IN THE COMMONWYEFALTH COURT O NNSYILVANIA

M. Diane Koken, @
Insurance Commissioner of the -
Commonwealih of Pennsylvania, .
Plainuff _
s
v- b
Reliance Insurance Company, : No. 269 M.D. 2001 =
Defendant :

(0] ROFLY ATION

AND NOW, this 3rd day of October, 2001, upon cansideration
of the Periion of M. Diane Koken, Insurance Commissioner of the
Commanwealth of Pennsylvania, in her capacity as Rehahilitator of Reliance
Insurance Company for Liguidation in accordance with Article V of the
Insurance Deparument Act of 1921, as amended, 40 P.S. §211, ey seq. and

the Consent therew, it is hereby ORDERED and DECREED rthar said
Pertirion is GRANTED.




1.  The rehabilitarion of Reliance Insurance Company
("Reliance™ or the “Company”) commenced under this Courr’s Order of
May 29, 2001 is hereby TERMINATED.

2.  Reliance is hereby found tw bhe and is declared
INSOLVENT, as that 1erm is defined in 40 P.S. §§ 221.3, and as provided
in40 P.S. §§ 221.14(1) and 221.19.

3. Commissioner M. Diane Koken and her successors in
office (the “Commissioner”) are hereshy APPOINTED Liquidaior of
Reliance and the Liquidator or her designees (the “Liquidator™) are directed
immediately 10 ke possession of Reliance’s property, business and affairs
as Liquidator, and to liquidate Reliance in accordance with Article V of the
Insurance Department Act of 1521, as amended (40 P.S. §§211 e seq.) (the
“Acr™), and to 1ake sich action ag the interest of the policyholders, creditars
or the public may require.

4. The Liquidator is herehy VESTED with all the powers,
rights, and duries authorized under the Act and other applicable law.

ASSETS O STAT

5. The Conunissioner, as Liquidator, is vested with ntle 10
all property, assets, conracts and rights of action (“assers”) of Reliance, of
whatever nature and wherever located, whether held directly ar indirectly, as
of the dawe of the filing of the Perition for Liquidation. All assers of
Reliance are hereby found to be in custodia legis of this Coutt; and this




Court specifically asserts, to the fullest extent of its authoriry, (2) in rem
jurisdicnon over all assets of the Company wherever they may be locawd
and regardless of whether they are held in the name of the Company or any
other name; (b) exclusive jurisdiction over all derermmnanans of the validity
and amount of claims against Reliance; and (c) exclusive jurisdicrion over
the derermination of the diswribution priarity of all claims against Reliance.

6.  The filing or recarding of the Order with the clerk of the
Commeonwealth Court oy with the recorder of deeds of the county in which
the principal business of Reliance is condncred, or the county in which its
principal office or place of business is Jocated, shall impart the same notice
as a deed, bill of sale or ather evidence of title duly filed or recarded with
that recorder of deeds would have imparted.

7. Al banks, investment bankers, companies, other enmties
or other persons having in their possession assets which are, or may be, the
praperty of Reliance, shall, unless otherwise inswucted by the Liguidator,
deliver the possession of the same immediately 1o the Liquidator, and shall
not disburse, convey, wansfer, pledge, assign, hypothecate, encumber or i
any manner disposc of the same without the prior wrinen consent of, or
unless directed in writing by, the Liquidaror.

8. Al persons and entinies are enjoined from disposing of or
destroying any records pertaining 1o any wansactions between Relignce and
any party.

9 The amount recoverable by the Liguidator from any
reinsurer shall not be reduced as a result of this Order of Liquidadon,
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regardless of any provision in a reinsurance contract or other agreement.
Payment made directly by the reinsurer 1o an insured or other creditor of
Reliance shall not diminish the reinsurer’s obligation to Reliance, except to
the exient provided by law.

10. Al agents, brokers, and ather persons having sold
policies of insuyrance issued by Reliance shall account for and pay all
uneamed commissions and all preminyas, collected and wncollected, for the
benefit of Reliance directly 1o the Liguidator, within 30 days of notice of this
Order. No agent, broker, reinsyrance intennediary or other person shall
disburse or use monies which come ino their possession and are owed 10, or

are claimed by, Reliance for any purpese other than payment fo the
Liquidator.

11.  If requested by the Liqmdamnr, all antomeys employed or
retained by Reliance or performing legal services for Reliance as of the dare
of this Order shall, within 30 days of such request, report to the Liguidaror
the name, company claim number (if applicable) and status of each matter
they are handling on behalf of Reliance. Said report shall include the fill
caption, docker number and name and address of opposing counsel in each
case and an accounting of any fimds received from or on behalf of Reliance
for any purpose and in any capacity.

12.  Any entity furnishing relephone, water, elecmic, sewage,
garbage, delivery, wash removal, or utility services to Reliance shall
maintain such service and create a new account for the Liquidator as of the
dare of this Order upon instructrion by the Liguidator.




13.  Any ently (including any affiliare of Reliance) which has
custody or canrrol of any data processing information and records (including
bur not limited 1o source documents, all types of elecironically stored
informarian, master tapes or any other recorded informarion) relating ieo
Reliance, shall mansfer custody and control of such records in a form
readable by the Liquidaror 1o the Liquidatar as of the date of this Order,
unless mswucted 10 the conrrary by the Liguidator.

14, Any ennty (including eny affiliate of Reliance)
furnishing claims processing or data processing services to Reliance shall
maintain such services and wansfer any such accounts 1o the Liguidator as of
the date of this Order, unless insoucted 1o the contrary by the Liquidaror.

15. Reliance, irs affiliates, and their officers, directars,
wustees, employees, consultants, agents, and anomeys, shall: surrender
peacefully to the Liquidaror the premises where Reliance conducts irs
business; deliver all keys ar access codes thereto and 1o any'safe depasit
boxes; advise the Liquidarar of the combinations or access codes of any safe
or safekeeping devices of Reliance or any password or authorization code of
access code required for access 1o data processing equipment; and shall
deliver and surrender peacefully to the Liquidator all of the assers, books,
records, files, eredit cards, and other property of Reliance in their possession
or conwral, wherever located, and otherwise advise and cooperate with the
Liquidaror in idenrifying and locating any of the foregoing.

16.  Except for contracts of insurance and for reinsurance, all
executory conmacts 10 which Reliance is a party as of the date of this Order




may be affirmed or disavowed by the Liquidatar within 20 days of the daje
of this Order.

CONTINUATION CANCELYLATION OF COV GE

17. Al policies and conmwacts of insurance, wherher issued
within this Commonwealth or elsewhere, in effect on the date of tis Order
shall continue in foree anly with respect o risks in effect at that time, for the
lesser of the following: (a) thirty days from the dare of this Order; (b) untl
the normal expiration of the policy or confract providing insurance coverage;
(¢) untl the insured has replaced the insurance coverage with equivalent
insurance with another insurer or atherwise terminated the policy; aor (d)
uniil the Liquidator has effected a wansfer of the policy obligation pursuant
1o Secrion 221.23(8). All policies or contracts of insyrance issued by
Reliance are hersby cancelled and terminared for all purposes effective thirty
days from rhe dare of this Order.

WORKERS COMPENSATION AND PERSONAL INJURY
PROTECTION CLATMS

18. For a period not 1o exceed 90 days from enny of this
Order, the Liquidator is authorized but not obligated, in her sole diseretion,
1o make arrangements for the continued payment in full of the claims under
policies of warkers compensarion and under policies providing personal
injury protection (PIF) by making the facilities, computer systiems, books,
records and arrangements with third party administrasors (to the extent
possible) of Reliance available for the processing and payment of such




claims, to any affecred guaranty associarion (or other enmty that is the
functional equivalenr) and 1o srates and stare officials holding swamtary
deposits for the benefit of such warkers compensarion and PIP claimants,
provided, hawever, that such guaranty associations, s1aies or stare officials
shall provide or make available the funds to make the acrual payment of
such claims., In circumstances where a guaranty association certifies in
writing to the Liquidator that it does not have the immediate ability to find
the payment of workers compensation and PIP clajims that are its obligation
by law, the Liquidatar is authorized 1o advance the funds, if available, from
Reliance to pay such claims on a icmpaorary basis for  period not 1o exceed
90 days, provided thar the guaranly association cmiers i & writen
agreement that such advances shall be weated as a dismburion pursuant 1o 40
P.S. §221.36. The Liquidator shall have the discretion 10 accepr such
interim assurances as she deems adcquate in lien of a formal agresment.

NOTICE AND PROCEDURES FOR FILING CLAIMS

19. The Liquidstor shall give norice by first-class mail o all
persons which or who may have claims against Reliance, contingent or
otherwise, as disclosed by irs books and recards, and advising claimants 10
file with the Liguidater their claims together with praper proofs thereof on
or before the date (which shall be no earlier than one year from the date of
the notice) the Liguidator shall specify therein. The Liquidator shall also
cause a novice ta be published in newspapers of general circulaton where
Reliance has its principal places of business, as well as in the nanonal
edition of the Wall Strect Journal, (a) specifying the last day for the filing of
claims; (b) advising a1l persons of the procedure by which all persons may




present their claims 1o the Liguidator; (¢) advising all persons of the
Liquidator’s office wherein they may present their claim; angd (d) advising
all persons of their right to present their claim or claims to the Liquidator.
Any and all persons, firms, or corparations having or claiming 1o have any
accounts, debts, claims or demands againsy Reliance, contingent or
otherwise, or claiming any right, title, or interest in any funds or propery in
the possession of the Liquidator are requived 1o file with the Liquidator at the
locarion designated in the above-deseribed norices, on or before the date
specified by the Liquidator as the last date wpon which 1o file a claim (which
shall be no carlier than one year fram the date of the noriee), & properly
complered proof of claim or be thereafier barred as claimants against any
assers in the hands of the Liquidator, unless a lare filing is permined under
40 P.S. §221.37. No person shall participate in any distribution of the assets
of Reliance unless such claims are filed and presented in accordance with
and wirhin the time limit established by the Ligquidaror, subject to the
provisions for the late filing of claims in 40 P.S. §221.37.

E S.PA TS SUITS

20. Withour filing a4 periion for diswribunion, the Liquidator
shall have the discretion to pay as costs and expenses of adminiswation,
pursuant to 40 P.8. §221.44, the acual, reasonable and necessary costs of
preserving or recovering assets of Reliance and the costs of goods or
services pravided o and approved by Reliance (In Rehabilitation) or this
Court during the period of Rehabilitation and that are unpaid as of the date
of this Order. The righis and liabilites of Reliance and of its credivors,




policyholders, mwusiees, shareholders, members, and all other persons
interested in this estate shall be determined in accordance with the Act as of
the date of the filing of the Peririon for Liquidation.

2]. Reliance, s affilistes, or their divectors, officers,
wustees, employees, amomeys, brokers, consultans, agents, insureds,
creditors, and any other persons, wherever located, are enjoined from: (a) the
wansaction of further business; (b) wansferring, selling, concealing,
rerminafing, canceling, destroying, disbursing, disposing of or assigning any
assets, funds or other property of any natre; (c) any interference, in any
manner, with Commissioner M. Diane Koken or her successors, or any of
her designees in liquidating Reliance’s business and affairs; (d) any wasie of
Reliance's assets or property; (€) the dissipation and wansfer of bank
accounts and negotiable instrumenits; (f) the instinitian or finther prosecution
of any actions in law ar equity an behalf of or against Reliance; (g) the
obwining of preferences, judgments, attachments, garnishments or liens
against Reliance’s assers, property and policyholders; (h) the levy of
execution process against Reliance and its @ssets, property and
policyholders; (i) the negotiation or execuyton of any agreement of sale or
deed conveying personal or real property for nonpayment of taxes or
assessments or for any other purpose; (j) withholding from the Liquidator or
her designees or removing, cancealing, wansferring or deswoying books,
accounts, documents, policies or palicy related documents or other records
relaring 1o Reliance’s business; (k) making any assessments or indirecily
collecting such assessments by seming thern off against amounts otherwise
payable to Reliance; () anempting to collect unpaid premiums, deductibles




or self insured retentions from Reliance’s insureds; and (m) the 1aking of any
other action which might lessen the value of Reliance’s assels or property,
prejudice the rights and interests of policyholders nd creditors, or imerfere
in the adminisration of the proceeding.

22.  Unless the Liquidator consents sherewn in writing, no
action at law or equity, or arbiration or mediation, shall he brought against
Reliance or the Liguidasor, whether in this Commonwealth or elséwhere, nor
shall any such existng action be maintained or further prosecuted afier the
datc of this Order. All acrions, including arbitrarions and mediations,
currently pending against Reliance in the courts of the Commonwealth of
Pennsylvania or elsewhere are hereby stayed. All actions, arbiwations and
mediarions, against Reliance or the Liquidator shall be submined and
considered as claims in the lignidation proceeding.

23. Al proceedings in which Reliance is obligared 1o defend
a party in any court of this Commonwealth are hereby stayed for ninety (90)
days from the date this Order. The Liquidator, pursuani 10 40 P.S.
§221.5(a), her designees and/or the Permsylvania Praparty and Casnalty
Insurance Guaranty Association may perition this Court for exiensions as
needed in vhe exercise of their respective discretion.  With respect 1o suits
and other proceedings i which Reliance is obligated to defend a party,
pending outside the Commaawealth of Pennsylvania and in federal courts of
the Unired Startes, this Order conatinures the request of this Court for comity
in the imposition of 2 90-day stay by such counts or wibunals, and thar those
courts afford this order deference by reason of this Court’s responsibility for
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and supervisory authority over the rehabilitarion of Reliance, as vesied in
this Court by the Pennsylvania Legislamre The Liguidasor is autharized 1o
cooperate in assisting any guaranry association in any jurisdicrion 1o enforce
any stay of any acticn provided for in any relevant law of another state. Any
person that fails w0 honor a stay ordered by this Court ar violates any
provision of this Order, whese such person has a claim against Reliance,
shall have their claim subordinated 1o all other claims in the same class, with
no payment being made with respect to such claim until ali others in the

same class have been paid in full, in addirion 1o any other remedies available
at law or in equiry.

24. No judgment or order against Reliance or its insureds
entered after the date of filing of the Peridon for Liguidarion, and no
judgmen; or order against Reliance enfered at any nime by defanlt or by
collusion, need be considered as evidence of liability or quantum of damages
by the Liquidator.

25. No acrion or proceeding in the namre of an anachment,
gamishmenr, or execution shall be commenced or maintained in this
Commonwealth or elsewhere against Reliance or the Liquidator, or thewr
assets.

26. All secured creditors or parres, pledges, lienholders,
collateral holders or other person claiming secured, priority or preferred
interests in any propenty or assets of Reliance are hereby enjoined from
1aking any steps whatsoever to wansfer, sell, assign, encumber, anach,
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dispose of, or exercise, purported rights in or against any property or assets
of Reliance except as provided in 40 P.S. §221.43.

27. Al references to “Reliance” herein shall include the
former subsidiaries which were previonsly merged inta Reliance Inswance
Company with approval of the Commissioner, including Reliance Nerional
Indemnity Company, Reliance Nationa! Insurance Company, United Pacific
Insurance Company, Reliance Direct Company, Reliance Surety Company,
Rehanece Universal Insurance Company, United Pacific Insurance Company
of New Yoark and Reliance Insurance Company of lllmois.

28. This Order shall be effective on the date of envry
specified above and supereedes this Courr’s Order of May 29, 2001.

29. Futher, this Order supercedes any order entered by this
Court prior to 12:00 noan, October 3, 2001,

The Rehabilitaror, through its counsel, is hereby directed 10
forthwith, serve & copy of this order upon all parries listed on the master
service list via fax and/or e-mail and U.8. mail, if necessary. The
Rehabilitator, throngh its counsel, is direcied 1o file with the court in the
Office of the Prothonotary, 9™ Floor the Widener Building, 1339 Chesow
Sweet, Philadelphia, PA 19107, by 1:00 pm. Qctober 9, 2001 an affidavi,
that service, as outlined above, has been effectuated.

NER COLINS, Judge




