to this percentage n like manner

Subd 2 Undeclared net profits, prior dividend periods Any amount of remaining
net profits qualifying for dividend declaration 1n subdivision 1 and not declared at the
end of each annual dividend period may be subject to dividend declaration under the
requirements of subdivision 1 during any of the three subsequent annual dividend
periods

Subd 3 Qualified subchapter S subsidiary A bank that has met the eligibility
requirements under title I, subtitle C of the Small Busimess Job Protection Act of 1996
or related state of Mmnesota tax law may apply to the commussioner for approval of a
plan and agreement for a distribution of earnings to the shareholder(s) of the bank on
a basis other than a dividend under subdivisions 1 and 2 Approval of a plan of
distribution under this subdivision may be rescinded by the commussioner upon 90-day
prior notice to the bank Failure to comply with this notice or qualification of a
distribution under subdivisions 1 and 2 1s considered a violation subject to the
commussioner’s action under section 45 027 or 46 24

History (7671) RL s 2987, 1939 ¢ 38 s 1, 1957 ¢ 601 5 9, 1993 ¢ 257 s 16, 1996 c
414 art 1512, 1997 ¢ 157 s 21

48 10 ANNUAL AUDIT, REPORT

The board of directors of a bank, bank and trust, or trust company shall annually
examine 1ts books, either in person, or by appointing an examining committee, or an
auditor, who may be an independent auditor or accountant The examming committee
or auditor shall be solely responsible to the directors A report shall be made to the
directors as to the scope of the examination or audit, and also to show those assets,
excluding marketable securities and fixed assets, which are carried on the books for
more than actual value This report shall be retained as a permanent record or
mcorporated 1n the minutes of the meeting, and a copy of the report shall be sent to
the commissioner of commerce

History (7672) RL s 2988, 1945 ¢ 94 s 1, 1957 ¢ 601 5 10, 1959 ¢ 88 5 5, 1977 ¢ 272
s 8 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 1 s 92, 1996 ¢ 414 art 1 s 13
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48 11 CONTRACTS, HOW MADE

Every contract made by any bank, except routine business, shall be first duly
authorized by resolution of its board of directors, signed by the president or vice
president and by the cashier or some other officer specially designated by the board,
and have 1ts corporate seal impressed thereon

History (7678) RL s 2994

48 12 BONDS OF OFFICERS AND EMPLOYEES

Every state bank shall be protected agamst loss by reason of the unlawful act of
any of 1ts officers or employees by a surety bond 1 an amount approved by the board
of directors, 1ssued by a solvent corporate surety m good standing authorized to do
busmess 1n this state, or by a fidelity msurance policy written by a solvent msurance
corporation m good standing authorized to do business m this state The commussioner
of commerce or the board of directors of such bank may require an increase of the
amount of such bond whenever either deems 1t necessary This shall not require the
bonding or insuring of officers or directors of a bank not having active management or
control thereof, or employees of a bank not holding positions of trust Any bond given
or contract of msurance secured shall be 1n favor of the bank

Hastory (7699\]) 1925 ¢ 351s1,1945¢c72s 1, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655
art 1 s 92

48 13 CONDITIONS OF BONDS

Subdivision 1 Securities If a bond 1s given, 1t shall be m favor of the bank and
shall have one corporate surety, which shall be a solvent insurance corporation m good
standing authorized to do busmess in Minnesota, or at least five individual sureties, not
one of whom shall be an officer, director, or stockholder of the bank, and each of
whom shall justify 1n a sum equal to the penalty of the bond and, in addition thereto,
each individual surety shall furnish to the bank, in connection with the bond, a verified
fmancial statement showing solvency and responsibility, which statement shall be
renewed and revised annually by each surety If a contract of insurance 1s secured, it
shall be m favor of the bank and shall be executed by some msurance company
possessing the qualifications heretofore specitied No cancellation or termination at the
request of the underwriter of a bond or contract of msurance required by section 48 12
shall be effective unless the underwriter gives in advance at least 60 days’ written notice
by registered mail to the commussioner of commerce

Subd 2 Securities m lieu of bond With the prior written approval of the
commussioner and n lieu of the corporate surety or five individual sureties, there may
be posted a deposit 1n securtties of a form and amount acceptable to the commissioner
These funds are under the control of the commissioner for the purposes of section
48 12 All deposits must remain 1 the custody of the commussioner of finance and
pursuant to section 719 may be released only upon order from the commissioner
These control and custody requirements must not prevent any mterest or dividend
earnings accruing on the funds posted to be paid over to pledgor

Hiastory (7699 2) 1925 ¢ 351 s 2 1984 ¢ 576 s 10, 1Sp1985 ¢ 13 5 182, 1986 ¢ 444,
1987 ¢ 384 art 2 s 10

48 14 EXAMINATIONS, REPORTS TO SHOW NAMES OF BONDED OFFICERS
AND EMPLOYEES

When an examination 1s made of a bank by the commussioner, or an examiner, the
report of the examination made to the commussioner shall state the names of all the
officers and employees of the bank so bonded or insured, and the penalty of the bonds
or the amount of the msurance covering them When blanket coverage 1s provided, the
names of all the officers and employees need not be stated When the commussioner,
after an mvestigation, or upon receipt of a notice of cancellation or other termination
required by section 48 13, finds as a fact that any bank 1s not adequately protected
against loss by reason of the unlawful act of any officer or employee thereof, whether
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through the omussion to secure any bond or contract of msurance, or through the
insufficiency of the sureties or the insurer on the bond or policy given, or otherwise, the
commissioner may require, by written order, that such bonds or contracts of msurance
in favor of the bank be obtamned as in the commissioner’s opinion would adequately
protect the bank against loss by reason of the unlawful act of any of 1ts officers or
employees, and shall thereupon notify the bank, by certified mail, of the order, and, if
the same 1s not complied with within 30 days after the date of the mailing of the order,
the bank may be closed and, if closed, shall not be permuitted to resume busmess until
the order has been fully complied with All such bonds or contracts of insurance shall
remain 1 the custody of the bank protected thereby and shall be available for
examination and inspection by the commussioner

History (7699 3) 1925 ¢ 3515 3, 1969 ¢ 772 s 2, 1978 ¢ 674 5 60, 1984 ¢ 576 s 11,
1986 c 444

48 15 SPECIAL POWERS

Subdwision 1 Authority In addition to the imherent and granted powers of
corporations 1n general, any such bank shall have power to exercise, by 1ts board of
directors, or duly authorized officers and agents, subject to law, all such powers as shall
be necessary to carry on the busmess of banking by discounting bulls, notes, and other
evidences of debt, by recewving deposits, by buying and selling gold and silver bullion,
foreign com, promissory notes, mortgages, and other evidences of debt legal for
mmvestment, and foreign and mland bills of exchange, by lending money on real and
personal securities and recewving interest on any of the same mn advance, and by
exercising all the usual and mncidental powers and privileges belonging to the busmess,
but 1t shall not transact any business, except such as 1s incidental and necessarily
preliminary to its establishment, until authorized by the commissioner to commence
business

Subd 2 Activity authorized by federal authority The commissioner of commerce
may authorize banks, bank and trust companies, or trust companies organized under
the laws of this state to engage 1n any banling or trust activity in which banks subject to
the jurisdiction of the federal government may hereafter be authorized to engage by
federal legislation, ruling, or regulation and those activities authorized m section 48 61,
subdivision 7, paragraph (a), clause (3) The commissioner may not authorize state
banks as defined by section 48 01, to engage 1n any activity prohibited by the laws of
this state

Subd 2a Authorized activities The commissioner may authorize a state bank to
undertake any activities, exercise any powers, or make any investments that are
authorized by chapter 50, as of August 1, 1995, for any state savmgs bank, or that
become authorized by chapter 50, for state savmgs banks after August 1, 1995 The
comnussioner may not authorize state banks to engage mn any banking activity
prohibited by the laws of this state

Subd 3 Limits on authority to act as paymg agent for public 1ssuers No such
bank shall act as paying agent of any municipality or other public 1ssuer of obligations,
other than an 1ssuer within whose corporate limits the principal office of the bank 1s
situated, unless the bank is authorized to execute the powers conferred in section
48A. 07

Subd 4 Retirement and medical savings accounts A state bank may act as trustee
or custodian of a self employed retirement plan under the Federal Self-Employed
Individual Tax Retirement Act of 1962, as amended, of a medical savmgs account
under the Federal Health Insurance Portability and Accountability Act of 1996, as
amended, and of an individual retirement account under the Federal Employee
Retirement Income Security Act of 1974, as amended, 1f the bank’s duties as trustee or
custodian are essentially ministerial or custodial in nature and the funds are invested
only (1) n the bank’s own savings or time deposits, or (2) in any other assets at the
direction of the customer 1f the bank does not exercise any investment discretion, invest
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the funds 1n collective mvestment funds administered by it, or provide any investment
advice with respect to those account assets

Affihated discount brokers may be utilized by the bank acting as trustee or
custodian for self-directed IRAs, 1if specifically authorized and directed in appropriate
documents The relationship between the affiliated broker and the bank must be fully
disclosed Brokerage commussions to be charged to the IRA by the affiliated broker
should be accurately disclosed Provisions should be made for disclosure of any changes
In commission rates prior to their becoming effective The affihated broker may not
provide mvestment advice to the customer All funds held m the fiduciary capacity may
be commingled by the financial mstitution mn the conduct of its busmess, but individual
records shall be mamntamned by the fiduciary for each participant and shall show i
detail all transactions engaged under authority of this subdivision The authority
granted by this section 1s 1n addition to, and not hmited by, section 47 75

History (7660) RL s 2984, 1965 ¢ 171 s 9, 1969 ¢ 1129 art 4 5 9, 1976 ¢ 324 s 25,
1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 15 92, 1986 ¢ 353 5 1, 1987 ¢ 349 art 1 5 13, 1995
¢ 1715 30, 1997 ¢ 157 5 22,23, 1999 ¢ 151 5 19,20

48 151 ADDITIONAL POWERS

Any bank, savmgs bank, or trust company organized under the laws of this state, or
any national banking association doimng busmess 1n this state, shall have the power to
advertise for sale and sell for a fee money orders, traveler’s checks, cashier’s checks,
drafts, registered checks, and certified checks and no other person, firm, or corpora-
tion, either directly or through agents, shall advertise for sale or shall sell for a fee any
evidence of indebtedness on which there appears the words, “money order,” “traveler’s
check,” “cashier’s check,” “draft,” “registered check,” “certified check,” or other words
or symbols whether of the same or different character which tend to lead the purchaser
to believe that such evidence of indebtedness 1s other than a personal check, unless
such evidence of indebtedness 1s 1ssued by a person, firm or corporation which 1s a
savmgs association, or telegraph company, or, 1n the case of cashier’s checks, 1s 1ssued
by an industnal loan and thrift company with deposit Liabilities, provided that these
mnstruments are 1ssued m conformity with the Uniform Commercial Code, or 1s 1ssued
by a person, firm, or corporation that has on file i the office of the secretary of state a
surety bond in the prmcipal sum of $5,000 1ssued by a bonding or msurance company
authorized to do busmess in this state, which surety bond shall run to the state of
Mmnesota and shall be for the benefit of any creditor for any liability insured on
account of the sale or 1ssuance by it or its agent of any such evidence of indebtedness
or has deposited with the secretary of state securities or cash of the value of $5,000
provided, however that the aggregate hability of the surety to all such creditors shall, in
no event, exceed the sum of such bond or deposit Any person firm or corporation who
shall violate any provision of this section shall be guilty of a misdemeanor

History 1955 ¢ 55551, 1959¢ 8856, 1Sp1985c¢c 151, 1995¢202 art 1525

48 152 STATE BANK ACQUISITION AND LEASING OF PERSONAL PROPERTY

Subdivision 1 A state bank may acquire and lease or participate in the acquisition
and leasing of personal property to customers, and may mcur such additional obli-
gations as may be mcidental to becoming an owner and lessor of such property, subject
to the rules of the commissioner and the conditions specified n this section

Subd 2 The property must be acquired upon the specific request of and for the
use of a customer

Subd 3 The lease may not be an operating lease, but must be a “net” lease
wherein the bank retains no obligation for maintenance or operation of the property

Subd 4 The lease must be a full-payout, noncancelable obligation of the lessee
serving the same purpose as other forms of bank financing For the purposes of this
subdivision a full payout lease 1s one m which the lessor will realize from the
transaction a return of 1ts full investment in the leased property plus the estimated cost
to 1t of financing the property over the term of the lease in rentals, estimated tax

3
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benefits, and the estimated residual value of the property at the expiration of the 1mual
term of the lease In all instances where the bank estimates and uses the residual value
of leased property to satisfy the requirements of a full-payout lease, the estimated value
must be reasonable so that the bank’s primary risk i the overall transaction depends
on the credit worthmess of the lessee and not market value of the leased item,
provided, that m no event shall the estimated residual value exceed 25 percent of the
original cost of the property to the lessor As an alternative to this test, residual values
may be set at any level where the bank receives a guarantee of the residual value from
the manufacturer, the lessee, or any third party which 1s not an affihate of the bank,
and where 1t has determined that the guarantor has the resources to meet the
guarantee Selection of residual values at unreasonable levels shall be considered an
unsafe and unsound banking practice if 1t cannot be shown that, at the time of such
selection, the bank made a good faith effort to be accurate and reasonable

For purposes of leasing to government entities “full-payout” calculations may be
based on reasonably anticipated future renewals

If, mn good faith, the bank believes that there has been a significant unanticipated
change 1n conditions which threatens 1ts financial position by increasing 1ts exposure to
loss, and, if its interest in the property 1s sufficient to justify action, the Limitation
contamned 1n subdivision 3 shall not prevent the bank from taking any reasonable and
appropriate action to salvage or protect the value of the property to prevent loss

Subd 5 The terms of the lease shall require periodic rental payments to be made
at least annually

Subd 6 The terms of the lease shall establish a rental payment schedule by which
no mdwvidual rental payment shall exceed the average rental payment by more than 50
percent, the average rental payment to be computed by dividing the total dollar amount
of rental payments to be made over the term of the lease by the number of payments to
be made

Subd 7 Except upon the written approval of the commussioner, the term of the
lease shall not exceed 12 years, 32 days

Subd 8 The total amount of unpaid rental obligations of a customer to a bank on
personal property, shall constitute a hability of the customer within the meaning of
section 48 24, subdwvisions 1 and 4

Subd 9 [Repealed, 1983 ¢ 80 s 2]

Subd 10 The acquisition of personal property for leasing to customers under this
section not m conformuty with subdivision 4 1s authorized 1if the total mvestment 1n this
personal property does not exceed 200 percent of the sum of the bank’s capital actually
paid 1n cash and its actual surplus fund

Hastory 1975¢300s 1, 1979c 32151, 1983¢c 805 1, 1988 ¢ 631 s 1

48 153 INSTALLMENT LOANS, FINANCE CHARGES, MINIMUM CHARGES
Subdivision 1 [Repealed, 1982 ¢ 494 s 5]

Subd la A bank organized under the laws of this state, or a national banking
association doing business 1n this state, making a loan of money not exceeding $35,000
repayable m installments, may charge, at the time the loan 1s made, a rate of mterest
upon the unpaid prmcipal balance of the amount financed of 12 percent a year, or the
rate of mterest authorized by section 48 195, whichever 1s greater If the rate of mterest
charged 1s permutted by section 48 195 at the time the loan 1s made, the rate does not
later become usurious because of a fluctuation in the federal discount rate

Subd 2 Installment payments on loans made pursuant to this section by a bank or
national banking association shall not extend beyond a period of 12 years and 32 days
from the date of the loan The loan may be secured by a mortgage, pledge, or other
collateral

Subd 3 [Repealed, 1982 ¢ 494 s 5]
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Subd 3a A savings bank organized under chapter 50, a savings association subject
to the provisions of sections 51A 01 to 51A 57, or a savings assoclation chartered under
the laws of the United States, that has its principal place of business in this state, may
make a loan for consumer purposes to a natural person in an amount not exceeding
$25,000 repayable m mstallments, and may charge a rate of mterest upon the unpaid
principal balance of the amount financed of 12 percent a year, or the rate of mterest
authorized by section 48 195, whichever 1s greater If the rate of interest charged 1s
permutted by section 48195 at the time the loan 1s made, the rate does not later
become usurious because of a fluctuation in the federal discount rate

Subd 4 Installment payments on loans made pursuant to this section by a savmgs
bank, a savings association subject to the provisions of sections 51A 01 to 51A 57, or a
savings assoclation chartered under the laws of the United States shall not extend
beyond a period of 12 years and 32 days from the date of the loan The loan may be
secured by a mortgage, pledge, or other collateral

Subd 5 Charges n reference to installment loans under this section shall be
computed and collected only on the unpaid prmcipal balance of the amount financed
actually outstandmg One day’s fmance charge means an amount equal to 1/365 of the
per annum rate provided for in an instaliment loan If the total fmance charge
determined on an mstallment loan, single payment or demand loan shall be less than
$10 the amount charged may nevertheless be $10 No loan shall be made pursuant to
this section if over 50 percent of the proceeds of the loan are used to finance the
purchase of a borrower s primary residence other than a manufactured home

History 1945 ¢ 544 s 1, 1947 ¢ 314s 1, 1955 c 616 s 1, 1957 ¢ 916 5 1, 1961 ¢ 298 s
7, 1963 ¢ 577 s 1, 1973 ¢ 511 s 1, 1976 ¢ 196 5 2, 1977 ¢ 350 s 2, 1980 ¢ 522 5 1, 1980 ¢
606 s 1, 1981 ¢ 3655 9, 1982 ¢ 494 5 1,2, 1995 ¢ 202 art 1 s 25, 1996 ¢ 414 art 1 5 14,
1997 ¢ 157 5 67, 1998 ¢ 260 s 1

48 154 PREPAYMENT, EXTENSION OF TERMS

The borrower may repay the entire balance or any portion of the balance of an
mstallment loan 1n advance without penalty An nstallment loan contract may provide
that the parties, before or after default, may agree i writing to an extension of all or
part of the unpaid mnstallments and collect as an extension fee a finance charge not
exceeding that rate agreed to in the original loan contract No such extension shall be
permitted to cause repayment of a loan to exceed those maturities set down 1 section
48 153 One day’s finance charge shall mean an amount equal to 1/365 of the per
annum rate provided for 1n an installment loan

Hastory 1945 ¢ 544 s 2, 1965 ¢ 171 5 10, 1976 ¢ 196 s 3

48 155 ALLOWABLE ADDITIONAL CHARGES

No charge other than those provided for in sections 48 153 and 48 154 shall be
made directly or indirectly for any such installment loan except that there may be
charged to the borrower or mcluded 1n the amount financed

(a) Any lawful fees paid or to be paid by the lender to any public officer for filing,
recording, or releasing in any public office any instrument securing the loan,

(b) Any lawful premium or charge for msurance protecting the lender against the
risk of loss from not filing or recording a security agreement or financing statement and
m leu of filing thereof Such premium or charge shall not exceed the actual premium
or charge made by the msurance company to the lender and in no event in excess of
the costs 1f the document were actually filed, recorded, or released mn any public office,

(c) The premum on any life, property or other insurance taken as security for the
loan, provided, that the borrower has acknowledged by signature that the borrower has
been notified 1n writing that the borrower may, at the borrower’s own cost, procure and
deposit with the lender such insurance if wrtten by a responsible company Such
premium may be included as part of the loan

Hastory 1945 ¢ 544 s 3, 1963 ¢ 153 s 3, 1971 ¢ 33 s 1, 1976 ¢ 196 s 4, 1986 ¢ 444
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48 156 LOAN DUE ON DEFAULT

Nothing 1n sections 48 153 to 48 157 shall prohibit the lender from declaring the
whole of such loan immediately due and payable upon default if the loan agreement
shall so provide

History 1945 ¢ 544 s 4
48 157 COPY OF NOTE TO BORROWER

At the time of making an installment loan under the provisions of sections 48 153
to 48 157, the borrower shall be furmished a signed copy of the note and also a copy or
statement of all charges made by the bank on such loan

History 1945 ¢ 544 s 5, 1986 ¢ 444

48 158 SETTLEMENT OF CHECKS AT LESS THAN PAR

No bank or trust company organized under the laws of this state shall settle any
check drawn on 1t otherwise than at par The provisions of this section shall not apply
with respect to the settlement of a check sent to such bank or trust company as a
special collection item This section 1s 1n effect on and after November 1, 1968

History 1967 ¢ 156 s 1
48 1585 [Repealed, 1995 ¢ 202 art 4 s 25]
48 159 [Repealed, 1982 ¢ 473 s 30]

48 16 BANKS MAY NOT PLEDGE ASSETS, EXCEPTIONS

No bank or trust company shall pledge, hypothecate, assign, transfer, or create a
hen upon or charge against any of its assets except as follows

(1) to the state,
(2) to secure public deposits,
(3) to secure funds of trustees in bankruptcy,

(4) to secure money borrowed 1n good faith from other banks, trust companies, a
financial agency created by act of Congress, or the state in programs specifically
authorizing state banks to participate as an eligible local lender,

(5) to finance the acqusition of real estate to be carried as an asset as provided for
in section 47 10,

(6) to secure a hability that arises from a transfer of a direct obligation of, or
obligations that are fully guaranteed as to principal and interest by, the United States
government or an agency thereof that the bank or trust company 1s obligated to
repurchase

This section shall not be construed to permit the use of assets as security for public
deposits other than the securities made eligible by law for that purpose

History (7699 14) 1927 ¢ 257 s 1, 1931 ¢ 341, 1933 ¢ 149 s 1, 1939 ¢ 46, Ex1967 c
30s1, 1982 c473s11,1995¢202art 2s 14

48 17 POWERS OF OFFICERS OR EMPLOYEES

No officer or employee of a bank or trust company shall have power or authority
to borrow money, execute guaranties or endorse, otherwise than without recourse,
pledge or hypothecate any note, bond, or other obligation belonging to the bank or
trust company unless the power and authority shall have been given the officer or
employee by the board of directors and a written record thereof made 1n the minute
book of the bank and a certified copy of the record delivered to the creditor,
guarantee, pledgee, or endorsee of the note, bond, guaranty, or other obligation

History (7699 15) 1927 ¢ 257 5 2
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48 18 PLEDGES OR LIENS OF ASSETS SUBJECT TO PRIOR LIENS

No bank or trust company shall pledge or hypothecate or create a hen upon or
charge agamnst any of its assets subject to a prior lien, hypothecation, or charge

History (7699 16) 1927 ¢ 257 s 3

48 185 OPEN END LOAN ACCOUNT ARRANGEMENTS

Subdmvision 1 Any bank orgamized under the laws of this state, any national
banking association domng business in this state, any savings bank organized and
operated pursuant to chapter 50, any savings association organized under chapter 51A,
and any federally chartered savings association, may extend credit through an open end
loan account arrangement with a debtor, pursuant to which the debtor may obtan
loans from time to tume by cash advances, purchase or satisfaction of the obligations of
the debtor mcurred pursuant to a credit card plan, or otherwise under a credit card or
overdraft checking plan

Subd 2 [Repealed, 1980 ¢ 599 s 9]

Subd 3 A financial mstitution referred to 1 subdivision 1, may collect a periodic
rate of finance charge 1n connection with extensions of credit under this section, which
finance charge does not exceed the equivalent of an annual percentage rate of 18
percent computed on a 365 day year and 1n accordance with the Truth in Lending Act,
United States Code, title 15, section 1601 et seq , and the Code of Federal Regulations,
title 12, part 226 (1985)

If credit 1s extended pursuant to an overdraft checking plan on the day on which
an increase 1n the periodic rate of finance charge 1s made effective pursuant to this
section, the rate 1n effect prior to the increase shall be the maxunum lawful rate
chargeable on the amount of credit so extended until that credit is fully repaid
according to the terms of the plan

Subd 3a Any periodic statement evidencing an overdraft checking plan loan
balance shall clearly state that all or any part of said balance may be prepaid at any
time

Subd 4 No charges other than those provided for m subdwision 3 shall be made
directly or indirectly for any credit extended under the authority of this section, except
that there may be charged to the debtor

(a) annual charges, not to exceed $50 per annum, payable in advance, for the
privilege of using a bank credit card,

(b) charges for premiums on credit life, credit accident and health, and credit
mvoluntary unemployment insurance if

(1) the insurance 1s not required by the financial institution and this fact 1s clearly
disclosed 1n writing to the debtor, and

(2) the debtor 1s notified m writing of the cost of the insurance and affirmative y
elects, m writing, to purchase the msurance,

(c) charges for the use of an automated teller machine when cash advances are
obtamned pursuant to this section through the use of an automated teller machine,

(d) m the case of a financial mstitution referred to in subdvision 1 that does not
charge an annual fee, delinquency and collection charges as follows

(1) on each payment mn arrears for a period not less than ten days, in an amount
not 1 excess of the dehnquency and collection charge permitted m section 168 71,

(2) for any monthly or other periodic payment period where the debtor has
exceeded or thereby exceeds the maximum approved credit lumit under the open end
loan account arrangement, 1n an amount not 1n excess of the service charge limitations
m section 332 50 and

(3) for any returned check or returned automatic payment withdrawal request, in
an amount not i excess of the service charge lwmitation n section 33250, and
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(e) to the extent not otherwise prohibited by law, charges for other goods or
services offered by or through a financial institution referred to 1n subdivision 1 which
the debtor elects to purchase, including, but not limited to, charges for check and draft
coples and for the replacement of lost or stolen cards

Subd 4a [Repealed, 1986 ¢ 376 s 4]

Subd 5 If the balance 1in a revolving loan account under a credit card plan 1s
attributable solely to purchases of goods or services charged to the account during one
billing cycle, and the account 1s paid 1n full before the due date of the first statement
1ssued after the end of that billing cycle, no finance charge shall be charged on that
balance

Subd 6 This section shall apply to all open end credit transactions of a bank or
savmgs bank m extending credit under an open end loan account or other open end
credit arrangement to persons who are residents of this state, if the bank or savings
bank induces such persons to enter mto such arrangements by a continuous and
systematic solicitation either personally or by an agent or by mail, and retail merchants
and banks or savmgs banks within this state are contractually bound to honor credit
cards 1ssued by the bank or savings bank, and the goods, services and loans are
delivered or furnished n this state and payment 1s made from this state A term of a
writing or credit card device executed or signed by a person to evidence an open end
credit arrangement specifying

(a) that the law of another state shall apply,
(b) that the person consents to the jurisdiction of another state, and
(c) which fixes venue,

1s invalid with respect to open end credit transactions to which this section applies
An open end credit arrangement made 1n another state with a person who was a
resident of that state when the open end credit arrangement was made 1s valid and
enforceable m this state according to its terms to the extent that it is valid and
enforceable under the laws of the state applicable to the transaction

Subd 7 Any bank or savings bank extending credit in compliance with the
provisions of this section, which 1s injured competitively by violations of this section by
another bank or savings bank, may institute a civil action 1n the district court of this
state against that bank or savings bank for an injunction prohibiting any violation of
this section The court, upon proper proof that the defendant has engaged in any
practice m violation of this section, may enjoin the future commuission of that practice
Proof of monetary damage or loss of profits shall not be required Costs and attorneys
fees may be allowed to the plaintiff, unless the court directs otherwise The relief
provided 1n this subdivision 1s 1n addition to remedies otherwise available against the
same conduct under the common law or statutes of this state

Service of process shall be as 1n any other civil suit, except that if a defendant 1n
the action 1s a foreign corporation or a national bankmg association with 1ts principal
place of busmess 1n another state, service of process may also be made by personal
service outside the state, or in the manner provided by section 5 25, or in such manner
as the court may direct, or in accordance with section 45 028, subdivision 2 Process 1s
valid if 1t satisfies the requirements of due process of law, whether or not defendant 1s
doing busmess 1n Mmnesota regularly or habitually

History 1976 ¢ 196 s 5, 1979 ¢ 101 s 1 3, 1981 ¢ 1385 1, 1981 ¢ 259 s 2, 1986 ¢ 376
s13 1987¢c341s1,1992¢c 564 art 252 1993 ¢ 34352, 1995¢c 128 art 1 5 2, 1995 ¢ 202
art 1525

48 19 [Repealed, 1Sp1985 ¢ 13 s 376]

48 194 INSTALLMENT SALES CONTRACTS, LOANS

A person may enter 1nto a credit sale or service contract for sale to a state or
national bank doing business in this state, and a bank may purchase and enforce the
contract under the terms and conditions set forth in sections 47 59, subdivisions 2 and 4
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to 14, and 51A 386, subdivision 4 A state bank or national bank may extend credit
pursuant to the terms and conditions set forth i sections 4759, 47 60, and 51A 386,
subdivision 4

History 1988 ¢ 666 s 1, 1993 ¢ 257 s 17 1995 ¢ 202 art 3 5 3, 1996 ¢ 414 art 1 s 15,
1997 ¢ 157 s 67, 1998 ¢ 260 s 1

48 195 INTEREST RATES, USURY LIMIT FOR DEPOSITORY INSTITUTIONS

Notwithstanding any law to the contrary, a bank, savings bank, savings assoctation,
or credit union organmized under the laws of this state, or a national bank or federally
chartered savings bank, savings association, or credit union, doing busmess in this state,
may charge on any loan or discount made or upon any note, bill or other evidence of
debt, except an extension of credit made pursuant to section 48 185, mterest at a rate
of not more than 4-1/2 percent 1n excess of the discount rate, including any surcharge
thereon, on 90 day commercial paper m effect at the federal reserve bank located m
the Ninth Federal Reserve District

History 1980 ¢ 343 s 1, 1981 ¢ 259 s 1, 25p1981 c 45 1, 1982 ¢ 494 s 3, 1995 ¢ 202
art1s25

48 196 PENALTY FOR USURIOUS INTEREST

The taking, receivimg, reserving or charging by a lender of a rate of interest greater
than 1s allowed by state law shall be deemed a forfeiture of the entire mterest which the
note, bill, or other evidence of debt carries with 1t, or which has been agreed to be paid
thereon In case the greater rate of mterest has been paid, the person paying it, or the
person’s legal representatives, may recover, m an action m the nature of an action of
debt, twice the amount of the mterest thus paid from the lender taking or receving the
interest, if the action 1s commenced within two years from the time the usurious
transaction occurred For purposes of this section, the term “lender” means a bank or
savings bank organized under the laws of this state, a federally chartered savings
assoclation, a savings assoclation organized under chapter 51A, a federally chartered
credit unyon, a credit union orgamized under chapter 52, an industrial loan and thrift
company orgamized under chapter 53, a regulated lender licensed under chapter 56, or
a mortgagee or lender approved or certified by the secretary of housing and urban
development or approved or certified by the administrator of veterans affairs

History 1980 c 606 s 2, 1983 ¢ 2525 3, 1986 ¢ 444, 1995 ¢ 202 art 1 s 25

48 20 UNAUTHORIZED PLEDGES, NOTES, LIENS VOID

Any note, endorsement, guaranty, pledge, hypothecation, lien or other obligation
given contrary to the provisions of sections 48 16 to 48 18 shall be null and void

Hastory (7699 18) 1927 ¢ 257 s 5
48 21 REAL ESTATE, RESTRICTIONS ON HOLDING

Subdvision 1 A bank may purchase, carry as an asset, and convey real estate only
(1) As provided for n section 47 10,

(2) If acquired through foreclosure of a mortgage given to 1t m good faith as
security for loans made by or money due to It,

(3) If conveyed to 1t 1n satisfaction of debts previously contracted i good faith m
the course of 1ts dealings,

(4) If acquired by sale on execution or judgment of a court 1n 1ts favor, or

(5) If reasonably necessary to mutigate or avoid loss on a loan or investment
theretofore made

Real estate acquired under clauses (2) to (5) shall be carried as an asset only 1n
accordance with rules the commussioner prescribes
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Subd 2 Real estate owned by a bank as a result of actions authorized m clauses
(2) to (5) of subdvision 1 and subsequently sold to any buyer on a contract for deed
may not be considered creating a hability to a bank for purposes of section 48 24

Subd 3 Notwithstanding any rules of the commissioner to the contrary, if real
estate owned by a bank pursuant to clauses (2) to (5) of subdivision 1 1s not sold or
otherwise disposed of within the maximum period established by rule by the commus-
sioner, the bank may write off any remaining balance at a rate not less than one-fifth of
that balance each subsequent calendar year

History (7679) RL s 2995, 1919 ¢ 85s 1, 1921 ¢ 258 5 1, 1929 ¢ 54 s 1, 1945 ¢ 63 s
1, 1955 ¢ 104 s 2, 1957 ¢ 601 s 12, 1982 ¢ 473 s 12, 1987 ¢ 349 ant 1 s 14

48 22 [Repealed, 1981 ¢ 182 s 6]

48 221 RESERVES

A state bank or trust company shall maintain reserves m the form of liquid assets
at a level reasonably necessary to meet anticipated withdrawals, commutments, and loan
demand Reserves shall be in cash, cash items in process of collection, short term
obligations of or demand balances with other insured financial mstitutions mn the
Unmted States and 1its territories, or short term, direct obligations of or guaranteed by
the United States government Obligations must mature withm one year to be
considered short term The commussioner may prescribe the required amount of
reserves 1n relation to habilities for any individual state bank or trust company from
time to tume based upon examination findings or other reports relating to the bank or
trust company that are available to the commissioner Reserves for an individual state
bank or trust company as prescribed by the commussioner pursuant to this section shall
be enforced 1n accordance with sections 46 24 and 46 30 to 46 33

History 1981 ¢ 1825 2, 1982 ¢ 424 5 130, 1997 ¢ 187 art 3 s 8

48 23 BANK NOT TO LEND ON ITS OWN STOCK CR PURCHASE SAME

Any such bank shall make no loan or discount on the security of 1ts own capital
stock, nor be the purchaser or holder thereof, unless necessary to prevent loss upon a
debt previously contracted 1n good faith and all stock so acquired shall be disposed of,
at public or private sale within six months after 1t 1s so acquired

History (7676) RL s 2992

48 24 RESTRICTIONS UPON TOTAL LIABILITIES TO A BANK

Subdivision 1 The total lhabilities to any such bank, as pricipal, guarantor or
endorser of any individual, including the liabilities of any corporation or limited hability
company which the individual owns or controls a majority imnterest, any partnership,
unincorporated association, limited liabiity company, or corporation, including the
liabilities of the several members of an unincorporated association and mcluding the
liabilities of the general partners but not the limited partners of a partnership, and m
case of a corporation or limited Liability company of all subsidiaries thereof in which
such corporation or limited hability company owns or controls a majority nterest, shall
never exceed 20 percent of 1ts capital actually paid in cash and of its actual surplus
fund, except that obligations not to exceed 25 percent of said capital and surplus to any
one borrower shall not be included as liabilities for the purposes of this section, but
shall be liabilities of the borrowers, provided they are secured by not less than a like
amount of any one of the various types of obligations of the United States or which are
fully guaranteed as to principal and interest by the Unmited States, and providing that
such bonds or obligations have a market value of at least ten percent in excess of the
amount loaned thereon at the time each loan 1s made

For the purpose of this section the members of a family living together in one
household, if borrowed funds are to be used 1 the conduct of a common enterprise,
shall be regarded as one person and the total liabilities of the members of the family
shall be Iimited as heremn provided The endorser or guarantor of any obhgation which
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18 exempt from loanmg Llimits according to the provisions of this section shall also be
exempt from such loaning limits to the extent of the amount of liability on such
obligations for the purposes of this section but shall be hable thereon Individual
extensions of credit which result in habilities of mdividuals, corporations, or limited
liability companies exceeding the limitations set forth m this section shall be construed
to conform to the provisions of this subdivision upon reduction in an amount sufficient
to reduce the total liability to not more than the legal amount, but until paid n full
shall not exempt the officer or employee of the bank from being personally liable to the
bank for the amount of the origmal excess portion of the loan as set forth m
subdivision 8

Subd 2 Loans not exceeding 25 percent of such capital and surplus made upon
first mortgage security on improved real estate m any state in which the bank or a
branch established under section 49 411 1s located, or m any state adjoining a state 1n
which the bank or a branch established under section 49 411 1s located, shall not
constitute a liability of the maker of the notes secured by such mortgages within the
meaning of the foregoing provision limiting hiabiity, but shall be an actual liability of
the maker These mortgage loans shall be limited to, and n no case exceed, 50 percent
of the cash value of the security covered by the moitgage, except mortgage loans
guaranteed as provided by the Servicemen’s Readjustment Act of 1944, as now or
hereafter amended, or for which there 1s a commitment to so guarantee or for which a
conditional guarantee has been 1ssued, which loans shall 1n no case exceed 60 percent
of the cash value of the security covered by such mortgage For the purposes of this
subdivision, real estate 1s improved when substantial and permanent development or
construction has contributed substantially to 1ts value, and agricultural land 1s improved
when farm crops are regularly raised on such land without further substantial improve
ments

Subd 3 Conditional sales contracts or other paper evidencing an agreement to
purchase or lease personal property owned and guaranteed by the person discounting
same, not to exceed 30 percent of the capital stock and surplus, taken from any one
person, shall not constitute a hiability within the meaning of this section, but the actual
lrabilities on such agreements are not to be construed as affected by the provisions of
this subdivision Provided, however, if information as to the fmancial condition of each
purchaser or lessee 15 reasonably adequate by reason of the banks own records or
actual knowledge of an officer of the bank and, upon written certification by an officer
appointed by the bank’s board of directors for that purpose, that the responsibility of
each purchaser or lessee has been evaluated and the bank 1s relying primarily upon the
purchaser or lessee for the payment of the obligation, the limitations of subdivision 1 as
to each purchaser or lessee shall be the sole applicable loan limitation

Subd 4 [Repealed, 1993 ¢ 257 s 49]

Subd 5 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 commitments or agreements to take over or to purchase
the same, made by

(1) the commussioner of agriculture on the purchase of agricultural land,
(2) any Federal Reserve bank,

(3) the United States or any department, bureau, board, commuission, or establish-
ment of the United States, mcluding any corporation wholly owned directly or
indirectly by the United States,

(4) the Minnesota energy and economic development authority,
(5) the Minnesota export fmance authority, or

(6) a municipality or pohtical subdivision within Minnesota to the extent that the
guarantee or collateral 1s a valid and enforceable general obligation of that political
body
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Subd 6 The discount of the following classes of paper shall not be regarded as
creating liability within the meanimng of this 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, city, town, hospital district,
or school district i this state, or of the bonds, representing general obligation of any
other state i the United States, or 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, or debentures and other
obligations of the federal intermediate credit banks established by act of Congress
known as the Federal Intermediate Credit Banks Act, approved March 4, 1923, and
acts amendatory thereto, 1n obligations 1ssued by the banks for cooperatives or any of
them, and m bonds and obligations of the home owners’ loan corporation established
by act of Congress, known as the Home Owners’ Loan Act of 1933, and acts
amendatory thereto, 1n exchange for mortgages on homes, or contracts for deed, or real
estate held by 1t

(2) Bulls of exchange drawn 1n good faith agamst actually existing values, including
bills which are secured by shipping documents conveying or securing title to goods
shipped, and which are not to be surrendered until such bills are paid in cash or solvent
credits This mcludes bankers’ acceptances or participations 1n bankers’ acceptances of
the kind and maturities made eligible by law for rediscount with, or purchase by,
federal reserve banks, providing the same are accepted or endorsed by a bank or trust
company ncorporated under the laws of this state, or by any bank or trust company 1
the United States which 1s a member of the Federal Reserve system

(3) Paper based upon the collateral security of warehouse receipts covering
agricultural or manufactured products stored in elevators or warehouses under the
following conditions

First, when the actual market value of the property covered by such receipts at all
times exceeds by at least ten percent the amount loaned thereon, and

Second, when the full amount of every such loan 1s at all times covered by fire
msurance 1n duly authorized companies, within the limit of their ability to cover such
amounts and the excess, if any, in companies having sufficient paid-up capital to
authorize their admission, and payable, in case of loss, to the bank or holder of the
warehouse recelpt

(4) Total loans to an obligor secured by either certificates of deposit, or savings
certificates or both, of any such bank to the extent of the total of such certificates
pledged as security

(5) Debentures 1ssued under the authority of the federal National Mortgage
Association

(6) Obligations representing loans from one business day to the next to any state
bank or national banking association of excess reserve balances from time to time
mamntained under the provisions of section 48 221, or of section 19 of the Federal
Reserve Act, as amended, United States Code, title 12, sections 461 et seq

Subd 7 Obligations of any individual or organization, however organized, in the
form of notes or drafts secured by shipping documents or instruments transferring or
securing title covering feeder livestock which 1s free from all other encumbrances, when
the market value of the livestock securing the obligation at the time of the making of
the loan 1s not less than 115 percentum of the face amount of the notes covered by
such documents, shall be subject under this subdvision to a limitation of 20 percent of
capital and surplus 1n addition to 20 percent of capital and surplus as included 1n
provisions of subdivision 1 Feeder livestock loans as referred to in this subdivision 1s
defined to include only obligations secuied by liens or giving title to cattle, sheep,
goats, hogs or poultry being fattened for market, but excluding dairy cattle, milk goats,
poultry used for production of eggs, or barnyard or work animals

Subd 7a Pursuant to such rules as the commissioner of commerce finds to be
necessary and proper, If any, the liability or obligation to a bank of any msurance
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company admitted and authorized to do busmess in this state shall not be subject under
this section to any limitation based upon such capital and surplus to the extent that
such insurance company issues policies or certificates of indemnity of mortgage
guaranty msurance

For the purposes of this subdivision “mortgage guaranty imnsurance” shall mean
msurance agamst financial loss by reason of nonpayment of principal, interest and
other sums agreed to be paid under the terms of any note, bond, mortgage, security
agreement, or other instrument constituting a first lien, security interest or charge on
real property or manufactured homes

Subd 8 When a bank shall allow any individual, partnership, limited liability
company, unincorporated assoctation, or corporation, or any officer or director of the
bank, to become ndebted to 1t, directly or indirectly, in excess of the amount, exclusive
of mterest permutted by the laws of this state, the officer or employee of the bank
willfully permitting or approving 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 n
excess of the statutory limit

Subd 9 Rught to act to aveid loss This section does not prohibit the bank from
advancing funds that may be reasonably necessary to avoid loss on a loan or investment
made subject to this section or an obligation created i good faith The rights under
this subdivision are 1n addition to and not mconsistent with section 48 21

Subd 10 Gramn forward sale contracts, lending himits Obligations of any individu-
al or orgamzation, however organized, where the note 1s secured by a perfected first
hen on stored grain and a perfected assignment of the proceeds of a forward contract
for sale of the gramn (1) with a recognized commodity buyer or broker, reasonably
satisfactory to the bank, (2) where the delivery of gram under the contract will occur
within 270 days, (3) where the grain 1s mnsured for full value against loss by fire or other
casualty, and (4) where the value of the forward contract exceeds 115 percent of the
face amount of the secured note, 15 subject under this subdivision to a limitation of ten
percent of capital and surplus 1n addition to the 20 peicent of capital and surplus as
included 1n subdivision 1

History (7677) RL s 2993, 1907 ¢ 156 s 1, 1911 ¢ 160 s 1, 1919 ¢ 103 s 1, 1927 ¢
25851, 1931 c9s 1, Ex1934c 7051, 1943 ¢ 2351, 1945¢c 625 1, 1947 ¢ 825 1, 1957 ¢
601 5 13 16, 1959 ¢ 88 5 8,9,17, 1963 ¢ 153 5 6, 1965 ¢ 171 5 15 17, 1967 ¢ 102 s 7,8, 1969
c 4385 1,2, 1969 ¢ 7725 3, 1971 ¢ 100 s 1, 1973 ¢ 355 18, 1973 c 123 art 55 7, 1976 ¢
2]0s 11 1980 ¢ 52351 1981 ¢ 36559, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 576 s 13, 1984 c
655 art 1592 1985 ¢ 248 s 70 1986 ¢ 353 5 2, 1986 c 444, 1987 ¢ 349 art 1 5 15, 1987 ¢
384 art 251, 1988 ¢ 631 5 2,3, 1993 ¢ 137 s 13 1993 ¢ 257 5 18 20, 1995 ¢ 202 art 2 s
15 1997 ¢ 157 s 24 25, 1999 ¢ 151 5 21,22

48 245 WAR VETERAN, MINORITY, CONTRACT FOR LOAN

The disability of minority of any person otherwise eligible for guaranty or
msurance pursuant to the Servicemen s Readjustment Act of 1944, as amended (Public
Law Number 346, 78th Congress, as amended), the National Housing Act, as amended
(Public Law Number 475, 81st Congress), or the Defense Housmg and Community
Facilities and Services Act of 1951, (Public Law Number 139, 82nd Congress), and of
the minor spouse of any eligible veteran 1rrespective of age, m connection with any
transaction entered mto pursuant thereto, 1s hereby removed for all purposes 1
connection with such transaction, including but not imited to incurring of indebtedness
or obligations and acquiring, encumbering, selling, releasing, or conveying property or
any interest therein and htigating or settling controversies arising therefrom, if all or
part of any obligations incident to such transaction be guaranteed or msured by the
administrator of Veterans Affairs pursuant to any act hereinbefore referred to,
provided that this section shall not be construed to impose any other or greater rights
or habilities than would exist if any such person were under no such disability

History 1945¢ 177s 1, 1947 ¢ 178 s 1, 1953 ¢ 699 5 3
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48 25 [Repealed, 1982 c 473 s 30]
48 26 [Repealed, 1994 ¢ 382 s 15]

48 27 LIMITATION ON AMOUNT OF DEPOSITS

No bank or trust company organized under the laws of this state shall accept
deposits m a sum exceeding 30 times the amount of 1its capital stock and its actual
surplus

History (7699 12) 1927 ¢ 32551, 1943 ¢ 34252, 1945 ¢ 735 1, 1947 c 11 5 1, 1949
c24s51, 1959c88s11

48 28 LIQUIDATION, UNLESS DEPOSITS ARE REDUCED

If any such bank or trust company shall violate the provisions of Minnesota
Statutes 1945, section 48 27, as amended, the commuissioner of commerce may take
possession thereof and liquidate such corporation 1n accordance with law, unless said
bank or trust company shall within 90 days after notice from the commussioner of
commerce reduce 1ts deposits to the amount allowed by law or mcrease 1ts capital stock
accordingly

History (7699 13) 1927 ¢ 32552, 1943 ¢ 34251, 1945¢ 7352, 1947 c 11 5 2, 1949
c2452, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 1 5 92

48 29 [Repealed, 1965 c 811 art 10 s 336 10 102]

48 30 DEPOSITS IN NAME OF MINOR

Any deposit made 1n the name of a minor, shall be held for the exclusive nght and
benefit of the minor, free from the control or hen of all other persons, except creditors,
and, together with the dividends or interest thereon, shall be paid to the minor, and the
minor’s receipt, check, or acquittance i any form shall be a sufficient release and
discharge of the depository for the deposit, or any part thereof, until a conservator or
guardian appomted for the minor shall have delivered a certificate of appomntment to
the depository

History (7711) RL 5 3019, 1907 c 468 s 6, 1985 ¢ 292 5 1

48 301 MULTIPARTY ACCOUNTS

When any deposit 1s made 1 the names of two or more persons jointly or by any
person payable on death (P O D ) to another, or by any person 1n trust for another, the
rights of the parties and the financial mstitution are determined by chapter 524

History 1985 ¢ 29252, 1996 ¢ 305 art 1515, 1996 c 414 art 1 s 16

48 31 STATE BANKS ORGANIZED FROM NATIONAL BANKS

When any national bank authorized to dissolve has taken the necessary steps for
that purpose, a majority of its directors, upon authority, in writing, of the owners of
two-thirds of the capital stock and the approval of the commissioner, may execute a
certificate of incorporation under the provisions of this chapter, which, in addition to
the other requirements of law, shall state the authority derived from the stockholders
of the national bank, and, upon recording and publishing this certificate, as provided by
law, 1t shall become a legal state bank Thereupon the assets, real and personal, of the
dissolved bank, subject to 1ts liabilities not iquidated under the federal law before this
incorporation, shall vest 1n and become the property of the state bank

History (7695} RL s 3006
48 32 STATE BANKS OR TRUST COMPANIES MAY BE MEMBERS OF FEDERAL
RESERVE BANKS

Any mcorporated state bank or trust company may become a member of the
federal reserve bank of the federal reserve district in which the bank or trust company
1s located, and may invest 1n and hold stock therein

History (7649) 1915¢ 28s 1
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48 33 EXECUTION OF TRUST

When any state bank shall reorganize as a national bank, this national bank shall
be regarded as continuing the existence of the state bank, and any officer of the bank
elected to a corresponding office 1n this national bank shall be regarded as holding over
as such state bank officer, for the purpose of carrymng out any duty or trust reposed n
the person holding such office or a successor in the state bank as personal representa
tive of a will or trustee of any trust, and successors mn office 1n the national bank shall
be regarded as that person’s successors 1n office in such state bank for the purpose of
executing such will or performing such trust, and the personal representative of any
will, or any trustee thereunder, who by such will has been directed or recommended to
deposit the money of such estate or trust in this state bank, may deposit the same mn
the national bank under the same conditions as that person might have deposited them
m the state bank, and with the same immunity from responsibility for its safety

History (7696) RL s 3007, 1986 ¢ 444, 1999 ¢ 171 s 5
48 34 BRANCH BANKS PROHIBITED

No bank or trust company orgamzed under the laws of this state shall mamntam a
branch bank or recewve deposits or pay checks within this state, except at its own
banking house, and except as authorized by sections 47 51 to 47 57, 47 61 to 47 74, and
49 411 The commussioner shall take possession of and liquidate the business and affairs
of any state bank or trust company violating the provisions of this section, in the
manner prescribed by law for the hquidation of isolvent state banks and trust
companies

History (7693) 1923 ¢ 17051, 1981 ¢ 2205 10, 1996 ¢ 414 art 3s 6
48 35 CLEARING HOUSES

Clearing houses may make and enforce suitable provisions for effecting, at one
place, daily exchanges and the settlement and adjustment of accounts between banks in
the same locality and, under appropriate rules, may 1ssue clearing house certificates for
those purposes only, and may otherwise act in mamntaming and enforcing uniformity of
methods and harmonious action in banking busmess

History (7697) RL s 3008, 1985 ¢ 248 s 70

48 36 APPLICATION

Subdivision 1 Any state bank having a capital and surplus of not less than
$500,000 may exercise the powers and privileges conferred by sections 48A 07 and
43A 08, mn addition to all other powers granted by law, upon complying with the
conditions and requirements of those sections, and recewving the approval of the
commuissioner of commerce, who may grant or reject, in the commussioner’s judgment,
the application of any bank to acquire trust authority, and in doing so shall take into
consideration the following factors

(1) The needs of the commumty for trust service of the kind applied for and the
probable volume of such trust business available to the bank,

(2) The general condition of the bank, particularly the adequacy of its net capital
and surplus funds n relation to the character and condition of its assets and to its
deposit habilities and other corporate responsibilities, mcluding the proposed exerctse
of trust powers,

(3) The general character and ability of the management of the bank,

(4) The nature of the supervision to be given to the proposed trust activities,
mcluding the qualifications and experience of the members of the proposed trust
mvestment committee,

(5) The qualifications, experience, and character of the proposed executive officer
or officers of the trust department,
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(6) Whether the bank has available competent legal counsel to advise and pass
upon trust matters whenever necessary, and

(7) Any other facts and circumstances that seem proper

Subd 2 The application required under subdwivision 1 shall be i the form
prescribed by the commuissioner and shall be accompanied with a $250 filing fee, which
shall be deposited mto the general fund

History (7662) 1923 ¢ 274 s 2, 1959 ¢ 88 s 12, 1965 ¢ 171 5 18, 1977 ¢ 272 5 9, 1983
c 289 s 114 subd 1, 1984 ¢ 655 art 1 5 92, 1986 ¢ 444, 1998 ¢ 331 s 4

48 37 CERTIFICATES FROM COMMISSIONER

In order to exercise the powers herein conferred, any such bank shall mnvest and
keep mvested m one or more of the first, second, third, fourth, seventh, and eighth
classes of authorized securities, at least 25 percent of its capital, which securities in the
amounts above provided shall be duly assigned, transferred to, and deposited with the
commissioner provided, however that no bank and trust shall be required to deposit
securities m excess of $1,000,000, and shall be maintained unimpaired as a guaranty
fund for the integrity of its trusts and for the faithful discharge of its duties, i
connection therewith, with the right to the bank to collect the income thereof and to
substitute other like authorized securities of equal amount and value The commission-
er shall carefully examine the securities offered for deposit and, if they comply with all
the provisions of law applicable thereto, and, if the bank making such deposit shall
possess the qualifications stated 1n section 48 36, shall 1ssue to the bank a certificate
stating that 1t 1s qualified to exercise the powers heremn conferred, and, upon the
issuance of this certificate and while the same remamns in force, the bank may exercise
the powers and privileges conferred by sections 48A 07 and 48A 08

In case of any increase 1n the capital of any bank which has qualified hereunder,
this certificate shall be and become revoked and the bank shall not thereafter exercise
the powers herein conferred until 1t shall have deposited the required proportion of 1ts
capital 1 authorized securities and recerved a new certificate that 1t 1s qualified
hereunder

History (7662) 1923 ¢ 274 s 2, 1977 ¢ 272 s 10, 1986 ¢ 444, 1998 ¢ 3315 5
48 38 [Repealed, 1998 ¢ 331 s 41]

48 39 TRUST ACCOUNTS RECORDED

Besides 1ts general books of account, 1t shall keep separate books of account for all
fiduciary accounts All funds and property held by it 1n 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 mvestment shall be carried mn a
separate account, and shall not be used by the bank n the conduct of its busmess,
unless the bank, under authorization by its board of directors, first delivers to the
commuissioner of commerce, as collateral security (1) bonds, notes, bills, certificates of
indebtedness or other direct obligations of the United States or 1ts instrumentalities, or
obligations fully guaranteed by the United States as to principal and mterest, or (2)
other readily marketable securities of the classes in which said trust companies or state
banks exercising trust powers are authorized or permitted to mvest trust funds under
the laws of this state The securities so deposited as collateral shall be owned by the
bank and shall at all times be at least equal in market value to the amount of the trust
funds so used 1n the conduct of the bank’s business, and all deposits made by 1t of such
funds in any other banking mstitutions shall be deposited as fiduciary funds, to 1ts
credit as fiduciary, and not otherwise Every security or property n which the funds
held by 1t as trustee, personal representative, guardian, conservator, recewver, or
assignee, or 1n any other fiduciary capacity are mvested, shall at once upon receipt
thereof be immediately entered 1in the proper books as belonging to the particular
fiduciary account whose funds have been mvested theremm Any change in such
mvestment shall be fully specified mn and under the account of the particular fiduciary
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account to which 1t belongs so that all fiduciary funds and property can be readily
identified at any time by any person It shall be unlawful for any bank to lend any
officer, director or employee any funds held as fiduciary under the powers conferred by
section 48 37 Any otficer, director or employee to whom such a loan 1s made shall be
guilty of theft of the amount of such loan from the time of the making thereof Any
state bank, when acting 1n a fiduciary capacity, either alone or jomntly with an individual
or individuals, may, with the consent of such individual fiduciary or fiduciaries, who are
hereby authorized to give such consent, cause any stocks, securities, or other property
now held or hereafter acquired 1n such capacity to be registered and held in the name
of a nominee or nomunees of such state bank without mention of the fiduciary
relationship Any such state bank shall be liable for any loss occasioned by the acts of
any of 1ts nommees with respect to such stocks, securrties or other property so
registered

Hastory (7664) 1923 ¢ 274 s 4, 1943 ¢ 338 s 1, 1957 ¢ 311 s 1, 1965 ¢ 355 2, 1983 ¢
289 s 114 subd 1, 1984 ¢ 655 art 15 92, 1998 ¢ 3315 6, 1999¢ 1715 5

48 40 SUBJECT TO ORDERS OF COURT

Every such bank shall be subject at all times to the orders of any court from which
1t shall have accepted any trust or appomtment and shall render to the court such
itemized and verified accounts and reports as may be required by law or the court In
addition to other reports required by law, 1t shall render to the commissioner, at such
times as the commussioner may direct, full and itemized reports of mvestments, trust
funds, and other busmess performed under the provisions hereof, and a condensed
statement of the report, either separately stated or consolidated with the other reports
required of 1t by law, shall be published as required by law

History (7065) 1923 ¢ 274 s 5, 1986 ¢ 444

48 41 CORPORATE NAME

Any such bank which has qualified and obtaned a certificate, as provided m
section 48 37, may use 1n 1ts corporate name or title, m addrtion to the word “bank’ or
other words now permitted by law, the words “trust” or ‘trust company,” and may
display and make use of signs, symbols, tokens, letterheads, cards, circulars and
advertisements stating or mdicating that 1t 1s authorized to transact the business
authorized by said sections, and any such bank using the words “trust” or ‘trust
company” 1s not required to use the word “state’ n its corporate name

History (7666) 1923 ¢ 27456 1998 ¢ 33157

48 42 BANK MAY BE DESIGNATED AS SAVINGS BANK

Any state bank which has qualified under section 48 37 and obtaimned the certificate
therein provided, and which has established and mamtains a savings department, may
use 1n 1ts name or ftitle, in addition to other words permitted by law, the words
“savings” or “savings bank ” Savings deposits received by any such state bank using the
words “savings” or “savings bank” 1n its corporate name or title, shall be mnvested only
n authorized securities, as defined by law, and the bank shall keep m hand at all times,
m addition to the securities required to be deposited under the provisions of section
48 37, such securities as deposits 1 savmgs banks may be mvested in to an amount at
least equal to the savings deposits, and these securities to the amount of these deposits
shall be representative of and the fund for and applicable first and exclusively to the
payment of the savimgs deposits Deposits recerved by the bank subject to its right to
require notice of withdrawal evidenced by pass books, shall be deemed savings deposits

History (7667) 1923 ¢ 27457, 1998 ¢ 331 s 8
48 43 BANKS MAY CEASE OPERATIONS, DUTIES OF COMMISSIONER

Any state bank which has qualified hereunder may at any time notify the
commissioner, m writing, that 1t mtends to cease to operate under the provisions of
section 48 37, and thereupon the certificate 1ssued to it, as provided 1n section 48 37,
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shall be canceled and revoked, and the bank shall thereafter exercise no power or
privilege except those permutted to state banks which have not qualified hereunder, and
the securities deposited with the commussioner, as provided in section 48 37, shall
forthwith be reassigned and returned to the bank, provided, that no part of the
deposited securities shall be so returned until the bank shall have eliminated from its
corporate name the words “trust,” “trust company,” or ‘ savings ” nor until it has ceased
to hold any trust or trust office authorized by section 48 37, nor until all 1its accounts mn
any such trust shall have been settled and allowed and all property held 1n trust by it
delivered to the persons entitled thereto, nor until all liabilities incurred by it as
trustee, agent, or otherwise, under the provisions of section 48 37, and which 1t could
not have wmcurred unless qualified thereunder, shall have been discharged, provided,
further that if the amount of all these Labilities, or the maximum limit thereof, has
been or can be defintely ascertained, the commissioner may retamn only such part of
the deposited secunities as shall be at least equal to and as shall be 1n the commuission-
er’s opmion sufficient to liquidate the same If any such bank so surrendering its
powers hereunder shall have heretofore used the word “savings” n its corporate name,
the provisions of section 48 42, relating to the investment of savings deposits and the
rights of such depositors, shall remain operative as to all savings deposits on hand at
the date of surrendering such certificate and until the savings deposits shall have been
paid to the persons entitled thereto

History (7668) 1923 ¢ 2745 8, 1986 ¢ 444, 1998 ¢ 331 5 9

48 44 BANKS MAY ORGANIZE AS TRUST COMPANY

Hereafter state banks which may be organized in the manner now provided by law
may be orgamized with the additional authority to exercise the fiduciary powers and
privileges set out 1n sections 48A 07 and 48A 08, provided, that the capital and surplus
of any such bank shall not be less than $500,000

History (7661 1) 1931 ¢ 267 s 1, 1969 ¢ 772 s 5, 1977 ¢ 272 s 11, 1998 ¢ 331 5 10

48 45 CORPORATE NAMES

A bank with the additional authonty provided for 1n sections 48A 07 and 48A 08
may be orgamzed with a corporate name which may mnclude the words “trust” or “trust
company,” m addition to the word bank” or other words now permitted by law, and
the word “state’ shall not be a required part of the corporate name of any such state
bank

History (7661-2) 1931 ¢ 267 s 2, 1998 ¢ 331 5 11

48 46 AUTHORIZED SECURITIES PURCHASED

No state bank hereafter organized with authority to exercise fiduciary powers
pursuant to the provisions of sections 48A 07 and 48A 08, the corporate name of which
contamns the words “trust” or “trust company,” shall transact any banking or trust
company busmess until it shall have invested 1n and assigned, transferred to, and
deposited with the commuissioner the authorized securities described 1n and required by
section 48 37, relating to the authornzation of existing state banks to exercise such
fiduciary powers, and until the commuissioner of commerce has 1ssued the certificate
provided by section 47 16, and a certificate stating that such bank 1s qualified to
exercise the fiduciary powers set forth in sections 48A 07 and 48A 08

History (7661 3) 1931 ¢ 267 s 3, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 1 s 92,
1998 ¢ 3315 12

48 47 BANKING AND TRUST COMPANY BUSINESS

After the application of the corporation shall have been favorably acted on by the
department 1in comphance with sections 46 041 to 46 044, and upon compliance with
the terms hereof and the issuance of such certificates, the bank may commence the
transaction of banking and trust company business and may exercise, 1n addition to all
the powers and privileges conferred by law on state banks, the powers and privileges set
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forth 1n sections 48A 07 and 48A 08, and the bank shall thereafter comply with and be
subject to all of the provisions of law relating to state banks exercising such fiduciary
powers and privileges

History (7661 4) 1931 ¢ 267 s 4, 1994 ¢ 3825 6, 1998 ¢ 3315 13
48 475 [Repealed, 1998 c 331 s 41]
48 476 [Repealed, 1998 ¢ 331 s 41]

48 48 REPORTS TO COMMISSIONER

Subdivision 1 Submission and publication At least four times mn each year, and at
any other time when so requested by the commuissioner, every bank or trust company
shall, within 30 days of the date of notice, make and transmit to the commissioner or to
the commussioner s designee, m a form the comnussioner prescribes, a report, attested
to m the official minutes of 1ts directors, stating in detail, under appropriate heads, as
required by the commussioner, 1ts assets and habilities at the close of business on the
day specified n the request The commissioner may accept a report made to a federal
authornity having supervision of banks or trust compantes n fulfilling this requirement
That portion of the report constituting the statement of assets, liabilities, and capital
and statement of mcome and expenses must be made available to the public within 45
days of the notice at every location of the bank or trust company including detached
facilities and trust service offices

Subd 2 Penaluies for late submission For failure to send these reports to the
commuissioner or to the commissioner’s designee n the tume specified, a bank or trust
company shall forfeit to the state the sum of $25 for each day of delay and shall pay the
accumulated sum to the commussioner upon a formal demand for payment by the
commussioner If it appears that a report was transmitted by a bank or trust company
on or before the end of the 30 day period, the commussioner shall waive any forfeit In
the event it does not appear that a report was timely transmitted, the commissioner
may nevertheless waive forfeit upon a showing by the bank or trust company to the
satisfaction of the commuissioner that failure to send the reports was the result of causes
beyond the control of the bank or tiust company

History (7674) RL s 2990, 1949 ¢ 355 1, 1951 ¢ 65 s 1, 1961 ¢ 298 s 3, 1963 ¢ 153 s
8, 1979 ¢ 98 5 1, 1981 ¢ 220 s 11, 1982 ¢ 473 5 13, 1984 ¢ 543 5 2, 1984 ¢ 576 s 14,15,
1986 ¢ 444, 1989 ¢ 166 s 7, 1995 ¢ 202 art 25 16,17

48 49 BOOKS TO BE KEPT

Every such bank shall open and keep such books and accounts as the commuisston-
er may prescribe, for the purpose of keeping accurate and convenient records of 1ts
transactions

History (7675) RL s 2991, 1995 ¢ 202 art 25 18

48 50 DEMAND DEPOSITS, INTEREST

No bank shall, directly or indirectly, by any device, pay any mterest on any depostt
which 1s payable on demand

History (7697 10) 1937 ¢ 403 s 1, 1957 ¢ 601 s 19

48 51 DEMAND DEPOSITS DEFINED

For the purpose of this section and section 48 50 all deposits are payable on
demand except

(1) Those deposits which are evidenced by a negotiable or nonnegotiable mnstru-
ment which provides on 1ts face that the amount of the deposit 1s payable

(a) on a certam date, specified mn the instrument, not less than 14 days after the
date of the depostt, or (b) at the expiration of a specified period not less than 14 days
after the date of the instrument, or (c) upon written notice to be given not less than 14
days before the date of repayment
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(2) Those deposits which may not be withdrawn within 14 days of the making
thereof

(3) Those deposits which may not be withdrawn withm 14 days of the giving of
notice of an intended withdrawal

(4) Those deposits 11 which the above 14-day munimums are in conflict with
federal law or regulations

Hustory (7697 11) 1937 ¢ 403 s 2, 1981 ¢ 220 s 12, 1984 ¢ 576 s 16, 1987 ¢ 349 art 1
s 16

48 511 [Repealed, 1983 ¢ 225 s 11]

48 512 PROCEDURES FOR OPENING CHECKING ACCOUNTS

Subdivision 1 Defimtions For the purpose of this section the following terms have
the meanings given

(a) “Financial intermediary” means any person doing busmess 1n this state who
offers transaction accounts to the pubhc

(b) “Transaction account” means a deposit or account established and maintained
by a natural person or persons under an mdividual or business name for personal,
household, or business purposes, on which the depositor or account holder 1s permutted
to make withdrawals by negotiable or transferable instruments, payment orders of
withdrawal, or other sumilar device for the purpose of making payments or transfers to
third persons or others, including demand deposits or accounts subject to check, draft,
negotiable order of withdrawal, share draft, or other similar item A transaction
account does not mclude the deposit or account of a partnership having more than
three partners, the personal representative of an estate, the trustee of a trust or a
limited partnership

Subd 2 Requured mformation Before opening or authorizing signatory power
over a transaction account, a financial intermediary shall require one applicant to
provide the following information on an application document signed by the applicant

(a) full name,

(b) barth date

(c) address of residence,

(d) address of current employment, 1f employed,

(e) telephone numbers of residence and place of employment, 1if any,

(f) social security number,

(g) driver’s license or i1dentification card number 1ssued pursuant to section 171 07
If the apphcant does not have a driver’s license or identification card the applicant
may provide an identification document number 1ssued for identification purposes by
any state, federal, or foreign government 1f the document includes the applicant’s
photograph, full name, birth date, and signature A valid Wisconsin driver’s license
without a photograph may be accepted in satisfaction of the requirement of this
paragraph until January 1, 1985,

(h) whether the applicant has had a transaction account at the same or another
financial intermediary within 12 months immediately preceding the application, and if
so, the name of the financial intermediary,

(1) whether the applicant has had a transaction account closed by a financial
intermediary without the applicant’s consent within 12 months immedately preceding
the application, and if so, the reason the account was closed, and

() whether the applicant has been convicted of a criminal offense because of the
use of a check or other similar item within 24 months immediately preceding the
application

A fmancial mtermediary may require an applicant to disclose additional informa-
tion
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An applicant who makes a false materal statement that the apphcant does not
believe to be true in an application document with respect to mformation required to
be provided by this subdivision 1s guilty of perjury The financial ntermediary shall
notify the applicant of the provisions of this paragraph

Subd 3 Confirm no wnvoluntary closing Before opening or authorizing signatory
power over a transaction account, the financial intermediary shall attempt to verify the
information disclosed for subdwvision 2, clause (1) Inquiries made to verify this
information through persons in the business of providing such imnformation must mclude
an inquiry based on the applicant’s 1dentification number provided under subdivision 2,
clause (g) The fiancial intermediary may not open or authorize signatory power over
a transaction account if (1) the applicant had a transaction account closed by a financial
mtermediary without consent because of 1ssuance by the applicant of dishonored checks
within 12 months immediately preceding the apphcation, or (u) the applicant has been
convicted of a criminal offense because of the use of a check or other similar item
within 24 months immediately preceding the application

If the transaction account 1s refused pursuant to this subdivision, the reasons for
the refusal shall be given to the applicant i writing and the applicant shall be allowed
to provide additional information

Subd 4 Identification 1s required A fmancial mtermediary shall not open or
authorize signatory power over a transaction account 1f none of the applicants provides
a driver’s hcense, identification card, or identification document as required by
subdivision 2 If the apphcant provides a driver’s license or identification card issued
under section 171 07, the financial intermediary must confirm the 1dentification number
and name on that card through the records of the department of public safety The
fmancial intermediary need not confirm this mformation if the checking account
apphcant presents a driver’s hcense 1mpervious to alteration as 1s reasonably practicable
mn the design and quality of material and technology The financial mtermediary need
not confirm this mformation if an employee of the fmancial intermediary has known
the 1dentity of the apphcant for at least one year prior to the time of the apphcation,
and the employee provides a signed statement confirming that fact When a mnor 1s
the applicant and the munor does not have a driver’s license or identification card
1ssued pursuant to section 171 07, the identification requirements of subdivision 2,
clause (g), and this subdivision are satisfied 1if the mmor’s parent or guardian provides
wdentification of that person’s own that meets the identification requirement The
financial intermediary may waive the 1dentification requirement 1f the applicant has had
another type of account with the fmancial intermediary for at least one year immediate
ly preceding the tume of application

Subd 4a Identification not required for debit card transactions The identifica-
tion requirements of subdivision 4 do not apply to a transaction account that 1s
accessible exclusively by debit card A debit card activates a transaction account at a
fmancial intermediary by means of an electronic information processing device and
contemporaneously completes the debt to the account only on the condition that funds
are available and confirmed

Subd 5 No habihty The requirements of this section do not impose any habihty
on fiancial intermediaries offering transaction accounts or, except as provided in
subdwvisions 3 and 4, limit a financial intermediary’s discretion as to whether to grant or
deny an application subject to this section This subdivision does not exempt a financial
intermediary from civil penalties imposed under section 45 027

Subd 6 [Repealed, 1995 ¢ 202 art 4 § 25]

Subd 7 Transaction account service charges and charges relating to dishonored
checks (a) The establishment of transaction account service charges and the amounts
of the charges not otherwise limited or prescribed by law or rule 1s a business decision
to be made by each financial intermediary according to sound business judgment and
safe, sound financial institution operational standards In establishing transaction
account service charges, the financial intermediary may consider but 1s not limited to
considering
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(1) costs incurred by the mstitution, plus a profit margin, in providing the service,
(2) the deterrence of misuse by customers of financial institution services,

(3) the establishment of the competitive position of the financial institution m
accordance with the mstitution’s marketing strategy, and

(4) maintenance of the safety and soundness of the institution

(b) Transaction account service charges must be reasonable n relation to these
considerations and should be arrived at by each financial intermediary on a competitive
basis and not on the basis of any agreement, arrangement, undertaking, or discussion
with other financial intermediaries or their officers

(¢) A financial intermediary may not unpose a service charge m excess of $4 for a
dishonored check on any person other than the issuer of the check

Subd 8 Check labeling A person providing prmted checks for a transaction
account shall print the month and year that the original order was receved or the
month and year that appears on the facsimile of the check from which the new checks
are produced, unless the applicant has an existing account mn good standing or a
previous account 1n good standing within the past five years that was voluntarily closed
This subdivision no longer applies after the account has been open and m good
standing for one year

Subd 9 Powers affecting checking accounts, other financial mformation The
commussioner of commerce may exercise the powers authorized under section 45 027 if
the commuissioner has reason to believe that a financial intermediary or drawer has
failed to

(1) comply with the verfication requirements of subdivision 2, 3, or 4, or
(2) release information as required under section 609 535, subdivision 7

History 1983 ¢ 225 5 5, 1984 ¢ 436 s 32, 1984 ¢ 576 s 12, 1986 ¢ 339 s 3, 1986 ¢
444, 1989 ¢ 129 s 1, 1991 ¢ 256 s 16, 1992 ¢ 587 art 1 s 15, 1997 ¢ 157 s 27

48 513 FINANCIAL INTERMEDIARY FEES

A fmancial intermediary may charge a fee for the assembly, production, and
copying of records requested under chapter 13A not to exceed the schedule estab-
lished from time to time by the Federal Reserve System under Regulation S, Code of
Federal Regulations, title 12, part 219, except that a fee may not be imposed if the
records are requested by a law enforcement agency or prosecuting authority This
section does not apply to requests made under section 609 535 For purposes of this
section, ‘ financial intermediary” has the meaning given 1n section 48 512, subdivision 1

History 1991 c 25657
48 515 [Repealed, 1965 c 811 art 10 s 336 10 102]
48 518 [Repealed, 1965 ¢ 811 art 10 s 336 10 102]
48 521 [Repealed, 1969 c 725 s 32]
48 522 [Repealed, 1969 ¢ 725 s 32]
48 523 [Repealed, 1969 ¢ 725 s 32]
48 524 [Repealed, 1969 c 725 s 32]
48 525 [Repealed, 1969 c 725 s 32]
48 526 [Repealed, 1969 c 725 s 32]
48 527 [Repealed, 1969 ¢ 725 s 32]
48 528 [Repealed, 1969 ¢ 725 s 32]
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48 53 [Repealed, 1943 ¢ 620 s 9]
48 54 [Repealed, 1943 ¢ 620 s 9]
48 55 [Repealed, 1943 ¢ 620 s 9]
48 56 BANKING INSTITUTIONS MAY USE FEDERAL BANKING LAWS

Subdivision 1 General powers The board of directors of a banking institution may
enter nto a contract, mcur an obligation, or generally do what 1s necessary or
appropriate to make use of United States Code, title 12, section 1811, or any act or
resolution of Congress enacted or resolved to aid, regulate, or safeguard banking
mstitutions and their depositors

Subd 2 General rights and privileges Memberships, loans, subscriptions, con
tracts, grants, rights, or privileges that, under the act or resolution, are available to or
enure to banking institutions, or their depositors, creditors, stockholders, receivers, or
liquidators may be taken advantage of under this section

Subd 3 Purchase of FDIC secunities The board may subscribe for and acquire
securities of the Federal Deposit Insurance Corporation

Subd 4 Complymg with FDIC requirements The board may comply with the
corporation’s requirements

History (7658 7) 1935 ¢ 3195 2, 2000 ¢ 427 s 7
48 57 [Repealed, 1Sp1985 ¢ 13 s 376]
48 58 [Repealed, 1Sp1985 ¢ 13 s 376]

48 59 COMMISSIONER MAY ACCEPT EXAMINATIONS AND REPORTS OF COR
PORATION

Subdivision 1 The commissioner may accept, i lieu of any examination autho-
rized by the laws of this state to be conducted by the department of a banking
institution, the examination that may have been made of same withm a reasonable
period by the federal deposit insurance corporation, or the federal reserve bank,
provided a copy of this examination 1s furnished to the commuissioner The commission-
er also has the discretionary authority to accept any report relative to the condition of a
banking mstitution which may have been obtamed by the corporation within a
reasonable period, 1 lieu of a report authorized by the laws of this state to be required
of the instrtution by the department, provided a copy of this report 1s furmshed to the
commissioner

Subd 2 The commissioner may furnish to the corporation, or to any official or
examuner thereof, a copy or copies of any or all examinations made of any such banking
mstitutions any deposits of which are msured by the corporation and of any or all
reports made by same, and shall give access to and disclose to the corporation, or any
official or examiner thereof, any and all mformation possessed by the office of the
commussioner with reference to the conditions or affairs of any such msured mstitution

Subd 3 Nothing 1n this section shall be construed to limit the duty of any banking
mstitution 1 this state, deposits of which are to any extent msured under the provisions
of Section § of the “Banking Act of 1933” (Section 12B of the Federal Reserve Act, as
amended (Mason’s United States Code Annotated, title 12, section 264)), or of any
amendment of or substitution for the same, to comply with the provisions of that act,
its amendments or substitutions, or requirements of the corporation relative to
examinations and reports, nor to limit the powers of the commussioner with reference
to examnations and reports under any law of ttus state

History (7658 9) 1935 ¢ 3195 4 1957 ¢ 601 s 20, 1986 ¢ 444
48 60 [Repealed, 1987 ¢ 349 art 1 s 40]
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48 605 STATE BANKS, EMPLOYEE STOCK OPTION AND STOCK PURCHASE
PLANS

Subdivision 1 Any state bank may grant options to purchase, sell, or enter into
agreements to sell shares of 1ts capital stock to 1ts employees, for a consideration of not
less than 100 percent of the fair market value of the shares on the date the option 1s
granted or, 1If pursuant to a stock purchase plan, 85 percent of the fair market value on
the date the purchase price 1s fixed, pursuant to the terms of an employee restricted
stock option plan or employee stock purchase plan which has been adopted by the
board of directors of the bank and approved by the holders of at least three fourths of
the outstanding shares of the bank entitled to vote and by the commussioner of
commerce Stock options issued hereunder shall not extend beyond a period of ten
years from date of issuance and shall otherwise qualify as restricted stock options under
the Internal Revenue Code, and acts amendatory thereof

Subd 2 Employee stock options and stock purchase agreements may provide that
options may be exercisable or that shares may be purchased on any business day

Subd 3 Any state bank to carry out the provisions of this section, may imcrease 1ts
capital stock as provided by law and upon approval of the commissioner of commerce
as provided by Mmnesota Statutes 1961, section 48 04, except that the provisions of
said section requiring the entire new capital to be immediately paid n cash shall not
apply Notwithstanding any law to the contrary the bank may hold such authornzed but
unissued new capital stock but only for the purpose of disposing of the same by the
issuing of shares to 1ts employees as authorized by this section All proceeds from the
issuance and sale of such shares shall be paid into the capital and surplus of the bank
Stock and options issued pursuant to this section shall not increase the capital or
surplus of the bank until the stock 1s paid for mn full in cash and certified to the
COMMISSIONET

History 1965 ¢ 369s 1, 1969 c 65 8, 1983 ¢ 216 art 1 s 14, 1983 ¢ 289 s 114 suvd 1,
1984 c 655 art 15 92

48 61 AUTHORIZED INVESTMENTS FOR STATE BANKS AND TRUST COMPA
NIES

Subdivision 1 Any bank or trust company orgamzed under the laws of this state 1s
authorized to nvest not to exceed 20 percent of 1ts capital and surplus in the capital
stock of any agricultural credit corporation orgamzed under the laws of this state, and
entitled to discount privileges with any federal mtermediate bank organized under the
laws of the United States

Subd 2 Any such bank or trust company may mvest not to exceed five percent of
its capital and surplus in shares of stock in small business mvestment companies
organmized under the provisions of the Small Business Investment Act of 1958

Subd 3 The bank or trust company may imvest not to exceed ten percent of its
capital and surplus 1n shares of stock n any banks or bank holding companies wherem
the stock of the banks or bank holding compantes 1s (1) owned exclusively by bank
holding compames or banks, and (2) at least 51 percent of the voting stock 1s owned or
controlled by bank holdimg companies or banks authorized to do business m the state
of Minnesota

Subd 4 Any such bank or trust company may make equity or debt imnvestments m
limited partnerships, lmited liability companies, corporations, or projects designed
primarily to promote community welfare, such as the rehabilitation or development of
economically depressed residential, commercial, or industrial areas A bank or trust
company mvestment m any one limited partnership, limited hability company, corpora-
tion, or project shall not exceed five percent of 1ts capital and surplus and 1ts aggregate
mvestment 1n all such limited partnerships, limited lhability companies, corporations, or
projects shall not exceed ten percent of its capital and surplus

Subd 5 In the absence of an express provision to the contrary, whenever any
statute, rule, charter, trust indenture, authorizing resolution, or other instrument

Copyright © 2000 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 2000

121 BANKS 4861

governing the mvestment of funds of a banking mstitution, as defined 1n section 48 01,
subdivision 2, directs, requires, authorizes, or permits direct mvestment in certain
obligations, mvestment 1n these obligations may be made either directly or in the form
of securities of, or other interests in, an imvestment company registered under the
Federal Investment Company Act of 1940, whose shares are registered under the
Federal Securities Act of 1933

Shares of investment companies whose portfolios contain mvestments which are
subject to limits under other state law or rule as direct investments may only be held 1n
an amount not 1n excess of 20 percent of the banks’ capital stock and paid 1n surplus n
each such mvestment company These obligations shall be carried at the lower of cost
or market on the banks’ books and adjusted to market on a quarterly basis

Subd 6 Any bank may nvest in the voting stock of the Federal Agricultural
Mortgage Corporation created pursuant to the Agricultural Credit Act of 1987, Pubhc
Law Number 100 233, in an amount not to exceed the greater of ten percent of the
bank’s capital and surplus or the amount required by the Federal Agricultural
Mortgage Corporation for the bank to qualify for its participation 1n the corporation’s
programs

Subd 7 Subsidiaries (a) A state bank or trust company may organize, acquire, or
mnvest 1n a subsidiary located 1n this state for the purposes of engaging i one or more
of the following activities, subject to the prior written approval of the commussioner

(1) any activity, not including receving deposits or paying checks, that a state bank
1s authorized to engage 1n under state law or rule or under federal law or regulation
unless the activity 1s prohibited by the laws of thus state,

(2) any activity that a bank clerical service corporation 1s authorized to engage n
under section 48 89, and

(3) any other activity authorized for a national bank, a bank holding company, or a
subsidiary of a national bank or bank holding company under federal law or regulation
of general applicability, and approved by the commuissioner

(b) A bank or trust company subsidiary may engage m an activity under thus
section only upon application together with a filing fee of $250 and with the prior
written approval of the commuissioner In approving or denying a proposed activity, the
commussioner shall consider the fmancial and management strength of the bank or
trust company, the current written operating plan and policies of the proposed
subsidiary corporation the bank or trust company’s community remvestment record
and whether the proposed activity should be conducted through a subsidiary of the
bank or trust company

(c) The aggregate amount of funds invested in either an equty or loan capacity i
all of the subsidiaries of the bank or trust company authorized under this subdivision
shall not exceed 25 percent of the capital stock and paid in surplus of the bank or trust
company

(d) A subsidiary organized or acquired under this subdivision 1s subject to the
examination and enforcement authority of the commissioner under chapters 45 and 46
to the same extent as a state bank or trust company

(e) For the purposes of this section, “subsidiary” means a corporation of which
more than 50 percent of the voting shares are owned or controlled by the bank or trust
company

Subd & Parity with national banks A state bank or trust company may invest in
any securities that are authorized mvestments for national banks on May 27, 1989,
subject to the same restrictions as apply to national banks The commissioner may
authorize a state bank or trust company to nvest m any securities that become
authorized investments for national banks after May 27, 1989, subject to the same
restrictions as apply to national banks This authority 1s in addition to the investment
authority granted to state banks under other provisions of state law
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Subd 9 Merger with subsidiaries, anthonty (a) Notwithstanding any other law to
the contrary, a bank may merge a subsidiary authorized and established according to
this section nto 1tself 1f 1t owns 100 percent of the outstanding voting stock

(b) A merger of a subsidiary authorized by subdivision 1 must conform to the
procedures 1n section 302A 621

(c) Before filing the articles of merger with the secretary of state, the merger plan
must be filed with and approved n writing by the commussioner who shall determine
that

(1) the provisions of section 302A 621 are followed, and

(2) the merger will not have an undue adverse effect on the safety and soundness
of the bank

Subd 10 Subsidiaries organized for purposes of corporate reorgamzation A
subsidiary may be orgamzed solely for purposes of liquidating assets m a reorganization
subject to the following conditions

(1) the subsidiary must be a bank holding company whose assets and liabilities and
subsidiary bank control have been removed, and

(2) the operations of the subsidiary must be Iimited to the time period reasonably
related to the completion of the reorganization

History (7677 1) 1935 ¢ 174, 1963 ¢ 1535 9, 1969 ¢ 7725 6, 1974 c 421 5 1, 1980 ¢
44551, 1981 c 116551, 1982 ¢ 6325 2, 1985 ¢ 1875 1, 1985 c 248 s 70, 1987 ¢ 349 art I s
17,18, 1988 ¢ 631 5 4, 1989 ¢ 1295 2, 1989 ¢ 341 art 2 5 1, 1993 ¢ 257 s 21 23, 1995 ¢ 202
art 1510, art 25 19, 1997 ¢ 157 5 28,29

48 611 [Repealed, 1995 ¢ 202 art 1 s 26)

48 62 BANKS MAY ISSUE NOTES OR DEBENTURES

With the approval of the commuissioner any banking institution may, at any time,
through action of its board of directors and without requiring any action of its
stockholders, 1ssue and sell 1ts capital notes or debentures These capital notes or
debentures shall be subordmate and subject to the claims of depositors and may be
subordinated and subjected to the claims of other creditors

In determining whether the capital of any banking mstitution 1s impaired, out
standing capital notes or debentures legally 1ssued by the imstitution and sold by 1t to
the reconstruction fiance corporation, shall not be considered as liabilities of the
mstitutions, but for all other purposes they shall be, and shall be considered as,
Liabilities of the mstitution

No capital notes, or debentures, shall be retired or paid by any such institutions 1if
this retirement or payment would 1mpair the capatal of the nstitution

These capital notes or debentures shall 1n no case be subject to any assessment
The holders of the capital notes or debentures shall not be held individually responst
ble, as holders, for any debts, contracts, or engagements of the institutions, and shall
not be held hable for assessments to restore impairments m the capital of the
mstitution

Any required reserve established for the retirement of capital notes or debentures
may be considered as surplus, and the term “surplus” in any laws of this state
pertamning to state banks shall be deemed to include such reserve, if an agreement 1s
filed with the commissioner to transfer such reserve to surplus upon the request of the
comnussioner after the capital notes or debentures have matured

History (7697 7) 1935 ¢ 305 s 1, 1967 ¢ 102s 9
48 63 BANKS NEED NOT GIVE SECURITY FOR DEPOSITS

Notwithstanding any provisions of law of this state requiring security for deposits
1n any bank or trust company mn the form of collateral, surety bond or any other form,
security for such deposits shall not be required to the extent the deposits are insured
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under the provisions of Section 12B of the Federal Reserve Act, as amended (Mason’s
United States Code Annotated, title 12, section 264), or any amendments thereto

History (7697 8) 1935 ¢ 317 s 1

48 64 DEPOSITS OF TRUST FUNDS

Any person, firm, or corporation appointed by a court of competent jurisdiction as
representative of the estate of a deceased person, or as guardian or conservator, or any
trustee of a firefighters’ relief association, or any referee, receiver, or trustee appomnted
by a court of record i this state, may deposit funds for safekeepng and disbursing,
unless otherwise directed by the court, m any bank, credit union, if the beneficial owner
18 a member, or trust company, however organized, the deposits of which are msured,
1 whole or n part, by an agency of the federal government insuring deposits, to the
extent that the funds so deposited are fully insured

History (7697 9) 1937 ¢ 318 s 1, 1977 ¢ 429 5 63, 1986 ¢ 444, 1993 ¢ 257 s 24, 1999
cl71s5

48 65 [Repealed, 1998 ¢ 331 s 41]
48 66 [Repealed, 1998 ¢ 331 s 41]
48 67 [Repealed, 1998 ¢ 331 s 41]
48 68 [Repealed, 1998 ¢ 331 s 41]
48 69 [Repealed, 1998 ¢ 331 s 41}
48 70 [Repealed, 1998 ¢ 331 s 41]
48 71 [Repealed, 1998 ¢ 331 s 41]
48 72 [Repealed, 1998 ¢ 331 s 41]
48 73 [Repealed, 1998 ¢ 331 s 41]

48 74 FUNDS AND PROPERTY HELD IN FIDUCIARY CAPACITY

Besides 1ts general books of account, it shall keep separate books for all fiduciary
accounts All funds and property held by 1t 1n a fiduciary capacity shall at all tumes be
kept separate from its own funds and property, and all fiduciary funds deposited or
held as fiduciary by the bank awaiting mvestment shall be carried 1n a separate account,
and shall not be used by the bank i1n the conduct of its business, unless the bank, under
authorization by its board of directors, first delivers to the commussioner of commerce,
as collateral security (1) Bonds, notes, bills, certificates of indebtedness, or other direct
obligations of the United States or its imstrumentalities, or obligations fully guaranteed
by the United States as to principal and imnterest, or (2) other readily marketable
securities of the classes in which said trust companies or state banks exercising trust
powers are authorized or permitted to nvest trust funds under the laws of this state
Every security or property in which the funds held by 1t as trustee, personal representa-
tive, guardian, conservator, receiver, or assignee, or 1 any other fiduciary capacity are
mnvested, shall at once upon receipt thereof be immediately entered in the proper books
as belonging to the particular fiduciary account whose funds have been mvested
therem Any change i such mvestinent shall be fully specified in and under the
account of the particular fiduciary account to which 1t belongs, so that all fiduciary
funds and property can be readily identified at any tuime, by any person Any trust
company ncorporated under the laws of this state and any national banking association
authorized to act mn a fiduciary capacity in this state, when acting m a fiduciary
capacity, either alone or jointly with an individual or individuals, may, with the consent
of such individual fiduciary or fiduciaries, who are hereby authorized to give such
consent, cause any stocks, securities, or other property now held or hereafter acquired
m such capacity to be registered and held m the name of a nommee or nomimnees of
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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

History (7739) RL s 3044, 1943 ¢ 339 s 1, 1959 ¢ 88 5 14, 1983 ¢ 289 s 114 subd 1,
1984 c 655 art 1592, 1999¢c 17155

48 75 [Repealed, 1998 ¢ 331 s 41]
4876 [Repealed, 1998 ¢ 331 s 41]
48 77 [Repealed, 1998 c 331 s 41]
48 78 [Repealed, 1998 ¢ 331 s 41]
48 79 [Repealed, 1998 ¢ 331 s 41]
48 80 [Repealed, 1998 ¢ 331 s 41]
48 81 [Repealed, 1998 c 331 s 41]
48 82 [Repealed, 1998 c 331 s 41]
48 83 [Repealed, 1998 c 331 s 41]
48 84 [Repealed, 1998 c 331 s 41]
48 841 [Repealed, 1998 ¢ 331 s 41]
48 845 [Repealed, 1998 c 331 s 41]
48 846 [Repealed, 1998 c 331 s 41]
48 85 [Repealed, 1998 ¢ 331 s 41]
48 86 [Repealed, 1998 ¢ 331 s 41]
48 87 [Repealed, 1Sp1985 ¢ 13 s 376]

48 88 VIOLATIONS, PENALTIES

Subdivision 1 Any officer or employee of a bank or trust company who violates
the provisions of sections 48 15 and 48 16 to 48 20, or who consents thereto or connives
thereat, shall be guilty of a gross misdemeanor

Subd 2 [Repealed, 1994 c 382 s 15]

History (7699 13 1/2a, 7699 19) 1927 ¢ 257 5 6, 1929 ¢ 144 s 2, 1Sp1981 c 4 art 2 s

48 89 CLERICAL SERVICE CORPORATION

Subdivision 1 For the purposes of this section the following terms defined 1n this
subdivision have the meanings given them

(a) The term commuissioner means the commussioner of commerce

(b) The term clerical services means services such as check and deposit, sorting
and posting, computation and posting of interest and other credits and charges,
preparation and mailing of checks, statements, notices, and similar items, or any other
clerical, bookkeeping, accounting, statistical, or sumilar functions performed for a bank

(c) The term clerical service corporation means a corporation organized as a
busmess corporation to perform clerical services for two or more banks, each of which
owns part of the capital stock of such corporation

(d) The term 1nvest includes any advance of funds to a clerical service corporation,
whether by the purchase of stock, the making of a loan, or otherwise, except a payment
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for rent earned, goods sold and delivered, or services rendered prior to the making of
such payment

(e) The term banks 1s defined as prescribed m section 46 046

Subd 2 (a) No hmitation or prohibition otherwise imposed by any provision of
state law exclusively relating to banks shall prevent any two or more banks from
mvesting not more than ten percent of the paid-in and unmpaired capital and
ummpaired surplus of each of them i a clerical service corporation if 1 stock of such
a corporation and 15 percent of unimpaired capital and umumpaired surplus if m the
making of a loan or extending credit to such a corporation In no event shall the
aggregate of the investments 1n stock and loans exceed 15 percent of the unimpartred
capital and ummpaired surplus of the mvesting bank

(b) If stock 1 a clerical service corporation has been held by two banks, and one
of such banks ceases to utilize the services of the corporation and ceases to hold stock
m 1t, and leaves the other as the sole stockholding bank, the corporation may
nevertheless continue to function as such and the other bank may continue to hold
stock 1n 1t

Subd 3 Whenever a bank, referred to m this section as an “applymg bank,”
applies for a type of clerical services for itself from a clerical service corporation which
supplies the same type of clerical services to another bank, and the applying bank 1s
competitive with any bank, referred to n this section as a “stockholding bank,” which
holds stock m such corporation, the corporation must offer to supply such services by
either

(1) Issuing stock to the applymng bank and furmshing clerical services to 1t on the
same basis as to the other banks holding stock n the corporation, or

(2) Furnishmg clerical services to the applying bank at rates no higher than
necessary to fairly reflect the cost of such services, mcluding the reasonable cost of the
capital provided to the corporation by its stockholders,

at the corporation’s option, unless comparable services at competitive overall cost
are available to the applying bank from another source, or unless the furmishing of the
services sought by the applymmg bank would be beyond the practical capacity of the
corporation In any action or proceeding to enforce the duty imposed by this section, or
for damages for the breach thereof, the burden shall be upon the clerical service
corporation to show such availability

Subd 4 No clerical service corporation may engage in any activity other than the
performance of clerical services for banks

Subd 5 No bank may cause to be performed, by contract or otherwise, any clerical
services for 1tself from a clerical service corporation or any other person, whether on or
off 1ts premuses, unless assurances satisfactory to the commissioner are furmished to the
comnussioner by both the bank and the party performing such services that the
performance thereof will be subject to regulation and examination by the commuissioner
to the same extent as if such services were bemng performed by the bank itself on its
OWN premises

Subd 6 A clerical service corporation shall not be considered a branch of any
bank owning shares 1n such corporation

History 1963 ¢ 140 s 1, 1983 ¢ 289 s 114 subd 1, 1984 ¢ 655 art 15 92, 1985 ¢ 248 s
19, 1992 ¢ 587 art 1 s 16

48 892 CLERICAL SERVICES OFFICES

A bank may perform clerical services, as defined 1n section 48 89, subdivision 1, for
itself at an off premises data processing and storage center located within the state if
the bank furnishes assurances satisfactory to the commaissioner that the performances
of those services will be subject to regulation and examination by the commuissioner to
the same extent as if the services were being performed at the bank’s mam office or
detached facility A data processing and storage center 1s not considered a branch or
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detached facility, as defined 1n section 4751 The establishment of a data processing
and storage center may include acquirmg real and personal property, which shall be
subject to section 47 10

History 1989 ¢ 12953

INTERSTATE BANKING

48 90 LEGISLATIVE INTENT

Subdivision 1 Severability It 1s the express intention of the Minnesota legislature
to act pursuant to the United States Code, title 12, section 1842(d), as amended by title
I of the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 to
provide for interstate banking on a nationwide basis and to preserve certain state law,
policy, and practices

Subd 2 Nonaffected activities Laws 1986, chapter 339 should not be construed to
Limit the power granted to a bank 1n this state to conduct its busmess or to lumit the
conduct of busmess by any bank holding company 1n which the operation of its banking
subsidiaries are principally conducted 1n this state

Subd 3 Prohibited activities Laws 1986, chapter 339 does not authorize

(1) the establishment 1 this state of branch offices of a banking subsidiary of any
out of-state bank holding company making an acquisition pursuant to Laws 1986,
chapter 339 if the banking subsidiary does not have 1its principal place of business n
this state, or

(2) the establishment in this state of branch offices of a bank having its prmcipal
place of busmess 1n this state unless authorized by sections 47 51 to 47 57

History 1986 ¢ 33954, 1995¢ 202 art 457

4891 TITLE
Sections 48 90 to 48 99 may be cited as the “Interstate Banking Act”
History 1986 ¢ 33955, 1995¢c 202 art 458

48 92 DEFINITIONS

Subdvision 1 Terms When used 1 sections 48 90 to 48 99, the terms defined in
this section have the meanmgs given them, unless their context requires a different
meaning

Subd 2 Control “Control,” with respect to a bank holding company, bank, or
bank to be orgamzed pursuant to chapters 46, 47, 48, and 300, means that term as
defined 1 section 46 048, subdivision 1

Subd 3 Bank. “Bank” means any bank, or bank and trust company which 1s now
or may hereafter be organized under the laws of this state that 1s an insured mstitution
as the term 1s defined 1n section 3(h) of the Federal Deposit Insurance Act, United
States Code, title 12, section 1813(h), that

(1) accepts deposits that the depositor has a legal right to withdraw on demand,
and

(2) engages 1n the business of making commercial loans

Subd 4 Commuissioner “Commissioner” means the commuissioner of commerce of
the state of Minnesota

Subd 5 Department “Department” means the department of commerce of the
state of Minnesota

Subd 6 Home state “Home state” ineans (1) with respect to a national bank, the
state m which the main office of the bank 1s located, (2) with respect to a state bank,
the state by which the bank 1s chartered, and (3) with respect to a bank holding
company, the state mn which the total deposits of all banking subsidiaries of the
company are the largest on the later of (1) July 1, 1966, or (n) the date on which the
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company becomes a bank holding company under the Bank Holding Company Act of
1956, as amended, United States Code, title 12, section 1842

Subd 7 Host state “Host state” 1s a state other than the home state of the bank
holding company, 1n which the company controls, or seeks to control, a bank subsidiary

Subd 8 Out of state bank holding company “Out of state bank holding company”
means a bank holding company as defined 1n the Bank Holding Company Act of 1956,
as amended, whose home state 1s a state other than Minnesota

Subd 9 Interstate bank holding company “Interstate bank holding company”
means (a) a bank holding company whose home state 1s Minnesota and that 1s engaging
in 1nterstate banking, and (b) an out-of-state bank holding company engaged m
banking in this state

Subd 10 Equty capital “Equity capital” means the sum of common stock,
preferred stock, paid in surplus, reserves for loss loans and undivided profits

Subd 11 Out-of state bank “Out-of state bank”™ means a bank whose home state
1s other than Minnesota

History 1986 ¢ 339 s 6, 1Sp1986 ¢ 3 art 2 s 24, 1987 ¢ 349 art 15 19, 1988 ¢ 616 s 1,
1990 c 491 art 4s 1, 1991 ¢ 296 s 1, 1994 ¢ 4845 1, 1995 ¢ 202 art 1 s 12, art 4 5 9 14

48 93 ACQUISITION PROCEDURE

Subdivision 1 Application An out of-state bank holding company may, through a
purchase of stock or assets of a bank, or through a purchase of stock or assets of or
merger with a bank holding company, acquire control in an existing bank or banks
whose home state 1s Mmnesota if 1t meets the conditions 1n this section, sections 46 047
and 46 048 and 1t files an application m writing with the commuissioner on forms
provided by the department The commussioner, upon receipt of the application, shall
act upon 1t m the manner provided for m sections 46 047 and 46 048, except that the
commissioner may extend the 60 day period an additional 30 days if m the commuission
er’s judgment any material iformation submitted 1s substantially inaccurate or the
acquiring party has not furnished all the information required by statute, rule, or the
commussioner Withm three days after making the decision to disapprove any proposed
acquisition, the commussioner shall notify the acquiring party mn writing of the disap
proval The notice must provide a statement of the basis for the disapproval

Subd 2 Hearmngs Within ten days of receipt of notice of disapproval pursuant to
subdivision 1, the acquiring party may request an agency hearing on the proposed
acquisttion At the hearmg, all issues must be determmed on the record pursuant to
chapter 14 and the rules 1ssued by the department At the conclusion of the hearmg
the commuissioner shall by order approve or disapprove the proposed acquisition on the
basis of the record made at the hearmg

Subd 3 Cnteria for approval Except as otherwise provided by rule of the
department, an application filed pursuant to subdivision 1 must contam the information
required by sections 46 047 and 46 048

Subd 4 Disapproval The commussioner shall disapprove any proposed acquisition
if

(1) the financial condition of any acquirmg person 1s such as might jeopardize the
financial stability of the bank or prejudice the interests of the depositors of the bank,

(2) the competence, experience, mtegrity of any acquiring person or of any of the
proposed management personnel mdicates that 1t would not be m the mterest of the
depositors of the bank, or 1n the interest of the public to permit the person to control
the bank,

(3) the acquisition will result 1n undue concentration of resources or substantial
lessening of competition 1n this state,

(4) the application 1s incomplete or any acquirmg party neglects, fails, or refuses to
furmsh all the mformation required by the commussioner,
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(5) a subsidiary of the acquiring bank holding company has failed to meet the
requirements set forth in the federal Commumty Reinvestment Act, or

(6) the bank to be acquired has not been 1 existence for at least five years For
purposes of this paragraph, a bank that has been chartered solely for the purpose of,
and does not open for business before, acquiring control of, or acqunng all or
substantially all of the assets of, an existing bank 1s considered to have been in
existence for the same period of tume as the bank to be acquired For determining the
time period of existence of a bank, the time period begins after the issuance of a
certificate of authorization and from the date the approved bank actually opens for
business

Subd 5 Appeals The court of appeals of the state of Mmnnesota will have
exclusive original jurisdiction of any judicial review of an order 1ssued under this
section The bank holding company that 1s the subject of the order may seek judicial
review at any time withm 90 days of the date of an order lawfully issued pursuant to
this section

History 1986 ¢ 339 s 7, 1986 ¢ 444, 1988 ¢ 616 s 2, 1990 ¢ 491 art 1 s 7, 1995 ¢ 202
art4s 1517

48 94 [Repealed, 1996 ¢ 414 art 1 s 44]
48 95 [Repealed, 1995 ¢ 202 art 4 s 26]

48 96 SUPERYVISION

The department may enter into cooperative and reciprocal agreements with
federal or state regulatory authorities responsible for supervision of out-of state bank
holding compamies for exchange or acceptance of reports of exammation and other
records from the authorities m lieu of conducting its own examinations The depart
ment may enter mto joint actions with federal or state regulatory authorities responsi
ble for supervision of out of-state bank holding companies to carry out 1ts responsibili-
ties and assure compliance with the laws of this state

Hastory 1986 ¢ 339 s 10, 1995 ¢ 202 art 4 5 18

48 97 Subdivision 1 [Repealed, 1995 ¢ 202 art 4 s 25]
Subd 2 [Repealed, 1995 ¢ 202 art 1 s 26, art 4 s 25]
Subd 3 [Repealed, 1995 ¢ 202 art 1 s 26 art 4 s 25]

Subd 4 [Repealed, 1995 ¢ 202 art 1 s 26, art 4 s 25]
48 98 [Repealed, 1995 ¢ 202 art 4 s 26]

48 99 SPECIAL ACQUISITIONS AUTHORIZED

Subdivision 1 Application criteria for approval Pursuant to the present require
ment of the United States Code, title 12, section 1842(d) and notwithstanding any other
provision of state law, an out of-state bank holding company, or any subsidiary of a
bank holding company, may acquire a bank located in this state where the commission
er has determined that a merger, consolidation, or purchase of assets and assumption
of habilities 1s necessary and m the public mterest to prevent the probable failure of a
bank or 1s made for the incorporation of a new bank in the same locality coincidental
with the closing of an existing bank by the commussioner or federal authorities and does
not increase the number of banks in the commumnty affected The acquisition 1s subject
to the prior written approval of the commuissioner of an application submitted under
this section and after the following considerations

(1) the financial and managenal resources of the applicant,

(2) the future prospects of the apphcant and the state bank or 1ts subsidiary whose
assets, mterest 1n, or shares 1t will acquire,

(3) the financial history of the applicant,
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(4) whether the acquisition or holding may result in undue concentration of
resources or substantial lessening of competition in this state, but any deposit concen-
tration limitations mmposed on the acquisition by Public Law Number 103-328, title 1,
section 101, (a)(2), may be waived by order of the commuissioner,

(5) the convenience and needs of the public of this state, and

(6) whether the acqusition or holding will strengthen the financial condition of the
state bank

Subd 2 Intrastate priority In determining the priority of applications submitted
to seek approval to acquire a bank located 1n this state which meets the criteria
subdivision 1, the commussioner shall give first consideration to the approval of
applications from applicants located 1n this state, then to reciprocating state bank
holding companies

Subd 3 Supervision The department may enter into cooperatve and reciprocal
agreements with federal or bank regulatory authorities of other states for exchange or
acceptance of reports of examination and other records from the authorities in lieu of
conducting 1ts own exarunations of acquiring reciprocatmg state bank holding compa
mes The department may enter into joint actions with federal or bank regulatory
authorities of other states to carry out 1ts responsibilities under Laws 1986, chapter 339
and assure compliance with the laws of this state

Subd 4 Reports A reciprocatmg state bank holding company that directly or
indirectly, through any subsidiary, acquires a bank pursuant to Laws 1986, chapter 339
shall file with the comnussioner copies of all regular and periodic reports which the
bank holding company 1s required to file under section 13 or 15(d) of the Securities
and Exchange Act of 1934, as amended, but excluding any portions not available to the
public, and such other reports as the commuissioner may require by rule

History 1986 ¢ 339 s 13, 1987 ¢ 349 art 1 s 22, 1995 ¢ 202 art 4 s 19
48 991 [Repealed, 1995 ¢ 202 art 4 s 25]

48 992 EXEMPTION

Subdvision 1 Resolution The board of directors of a bank or a bank holding
company located 1n this state may adopt a resolution before July 1, 1987, to exempt the
bank or bank holding company from section 48 93 If the board of directors adopts the
resolution and files a certified copy of 1t as required by subdivision 2, the bank or bank
holding company may not be acquired under section 48 93

Subd 2 Filing If a resolution 1s adopted under this section, the board of directors
shall file a certified copy of the resolution with the department 1n person or by certified
mail The board of directors may revoke the resolution by notifying the department 1n
writing of its decision to revoke the resolution

History 1986 ¢ 339 s 15, 1Sp1986 ¢ 3 art 2 5 26
48 993 [Expired]
48 995 [Expired]
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