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R of the State of New York, County of \?\
New York, at the courthouse 80 0!(
Centre Street, in the County, City

and State of New York, o S 5
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day of T\ ,2012. 0
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PRESENT:

In the Matter of
, 3\3\, Index No.: 403409/02
the Conservation of the Trust Funds of O\g\k Q\Q6
e SRbEr TANHGW C
RELIANCE INSURANCE COMPANY N (}\,E u
as successor in interest of R:ELMNCE NCE
COMPANY OF ILLINOIS. .
{10

| Upon reading the annexed\y ’ﬁed\X\s \Verified Peﬁﬁon”) of Jonathan L. Bing,

Special Deputy Superintendent ‘Xﬁ Behifin M. Lawsky, Superintendent of Financial
Services of the State of New Yorl}\% Cc \’ ator (“Conservator”) of a certain trust fund (“Trust
Fund”) » of Reliance Insurance Cor?iaany (“Reliance”) as successor in interest of Reliance
Insurance Company of Illinois (“RICI”), duly verified the ;f__ r:;ay of 7\ | 2012 and the
exhibit annexed thereto, and upon all other papers previously submitted a.nd all proceedings
heretofore had herein, and it appearing that the relief therein prayed for should be granted;

NOW, on motion of John Pearson Kelly, attorney for the Conservator, and after due
deliberation having been had thereon, /
oc Couwse!l apPear qug

LET all claimants and parties interested in the affairs of RICIshow cause before this
Court at Motion Submission Part thereof, at the Courthouse lgcated at 6/0 Centre Street in the
County, City and State of New York, Room 130, on theg__l day q/ , 72012 (“Return

Date”) at 9:30 a.m., or as soon thereafter as counsel can be heard, why an order should not be

made, pursuant to Article 74 of the New York Insurance Law (“Insurance Law”), inter alia:



(1) approving the Conservator’s report on the status of the conservation of RICI (“Conservation
Proceeding™) and the financial transactions delineated therein; (2) terminating and closing the
Conservation Proceeding; (3) releasing and discharging the Conservator, his predecessors and
successors in office, and their agents, attorneys and employees, from any and all liability arising

from their acts and omissions in connection with the Conservation Proceeding; (4) authorizing
) H

(R o siriee =
Al 5 g -

and directing the Conservator, in his discretion, to destres, transfer or otherwise dispose of any

and all of the books, files, records and other property of RICI, without further order of this Court;
and (5) providing for such other and further relief as this Court may deem just and proper;
AND, sufficient cause having been alleged therefore, and this Court having fouﬁd the
form and method of notice specified herein to be the best notice practicable, it is hereby
ORDERED, that service of a copy o this @der to Show Cause and the papers upon

d\\)
which it is granted, be made by: (i) /{irst class mail to Marilyn Kincaid, Esq., Reliance Insurance

Company (in h?:;lfiaﬁon)’ 1601 Cherry Street, 5th Floor, | ’lg;dwennsylvama, 19102 on
or before the {__”/___/ déy of {;’ 2/&’”%012; (ii)@;;sjtzé}(maﬂ té David S. Breitling, Chief
Compliance Officer, Reliance Insurance Company/\(in liquidation), Three Parkway, 5th Floor,
Philadelphia, Pennsylvania, 19102, on or before the Jm /aéy of A" , 2012, -and (ii1)

. posting on the Internet W%b d)age maintained by the New York Liquidation Bureau at

http://www.nvlb.org at least, 45 days before the Return Date; and it is hereby

ORDERED, that the form and methods of service specified herein are hereby approved as
in accordance with the law and as the best notice practicable and shall therefore constitute due
and sufficient notice of this Order to Show Cause and scheduled Return Date herein and the
Verified Petition and the relief sought therein to all persons and entities entitled to receive such

notice; and it is further



ORDERED, that all answering papers and supporting documentation (“Answéring
Papers™) be served on the Superintendent so as to be received at least seven days prior to the

Return Date, and that service on the Superintendent shall be made by first class mail at the

following address

The Superintendent of Financial Services of the State of New York
as Conservator of Reliance Insurance Company of Illinois
110 William Street
New York, New York 10038
Attention: John Pearson Kelly
General Counsel

and by submitting copies of the Answering Papers, with  affidavit of service on the
Superintendent as-above, to this Court at IAS Part ——at the Courthouse located at [, [

Y

. I . M'
@WJ“/:\S‘.«/S‘creet, in the County, City and State of New York, sevendays-before the Return Date;
and it 1s further

ORDERED, that in the absence of Answering Papers ﬁléd pursuant to the previous
paragraph oney prior to the date specified, the Court may enter relief without hearing and o/
party shall be entitled Y be heard thereon; and it is further
ORDER“ED, that any pesgon or entity that fails to serve Answering-Papers as provided
' herein shall be deemed to have waived ahy objections to the religfstught in the Verified Petitiont
and éhall be barred from raising objections in thisog ary other proceeding concerning the matters
set forth herein; and it is further |
ORDERED, that amy person or entity that has served Angwering Papers' as provided

herein shall-t€¢ deemed to have waived any objections that are not set Toith in the Answering

Papers.




SUPREME COURT OF THE STATE OF NEW YORK

COUNTY OF NEW YORK :
— X

In the Matter of Index No.: 403409/02
the Conservation of the Trust Funds of VERIFIED PETITION

RELIANCE INSURANCE COMPANY
as successor in interest of RELIANCE INSURANCE

COMPANY OF ILLINOIS.
——- - e e X

Benjamin M. Lawsky, Superintendent of Financial Services of the State of New York
(“Superintendent™) as conservator (“Conservator”) of a certain trust fund (“Trust Fund”) of
Reliance Insurance Company (“Reliance”) as successor in interest of Reliance Insurance
Company of Ilinois (“RICI”), has appointed agents to carry out, through the New York
Liquidation Bureau, the responsibilities of the Conservator. The Conservator by Jonathan L.
Bing, Special Deputy Superintendent and agent of the Conservator, respectfully makes the
following petition upon information and belief:

1. By order of the Commonwealth Court of Pennsylvania, entered on October 3,
2001, (“Liquidation Order”), the Reliance and the various other Reliance affiliated insurance
companies listed in paragraph 27 of the Liquidation Order (the “Reliance Entities”) were
declared insolvent and placed in liquidation. Pursuant to the Liquidation Order the Insurance
Commissioner of the Commonwealth of Pennsylvania was appointed liquidator (“Liquidator™).
See Exhibit A of the Conservator’s report on the status and request to close the Conservation
Proceeding of RICI (“Report™), attached hereto as Exhibit 1. The Liquidation Order is attached
to the Report as Exhibit A,

2. By order of the Supreme Court of the State of New York, County of New York,

entered on November 18, 2002, (“Conservation Order”), the then-Superintendent of Insurance of



the State of New York and his successors in office were appointed as Conservator of RICI and
directed to conserve the Trust Fund established by RICI (“Conservation Proceeding”). See
Report Exhibit B. The Superintendent has now succeeded the Superintendent of Insurance of the
State of New York as Conservator of RICI

1. An agreement was subsequently entered into between the Liquidator of the
Reliance Entities and the Conservator (“Conservation Agreement”), which was approved by the
order of this Court, entered on April 12, 2012 (“Conservation Agreement Order”). The
Conservation Agreement Order authorizes the Conservator to distribute the Trust Fund to the
Liquidator in accordance with the terms of the Conservation Agreement. The Conservation
Agreement and the Conservation Agreement Order are attached to the Report as Exhibits C and
D, respectively.

2. As set forth in the Report, the Conservator has remitted the Trust Fund to the
Liquidator, in accordance with the Conservation Agreement, fulfilling the sole purpose of the
Conservation Proceeding. The Conservation Proceeding is now complete and should therefore
be terminated and closed.

3. It is respectfully requested that the Conservator, his predecessors and successors
in office, and their agents, attorneys and employees, be released and discharged from any and all
liability arising from their acts and omissions in connection with the Conservation Proceeding,

4, The Conservator further requests permission of this Court to destroy, transfer or
otherwise dispose, in his discretion, of any and all of the books, files, records and other property
of RICIL, upon termination of the Conservation Proceeding, without further order of this Court.

5. No previous application has been made for the relief requested to this or any other

court.



WHEREFORE, it is respectfully requested that this Court enter an order:

a) Approving the Report and financial transactions delineated therein;
b) Terminating and closing the Conservation Proceeding;
c) Releasing and discharging the Conservator, his predecessors and

successors in office, and their agents, attorneys and employees, from any
and all liability arising from their acts and omissions in connection with
the Conservation Proceeding;

d) Authorizing and directing the Conservator, in his discretion, to destroy,
Ay and 1 corda and

transfer or otherwise dispose of any and all of the books, files, records and
other property of RICI, without further order of this Court; and

e) Providing for such other and further relief as this Court may deem just and
proper.

Dated: New York, New York
Ty 22012

rd
nathan L. Bing a
Special Deputy Superintendent
and Agent of Benjamin M. Lawsky
Superintendent of Financial Services
of the State of New York as Conservator of
Reliance Insurance Company of Illinois

L1215/ AF/gi



STATE OF NEW YORK )
COUNTY OF NEW YORK % >
Jonathan L. Bing, being duly sworn, deposes and says:
That he has read the foregoing Verified Petition and that the same is true to his

knowledge except as to the matters therein stated to be alleged on information and belief, and as

to those matters he believes them to be true; that the reason the petition is verified by this

that deponent is the duly appointed Special Deputy Superintendent and Agent of the
Superintendent of Financial Services of the State of New York as Conservator of Reliance
Insurance Company of Illinois, and as such is acquainted with the facts alleged therein.

Deponent further says that the sources of his information and the grounds of his belief as
to the matters to be alleged on information and belief are from or were derived from the records,
books and papers of Reliance Insurance Company of Illinois in the possession of the Conservator

and communications made to deponent by employees of the Conservator.

onathan L. Bing -~
Special Deputy Superintendent
and Agent of Benjamin M. Lawsky

Superintendent of Financial Services
of the State of New York as Conservator of
Reliance Insurance Company of Illinois

Sworn to before me this
Hothday of L2012

lmo{%\wmmu

Notary Puflic DEBRA L BRENNAN
Notary Public, State of New York
No. 01BR62578C’523° iy
Qualified in Richmon
Commission Expires March 18, 20, / v

a



EXHIBIT 1



REPORT ON THE STATUS AND REQUEST TO CLOSE THE CONSERVATION
PROCEEDING OF RELIANCE INSURANCE COMPANY OF ILLINOIS

INTRODUCTION

Benjamin M. Lawsky, Superintendent of Financial Services of the’ State of New York
(“Superintendent”) as conservator (“Conservator”) of a certain trust fund (“Trust Fund”) of
Reliance Insurance Company (“Reliance”) as successor in interest of Reliance Insurance
Compény of Illinois (“RICI”) has appointed Jonathan L. Bing, as Special Deputy Superintendent
and agent of the Conservator (“Special Deputy”) to carry ou;t, through the New York Liquidation
Bureau (“Bureau”), the responsibilities of the Conservator. The Conservator, by the Special
Deputy, hereby submits the Conservator’s report (“Report”) on the status of the conservation of
RICI (“Conservation Proceeding”).

This Report sets forth a history of RICI, a summary of the activities that the Conservator
has performed pursuant to Article 74 of the New York Insurance Law (“Insurance Law™) and the
basis for the Conservator’s recommendations to: (i) approve this Report and financial
transactions delineated herein; (ii) terminate and close the Conservation Proceeding; (iii) release
and discharge the Conservator, his predecessors and successors in office, and their agents,
attorneys and employees, from any and all liability arising from their acts and omissions in
connection with the Conservation Proceeding; (iv) authorize and direct the Conservator, in his
discretion, to destroy, transfer or otherwise dispose of any and all of the books, files, records and
other property of RICI, without further order of this Court; and (v) provide for such other and
further relief as this Court may deem just and proper.

BACKGROUND

RICI was a corporation organized and existing under the laws of the State of Illinois.

RICI was not licensed in the State of New York. RICI conducted business on an unauthorized



basis as an excess and surplus lines insurer in New York. State and other states of the United
States.

On May 1, 1995, pursuant to 11 NYCRR 27 (“Regulation 417), specifically §§27.13 and
27.14, RICI entered into a trust agreement (“Trust Agreement”) with Continental Trust
" Company, presently known as BNY Midwest Trust Company (“BNYM?”), and established the
Trust Fund in the amount of $2,500,000. Thereafter, RICI and Reliance entered into a First
Amendment ﬁc the Trust Agreement, dated January 22, 2001, (“First Amendment”), changing
RICI’s name to “Reliance Insurance Company”, pursuant to the Plan and Agreement of Merger,
under which RICI merged with Reliance being the surviving corporation.

lBy ofder of the Commonwealth Court of Pennsylvania, entered on Octc;ber 3, 2001,
(“Liquidation Order”), the Reliance entities (the “Reliance Entities”) were declared insolvent and
placed in liquidation. Pursuant to the Liquidation Order the Insurance Commissioner of the
Commonwealth of Pennsylvania was appointed liquidator (“Liquidator”). The Reliance Entities
encompass RICI and all the other insurance companies listed in paragraph 27 of the Liquidation
Order. A copy of the Liquidation Order is attached as Exhibit A.

By order of the Supreme Court of the State of New York, County of New York, entered
on November 18, 2002, (“Conservation Order”), the then-Superintendent of Insurance of the
State of New York and his successors in office were appointed as Conservator of RICI and
directed to conserve the Trust Fund established by RICI and BNYM. A copy of the
Conservation Order is attached as Exhibit B. The Superintendent has now succeeded the
- Superintendent of Insurahce of the State of New York as Conservator of; RICL

Pursuant to the Conservation Order, Regulation 41 and Insurance Law Article 74, the
Conservator was directed to take possession of the Trust Fund, and any other fund subject to

Regulation 41, for the protection of RICI’s policyholders and beneficiaries. The assets of the



Trust Fund were thereafter deliveréd to thé Conservator and deposited with the Bank of New
York,

An agreement was subsequently entered into between the Liquidator and the Conservator
(“Conservation Agreement”), which was approved by order of this Court, entered on April 12,
2012 (“Conservation Agreement Order”). The Conservation Agreement Order authorizes the
Conservator to distribute the Trust Fund to the Liquidator in accordance with the terms of the
Conservation Agreement. Copies of the Conservation Agreement without exhibits and the
Conservation Agreement Order are attached hefeto, respectively, as Exhibits C and D.

The Conservation Agreement provides that the Conservator shall distribute the Trust
Fund, net of incurred expenses, to the Liquidator upon the Liquidator’s submission of an
affidavit, supported by documentary evidence, that establishes that the RICI Policyholders will
receive a greater pro-rata distribution from the Liquidator out of general assets than they would
out of the Trust Fund alone with respect to claims for losses.

The Conservation Agreement provides that the Trust - Funds.distributed to the Liquidator
will be treated as general assets of the Reliance Entities. The Trust Funds as general assets of the
Reliance Entities will be distributed to all claimants of the Reliance Entities, including RICL

The Conservation Agreement provides that the Conservator shall distribute the Trust
Funds, net of incurred expenses, to the Liquidator upon the Liquidator’s submission to the
éonservator of an affidavit, supported by financial documentation that establishes, to the
satisfaction of the Conservator, that all creditors in the same class as RICI Policyholders,
including RICI Policyholders, will ultimately receive a greater pro-rata distribution out of the
general assets of the Reliance Entities, than RICI Policyholders would receive out of the Trust

Funds with respect to claims for losses.



The Conservation Agreement includes important safeguards for the RICI Policyholders.
The Liquidator, in accdrdanoe with his fiduciary duties, will administer and settle all claims by
the RICI Policyholders, Furthermore, the Conservation Agreement requires the Liquidator to
include the RICI Policyholders in any distributions ‘that are made out of the general aséet_s,
regardless of when and under which conditions the Trust Fund is distributed to them. Thus, the
Conservation Agreement prevents the delay in the payment of RICI Policyholders’ claims as the
Liquidator need not determiné prior to payment whether the RICI Policyholders will receive
more or less from the Trust Fund than the general assets

Additionally, the Conservation Agreement requires the Liquidator to provide the
Conservator with an afﬁdavit (“Affidavit”) sufficient to establish the distribution of the Trust
Fund pursuant t;> Article IIT of the Conservation Agreement. See Exhibit C.

In accordance with the Conservation Agreementf the Liquidator provided the Conservator
with the Affidavit stating that the RICI Policyholders will receive a greater pro-rata distribution
out of the general assets of Reliance, than out of the Trust Fund, and sought a distribution of the
Trust Fund to the Liquidator.

Accordingly, pursuant to the Conservation Agreement and Conservation Agreement -
Order, the Conservator remitted to the Liquidator the remainder of the Trust Fund after the
payment of administrative expenses. The transferred amount consisted of cash in the total

amount of $4,389,850 which was distributed to the Liquidator on May 18, 2012.



FINANCIAL CONDITION OF
RICI AS OF MAY 31,2012

Upon the commencement of this Conservation Proceeding, the Trust Fund consisted of
cash and invested assets in the total amount of $3,823,746. Net investment income on the Trust
Fund totaled $774,429 from the Conservation Order Date through May 31, 2012, the date
selected by the Conservator for closing its books (“Closing'Date”). For the period between the
Conservation Order Date and the Closing Date, the Conservator paid administrative expenses in
the amount of $208,325, which includes $76,546 for the salaries of the Conservator’s staff,
$31,504 for employee benefits; $19,676 for rent and related expenses; $9,636 for professional
fees (e.g., accountants to prepare financial statements and other consultants for litigation
support); $27,407 for overhead expenses (e.g., insurance, office equipment and supplies,
printing; postage and telephone service); and $ 43,556 for other miscellaneous expenses. On
May 18, 2012, after the Conservator's administrative expenses were paid in the amount of
$208,325, the Conservator remitted to the Liquidator, via wire transfer, the remainder of the
Trust Fund, which amounted to $4,389,850. RICD’s comparative balance sheet as of the
Conservation Order Date and the Closing Date, and statefnent of changes in cash and invested
assets for the period between the Conservation Order Date and the Closing Date (collectively,
“Financial Statements”) are attached hereto as Exhibit E. The Financial Statements detail the
receipts collected and disbursements made by the Conservator from the Conservation Order Date
through the Clpsing Date.

THE CONSERVATION PROCEEDING MAY BE TERMINATED

The Conservator has remitted the Trust Fund to the Liquidator, in accordance with the
Conservation Agreement, fulfilling the sole purpose of the Conservation Proceeding, The

Conservation Proceeding is now complete and should therefore be terminated -and closed.



RELIEF SOUGHT

The Conservator submits this Report in order to describe to this Court the status of the
Conservation Proceeding. In support of the Conservator’s recommendations stated herein, the
Conservator has submitted to this Court the Verified Petition of the Special Deputy. Based on
the facts set forth in the Verified Petition and herein, the Conservator requests in ‘fhe Verified

Petition that this Court issue an order? which:

(i) Terminates and closes the Conservation Proceeding;

(iif)  Releases and discharges the Conservator, his predecessors and successors
in ofﬁce; and their agents, attorneys and employees, from any and all
liability arising from their acts and omissions in connection with the
Conservation Proceeding;

(iv)  Authorizes and directs the Conservator, in his discretion, to destroy,
transfer or otherwise dispose of any and all of the books, files, records and
other property of RICI, without further order of this Court; and

(v)  Provides for such other and further relief as this Court may deem just and
proper.

Dated: New York, New York

"ﬂv\»/ o 2012 W
s 3 ,.y

Jonathan L. Bing &

Special Deputy Superintendent and Agent of
Benjamin M. Lawsky, Superintendent of
Financial Services of the State of New York
as Conservator of Reliance Insurance
Company of Illinois
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IN THE COMMONWEALTH COURT OF PENNSYI VANIA

M. Diane Koken, Lo
Insurance Commissioner of the o
Commonwealth of Pennsylvania, B

Plainaff —_

o =
Reliance Insurance Company, : No. 265 M.D. 2001 =

Defendant :

ORDER OF LIOUIDATION

AND NOW, this 3rd day of October, 2001, upan cansideration
of the Perion of M. Diane Koken, Insurance Commissioner of the
Commonwealth of Pennsylvania, in hey capacity as Rehabilitator of Reliance
Insurance Company for Liguidanion in accordance with Article V of the
Insurance Deparanent Act of 1921, as amended, 40 P.%. §211, et s}:q. and
the Cansent therero, it is herehy ORDERED and DECREED thar said
Peririon is GRANTED,

Nivog
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It is further ORDERED and DECREED that:

| 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 w bhe and is declared
INSOLVENT, as that term is defined in 40 P.S. §§ 221.3, and as provided
in40 P.S. §§ 221.14(1) and 221.19.

1. Commissioner M, Diane Koken and her successors in
office (vhe “Commissioner™) are herehy APPOINTED Liguidater of
Reliance and the Liquidator ot her designees (the “Liquidatar™) are divected
immediately 1o 1ake possession of Reliance's property, business and affars
as Liquidator, and 10 liquidatc Reliance in accordance with Article V. of the
Insurance Department Act of 1921, as amended (40 P.5. §8211 e1 seq.) (the
“ActT”), and to take such action ag the interest of the policyholders, creditors

or the public may require.

4. The Liquidatar is hereby VESTED with all the powers,
righs, and duties authorized under the Act and other applicable law.

ASSETS OF T, STAT

S. The Comumissioner, as Liquidaror, {s vested with nile 10
all property, assets, contracts and rights of action (“assers”) of Reliance, of
. wharever natre and wherever located, whether held directly or indivecty, as
of the date of the filing of the Perdon for Liguidanon. All assets of
Reliance are hereby found to be in custodia legis of this Court; and this



Court specifically asserts, to the fullest exrem of its authority, (a) in rem
jurisdicnon over all assers of the Company wherever ey may be locaed
and regardless of whether rhfy are held in the name of the Company or any
ather name; (b) exclusive jurisdicnon over al) dererminanians of the validity
and amount of claims againsy Reliance; and (c) exclusive jurisdicrion over

the derermination of the diswibution priarity of all elaims against Reliance.

6.  The filing or recording of the Qrder with the clerk of the
Commonwealth Court or with the recarder of deeds of the county in which
the principal business of Reliance is conducted, or the counry m which 118
principal office or place of business is located, shall impart the same notice
as a deed, bill of sale or ather evidence of e duly filed or recarded with
that recorder of deeds would have imparted,

9 All banks, investment bankers, companies, orher ennries
or other persons having in their possession assets which are, or may be, the
praperty of Reliance, shall, unless otherwise insmucted by the Liquidator,
deliver the possession of the same immediately 10 the Liguidaror, and shall
not disburse, convey, wansfer, pledge, assign, hypothecate, encumber or in
any manner dispose of the same withaut the prior wrinen censeat of, or

unless directed in writing by, the Liguidatar.

8. All persons and entines are cnjoingd from disposing of or
destroying any records pertaining 1o any nansaciions berween Reliance and
any party.

9.  The amount recoverable by the Liquidator from any
reinsurer shall not be reduced as a resulr of this Order of Ligmdanon,

3



regardless of any provision W a reinsurance CONITACT Or OTNEr agreement.
Payment made directly by the reinsurer to an msured ar other creditor of
Reliance shall not diminish the reinsurer's obligation 1o Reliance, except 10

the extent pravided by law.

10. Al agents, brokers, and other persons having sold
policies of insurance issued by Reliance shall account for and pay all
uneamed commissions and all preminms, collected and uncollecred, for the
benefit of Reliance directly to the Lignidaror, within 30 days of notice of this
Order. No agent, brokerx, reinsurance infermediary or orher persan shall
disburse or use monies which come inw their possession and are owed 10, or.
are claimed by, Reliance for any purpose othér than paymeny fo the
Liquidator.

11. Ifrequested by the Liguidatar, all anameys 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 o the Liguidaror
the name, company claim number (if applicable) and starus of cach maner
they are handling on behalf of Reliance, Said report shall include the full
captian, docket number and name and address of oppasing counsel 1 each
case and an accounting of any fimds received fram or on behalf of Reliance
for any purpose and in any capacity. : . |

12. Any entity furnishing relephone, water, elecuic, sewage,
garbage, delivery, wash removal, or utlity services to Reliance shall
maintain such service and create a new account for the Liquidator as of the

date of this Order upan instueron by the Liguidarar.



13, Any ently (including any affiliare of Reliance) which has
custody or conmol of any data pracessing information and records (including
bur not limired w source documems, all types of elecronically stored
informarion, master tapes or any other recorded informarion) relaring o
Reliance, shall wansfer custody and conmol of such recards in a form
readable by the Liguidaror 1o vhe Liguidatar as of the dare of this Order,
unless mstruered vo the contrary by the Liquidator.

14,  Any ennty (including any affiliate of Reliance)
furnishing claims processing or data processing sexvices ia Reliance shall
maintain such services and wansfer any such accounts 10 the Liquidaror as of

the date of this Order, unless mstrucred o the contrary by the Liquidaror.

15.  Relignee, irs affiliates, and their officers, directors,
wustees, employees, consultants, agents, and anomeys, shall: swrender
peacefully to the Liquidaror the premises where Reliance conducts its
business; deliver all keys ar access codes thereto and To any safe deposit
boxes; advise the Liguidator of the combinations or access codes of any safe
or safekeeping devices of Reliance or any password or authorizaton code or
access code required for access 1o dama processing equipmeny; apd shall
deliver and swrender peacefully to the Liquidatar all of the assers, books,
recards, files, credir cards, and other property of Reliange in their possession
or contral, wherever locared, and otherwise advise and cooperate with the
Liquidarar in idennfying and locaring any of the foregoing.

16.  Except far contracts of insurance and for reinsurance, all
executory conmacts 1o which Reliance is & party as of the dare of this Order



may be affirmed or disavowed by the Liquidator within 90 days of the daje
of this Order. '

CONTINUATION AND CANCELLATION OF COVERAGE

17, All policies and conwacts of insurance, whether issued
within this Cammonwealth or elsewhere, in effect on the date of this Qrder
shall continue in force only with respect 1o risks in effect at that ime, for the
lesser of the following: (a) thirty days from the dare of this Order; (b) unyl
the normal expiration of the policy or contract previding insurance coverage;

{c) undl the msured has replaced the msurance coverage with equivalens

0

msurance with another insurer or orherwise tcrminated the policy; or (d)
unnl the Liguidator has effected a wansfer of the palicy ohligation pursuant
10 Secrion 221.23(8), All policies or eonmacrs of insuyrance issued hy
Reliance ave hershy cancelled and terminated for all purposes effective thirry
days from rhe dare of this Order.

WORKERS COMPENSATION AND PERSONAL INJURY
FROTECTION CLAIMS

18.  For a period not 1o exceed 90 days from enny of this
Order, the Tiqudaror is anthorized but not ohligated, in her sole discredon,
to make arrangements for the connnued payment in m!l\cf the claims under
policies of workers compensanion and under policies providing personal
injury protection (PIP) by making the facilides, computer systems, books,
records and amangements with third party adminiswarors (1o the extent
possible) of Reliance available for the processing and payment of such



claims, 1o any affected guaranty associaton (or other entity thar is the
funcronal equivalent) and o states and stare officials holdmg stantary
deposits for the benefir of such warkers compensarion and PIF claimants,
provided, hawever, that such guaranty agsociavions, stawes or srate officials
shall provide or make available the funds 10 make the actwal payment of
“such claims. In circumstances where 8 guaranty associarion cerifies
writing ta the Liquidaror thar it does nat have the immediare ability 1o fund
the payment of workers compensarion and PIP claims that are its obligation
by law, the Liquidarar is anrhorized 10 advance the funds, if available, from
Reliance to pay such claims on a temparary basis for a peried not 10 exceed
90 days, provided thar the guaranty associadion eniers inie & Wrinen
agreement that such advances shall be geated as a distiburion pursuant 1o 40
P.S. §221.36. The Liquidaror shall have the digererian 10 accepr such

inrerim assurances as she deems adequate in lien of a formal agreement.

NOTICE AND PROCEDURES FOR FILING CLAIMS

19. The Liquidator shall give narice by first-class mail 1o all
persons which or' who may have claims against Reliance, conrngent or
atherwise, as disclosed by i1s books and recards, and advising claimmanis 10
file with the Liquidator their claims together with praper proofs vhereof 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 Ijiquidator shall also
cause a notce to be published in newspapirs of general circulaton where
Reliance has its principal places of business, as well as in the natonal
edition of the Wall Strect Jowrnal, (a) specifying the last day for the filing of
claims: (k) advising all persans of the procedure by which all persons may

7



present their claims 1w the Liguidator; (c) advising all persons of the
Liguidator’s office wherein they may presemt their claim; and (d) advising
all persons of their right to present their claim or claims o the Liquidator.
Any and all persons, firms, or corparations having or claiming 10 have any
acconns, debts, claims or demands againsy Reliance, conmngeni or
otherwise, or claiming any nght, tile, or inerest in any fimds or propery in
the possession of the Liquidator are required 1o file with the Liquidaror at the
locarion designated in the above-described notces, on ar before the date
specified by the Liquidator as the last date wpon which 1o file a claim (which
shall be na carlier than one year fram the dare of the narice), & properly
complered proof of claim or be thereafter barred as claimanis against any
assers in the hands of the Liquidator, unless a lave filing is permined under
40 P.S. §221.37. No person shall participaie in any diswibution of the assers
of Reliance unless such claims are filed and presented in accordance wirh
and wirhin the ume limit established by the Liguidaror, subject to the
provisions for the late filmg of claims in 40 P.S. §221.37,

EXPENSES, PAYMENTS AND LAWSTITS

20. Withowt filing a perition for diswibunion, the Liquidator
shall have the discretion to pay as cosls and expenses of administrazion,
pursuant ta 40 P.S. §221.44, the acnal, reasonable agd nececssary costs of
preémﬁng ar recovering assers of Reliance and the costs of goods or
services pravided to aud 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 rights and liabilites of Reliance and of its crediars,



policyholdeys, wusiees, shareholders, members, and all other persons
interested in this estate §hall be determined in accordance with the Act as of
the date of the filing of the Perition for Liquidation.

21. Reliance, its affiliates, or their direclors, officers,
mustees, employees, aptorneys, brokers, consultants, agents, insureds,
creditors, and any other persons, wherever located, are enjoined from: (8) e
mansaction of further business; (b) wansferring, selling, concealing,
terminaring, canceling, destroying, disbursing, disposing of or assigning any
assets, funds or other property of any namre; (c) any interference, in any
manner, with Conunissioner M. Diane Koken or her successars, or any of
her designees in liquidating Reliance’s business and affairs; (d) any waste of
Reliance's assets or property; () the dissiparion and wansfer of bank
accounts and negotiable instruments; (f) the msrman or finther prosecurion
of any actions in law ar equity on behalf of or against Reliance; (g) the
obwaining of preferences; judgments, attachments, garmnishments or liens
against Reliance’s assers, property and policyholders; (h) the levy of
execurion process against Reliance and its asses, property and
policyholders; (1) the negotiation or execyrion of any agreement of sale or
. deed conveying personal or veal property for nonpayment of taxes or
assessments or for any other purpose; (j) withhalding from the Liquidator o1
her designees or removing, cancealing, wansferting oF deswoying books,
accaunts, documents, policies or policy related documents or other records
relating vo Reliance’s husiness; (k) making any assessments or indirectly
collecting such assessments by seming them off against amounts orherwise

payable to Reliance; (1) arempring to calleet unpaid premiums, deductibles



or self insured rerentions from Reliance’s insureds; and (m) the 1aking of any
other action which might lessen the value of Reliance’s assets or property,
prejudice the rights and interests of policyholders end credijors, or interfere
in the administrarion of the proceeding. |

22.  Unless the Liquidator consents therero in wriling, na
action at law or equity, or arbianon oF mediation, shall be brought against
Reliance ar the Liguidaror, whether in this Commonwealth or ¢lsewhere, nar
shall any such existing acrion be maintained or further prosecuted afier whe
date of this Order. Al actions, including arbiranions and mediations,
currendy pending against Reliance in the cowrts of the Commonwealth of
Pennsylvania or elsewhere are hereby stayed. All actions, arbimations and
mediarions, against Reliance or the Liquidatar shall he subminted and

cansidered 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 swayed for ninety (90)
days from the dawe this Order. The Liquidator, pursuani 1o 40 P.S.
§221.5(a), her designees and/or the Permsylvania Praperty and Casualty
[nsurance Guaranly Association may perition whis Court for extensions as
needed in vhe exercise of their respective discreion. With vespect 1o swits
and other proceedings in which Reliance is abligated o defend a pary,
pending outside the Cammanwealth of Penmsylvania and in federal courts of
the Unired States, this Order constines the tequest of this Cawrt for comiry
in the imposition of a 80-day 8ta$r by such courts or wibunals, and thar those
courts afford this arder deference by reason of this Court’s responsibility for

10



and supervisory auwthority aver the rehabilitaian of Reliance, as vesied in
this Court by the Pennsylvania Legislaure The Liquidator is authorized 1o
coaperate in assisting any guaranty association in any jurisdicnion to enfarce
any stay of any action provided for in any relevant law of anather state. Any
person that fails 1w honor a sy ordered by this Court ar violates any
provision of this Order, where such person has a claim agains Reliance,
shall have their claim subordinated 1o all orher claims in the same class, with
na payment being made with respeet to such claim unril ali others in the
same class have been paid in full, in addivion to any other remedies available

. . .
ar law or I equivy.

24, No judgment or order against Reliance or its insureds
entered after the date of filing of the Peruon for Liquidadon, and no
judgment or order against Reliance enfered al any wme by defaulr or by
collusion, need be considered as evidence of liability or quanum of damages .
by the Liguidaror.

25. No acrion or proceeding in the namre of an anachmen,
gamishment, or execution shall be commenced or maintained in this
Commanwealth ar elsewhere against Reliance or the Liguidator, or their

asseis.

26, All s-ecured creditors or parvies, p&edges, lienhalders,
collareral holders ar ather persor claiming secured, prority or preferred
interests in any propesty or assets'uf Reliance are hereby enjoined from
1aking any steps whatsoever 1o wansfer, sell, assign, encumber, attach,

1



dispose of, or exercise, purported rights in or against any property Or assets
of Reliance except as pravided in 40 P.S. §221.43.

27 all references 1o “Reliance” herein shall include the
former subsidiaries which were previansly merged inta Reliance Insurance
Company with approval of the Commissioner, including Reliance National
Indemnity Company, Reliance National Insurance Company, Unired Pacific
Insurance Company, Reliance Direct Company, Reliance Surery Company,
Reliance Universal Insurance Company, United Pacific Insurance Company

of New York and Reliance Insurance Company of Tilmois.

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

29.  Further, this Order supercedes any order entered by this
Caurt prior 1o 12:00 noon, October 3, 2001

The Rehabilitator, throngh 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 U8, mail, if necessary. The
Rehabilitator, through ivs counsel, is directed 1o file with the cowrt in the
Qffice of the Prothanotary, ™ Floor the Widencr Building, 1339 Chesmw
Street, Philadelphia, PA 19107, by 1:00 p.m. QOctober §, 2001 an affidavir,
that service, as outlined above, has been effecniated.

NER COLINS, Judge



EXHIBIT *B”



At [AS Part 50Nl the Supreme Court of the State
of New York, County of New \ok at the
Courthouse, f)f)/( entre Street, in the Borough of
Manhattan, City and State of New York, on the

/] dayofl o ervw fen,, 2002,

RIESENT
HON. CHARLES 1. TEIADA.

Jindex No.: 4034092002
In the Matler of

the Application of ORDER OF Q?(.)NSER\';\'[‘I()N

GREGORY V. SERIO Supcrintendent of Insurance ~
of the State of New York, for an order to take Qﬁf“ ;ZI‘W
possession of and to conserve certain trust funds of R S

RELIANCE INSURANCE COMPANY as successor N0V, 8 2009

in interest of RELIANCE INSURANCE COMPANY COUN Y (.1

OF ILLINOIS o M;””‘< How
------------------------------------------------------------------ X ()/1/(

GREGORY V. SERIO, Superintendent of [nsurance of the State of New York
(“Petitioner or Superintendent”) having moved this Court for an order to take possession of and
conserve all trust funds established pursuant to 11 NYCRR §27.13 and §27.14 of the Insurance
Law of the State of New York by or on behalf of RELIANCE INSURANCE COMPANY, a
commonwealth of Pennsylvania corporation, (hercinafter referred fo as “RELIANCE") as
successor i1 interest of RELIANCE INSURANCE COMPANY OF ILLINOIS (hereinafter

referred to as “RICI™, and such motion having come on before this Court on the 9™ day of
y

September, 2002;

th

NOW, upon reading and filing the Order to Show Cause made on the 157 day of August,
2002 HON. MARTIN SCHOENFELD, Justice of the Supreme Court of the State of New
York and the petition of GREGORY V. SERIOQ, Superintendent of Insurance of the State of New

York, verified the 30" day of July, 2002 with exhibits thereto, and duc proof of service of said



Order 1o Show Cause and the papers upon which it was granted upon RELIANCH, RICE and

BNY Midwest Trust Company. formerly Continental Trust Company Bank, by Affidavit of

. - | ’ . . S .
Lorraine F. Johnson sworn (o the 16" day ol August 2002, and iCappearing o my satisfaction

that:

| RICIis a corporation organized and existing under the Taws ol the
Siate of IHlinois to conduct the business of insurance;

n. RICI was not licensed to conduct such business in (he State of
New York;

1 RICI issued insurance policies on an excess and surplus lines basis
in the United States. and pursuant 10 11 NYCRR §§ 27.13 and
27.14 of the Insurance Law established a trust fund in Chicago,
[llinois with CONTINENTAL TRUST COMPANY, formerly
CTC lilinois Trust Company and presently BNY MIDWEST
TRUST COMPANY (“BNYN"), as trustee, for the protection of
its policyholders and benefliciaries in the United States (the “Trust

Fund™).

4 Pursuant to Regulation 41 of the Rules and Regulations of the
Superintendent, 11 NYCRR § 27.13 and § 27,14 and Article 74 of
the [nsurance Law, the Trust Fund is subject to the jurisdiction of

this Court,

5. On January 22, 2001, RELIANCE became the successor in
interest of RICIL

6. On October 3, 2001, RELJIANCE was declared insolvent under the

laws of the Commonwealth of Pennsylvania and placed in
liquidation therein.

7. Pursuant to Regulation 41 the Superintendent of Insurance of the
State of New York should be directed to take possession of the
Trust Fund and other Regulation 41 trust funds for the protection
of RIC1 (now RELIANCE) palicyholders and beneficiarics subject
to further direction of this Court under and pursuant to the
provisions of the Insurance Law of the State of New York.

And Petitioner, having appeared by the HON. ELIOT SPITZER, Attorney General of

(he State of New York, and due deliberation having been had:

fae]
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NOW. on the motion of the HON. ELIOT SPITZER, Attorney General of the Stale

of New York, [T1S ORDUERED as follows,
I, The petition is granted:

2. GREGORY V. SERIO, Superintendent ol Insurance af the State of
New York and his successors in office. as Superintendent are
appointed the Conscrvalor and are authorized forthwith fo take
possession of and to conserve the Trust Fund and all other Regulation
41 trust funds established by or on behalf o [RICT (now RELIANCE)
until the further order of this Court;

3, The Superintendent as Conservator is dirccted to take such other and
further steps as may be required to protect the policyholders and
beneficlaries of RICT (now RELIANCE) in the United Stales
pursuant to the Insurance Law and subject to the further order of this

Court;

4. Formal notice of the making and entry ol this order be given by the
Superintendent as Conservator by mail to the Commissioners,
Superintendents, or Direclors of Insurance of each Sfate, District of

Columbia and Puecrto Rico, and BNYNIL as trustec, and by

publication in the New York Times and the Journal of Commerce,

commencing three weeks from the date of entry of his order, once a

week for two sticcessive weeks;

s Because RICI (now RELIANCE) has no records in the State of New
York, and it is involved in a judicial proceeding in the
Commonwealtl of Pennsylvania where its records arc located, the
Superintendent as Conservator is relicved ol notifying claimants and
policyholders of this Order except as aforesaid in the preceding
paragraph,

6. The noticc hereinabove prescribed is sufficient notice to all
policyholders and beneficiaries of RICI (now RELIANCE) in the
United States;

7. RICL (now RELIANCE), its officers, directors, stockholders,
depositories, lrusices, atlorney, managers, agents, servants,
employees, policyholders and creditors, and all other persons having
in the State of New York any property or records relating to the
Trust Fund and all other Regulation 41 trust funds in the State of
New York are herchby directed (o assign, transfer and deliver to the
Superintendent as Conservator and his successors in office, all of
such property in whose ever name the same may be, and shall
preserve the same and submit them to the Superintendent as
Conservator or his agents, for examination at afl reasonable times;




8.

That RICT (now RELIANCE), its officers, directors, stockholders,
depositories,  (ruslees,  attorneys,  managers,  agen(s,  Scrvants,
employees, policyholders and creditors, and all other persons, be
and they are hereby restrained from dealing with or disposing of the
Trust Fund and all other Regulation 41 trust funds or from doing or
permitting to be done any act or thing which might waste said Trusl
Fund or other Regulation 41 trust funds or allow or suffer the
obtaining of preferences, judgments, attachments, garnishments or
other liens, or the making of any levy against said Trust Fund or
other Regulation 41 (rust funds while in the posscssion or control of
the Superintendent as Conscrvator,

. That the officers, directors, stockholders, depositories, frusiees,

attorneys, managers, agents, servants, employees, policyholders and
creditors of said RICT (now RELIANCE), and all other persons be
and they hereby arc enjoined and restrained from bringing or further
prosecuting any action at law, suit in cquity, special or other
proceedings with respect to the Trust Fund or any other Regulation
41 trust fund against RICI (now RELIANCE), its depositories, and
the trustees of the Trust Fund or any Regulation 41 (rust funds or the
Superintendent, individually or as Conservator, or from making or
executing any levy or legal process within the State of New York
upon the Trust Fund or any Regulation 41 trust funds or from in any
way interfering with the Superintendent of Insurance of the State of
New York or his successors in office in his or their possession,
control, conservation and management of the Trust Fund or any
Regulation 41 trust funds in the State of New York or in the
discharge of the Insurance Law of the State of New York (but only
with respect (o the Trust Fund or any other Regulation 41 {rust funds
in the State of New York);

The Superintendent as Conservator and his successors in office as
Superintendent be and they are hereby authorized, permitted and
allowed to sell, assign and transfer any and all of the stocks, bonds

and securities that constitute the Trust Fund or other Regulation 41

trust funds in the State of New York, in his possession or which may
hereafler come inte his possession belonging o RICI (how
RELIANCE), in conservation, al market price or better, or when
there is no market price, at the best price obtainable, at private sale
and at such times and upon such terms and conditions as in Nhis
discretion he deems for the best interest of the policyholders, and
creditors of RELIANCE, in conservation, and in furtherance of the
conservation of the Trust Fund and all other Regulation 41 {rust
funds and that he be authorized, permitted and allowed 1o take such
steps and to make and execute such agreements and other papers as
may be necessary lo cffect and carry out such sales, translers and
assignments; and



11, That all further papers in this proceeding shall bear the caption and

he entitled:

SQUPREME COURT OF THE STATE OF NEW YORK
7 COUNTY OF NEW YORKY

in the Matter of
the Conservation of

the Trust Funds of

RELIANCE INSURANCE COMPANY as successor in interest of
RELIANCE INSURANCE COMPANY OF ILLINOIS™

in place and stead of the caption as heretofore used.

ENTER

/Z//'Luﬁ % it/
J. 8, C/ // /

CHARLES 1. TEIDA

LADYMa
1.2251/reliance ordercons
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I accordance with Part 130, D advise that the following papers are attached:

Order of Conservation

Lawrence AL Dinerstein, Esy.
Scnior Altorney

NV, State Deptt of Insurance
Liquidation Burcau

123 William Strect

New York, NY 10038

(212) 341-0038

Lawrence A, Dinerstein
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Sir

Please take nouce that the within 1s a wue
copy of
dulv filed and entered inthe office of the clerk
o County. on

the day of 20
Yours. cle..
FIIOT SPITZEKR
Auttorney General.
Automey for
el and Post OMce Address
120 Broadway, New York, NYL 10271
To . Esg.

Attorney for

S

Picase take notice that the within

wili be presented for settlement and signature
heren to the Hon
one of the judges of the within named Court. at

in the Borough of
Cuy of New York, on the day of

Pate. NUY
Yours, cfc..
ELIOT SPITZER
Attorney Gieneral.
Anomey for
Ohce and Post Offiee Address
120 Broadway. New York, NY. 10271

To . . Lsg.

Index No.:

SUPREME COURT: NEW YORK COUNTY

ey

in the Mauer of
| The Application of

i GREGORY V. SERIQ, as Superintendent of Insurance of the State of

i New York, for an order to ke possession of and 1o conserve cerain
trust funds of

_ RELIANCE INSURANCE COMPANY as successor in interest of
, RELIANCE INSURANCE COMPANY OF [LLINOIS
i
—
w
ORDER OF CONSERVATION
i

ELIOT SPITZER
. Attorney General

Attorney for the Superintendent of
Insurance

: Office and Post Office Address
! 120 Broadway, New York, N.Y. 10271
i Tel. (212) 416-8658
Personal service of a copy of
within

isadmittedthis . .. .. ... ... ...... . . f




EXHIBIT “C”



CONSERVATION AGREEMENT

CONSERVATION AGREEMENT (the “Agreement”) entered into between Michael F.
Consedine, Insurance Commissioner of the Commonwealth of Pennsylvania as Liquidator (the
“Liquidator”) of the Reliance Insurance Company entities including Reliance Insurance
Company of Illinois (“RICI”) and Benjamin M. Lawsky, Superintendent of the New York State
Department of Financial Services, as Conservator (the “Conservator”) of RICI, by which the
Liquidator and the Conservator shall coordinate the distribution of certain trust funds deposited
in New York that are being conserved by the Conservator.

WHEREAS, RICI was merged into Reliance Insurance Company (“Reliance™), effective
January 1, 2001, by approval of the Insurance Commissioner of Pennsylvania and Reliance was
placed in liquidation on October 3, 2001 by Order of the Commonwealth Court of Pennsylvania
and the Insurance Commissioner of the Commonwealth of Pennsylvania was appointed as

Liquidator;

WHEREAS, by order of the Supreme Court of the State of New York filed on November 18,
2002 (the “Conservation Order”), Gregory V. Serio, then Superintendent of Insurance of the
State of New York and his successors in interest were appointed Conservator and directed to
conserve funds in a trust established by RICI and Continental Trust Company, presently known
as BNY Midwest Trust Company (“BNYM”), as Trustee in Chicago, Illinois in accordance with
a Trust Agreement effective May 1, 1995 and subsequently amended, A copy of the Trust
Agreement and all attachments thereto (the “Trust Agreement™) is annexed hereto as Exhibit

uA».
5

WHEREAS, RICI, pursuant to NYCRR Sections 27.13 and 27.14 (Regulation 41), deposited
the trust funds made up of cash, securities and other property in the amount of $2,500,000 for the
benefit of policyholders of RICI (the “RICI Policyholders™), as defined in the Trust Agreement,
in order to sell surplus excess lines insurance in New York and other states as an unauthorized
insurer.  When' the Conservation Order was entered, the amount conserved on November 18,

2002 was §3,823,746;

WHEREAS, the Trust Agreement provides, in part, that the trust funds, including interest
and earnings thereon (the “Trust Funds”), shall be used for the payment of claims for losses
under RICI policies, as defined in the Trust Agreement, and upon full payment of all claims for
Josses, shall then be used for payment of claims for return of unearned premium;

WHEREAS, pursuant to the Conservation Order, BNYM delivered the Trust Funds to the
Conservator who has deposited them in an account at The Bank of New York;

WHEREAS, the Conservator has a fiduciary obligation to distribute the Trust Funds to RICI
Policyholders, as defined in the Trust Agreement, in accordance with Article 74 of the New York
Insurance Law;



WHEREAS, the Liquidator is in possession of RICI’s records and is required to fix and
determine all claims against RICY, including claims by RICT Policyholders as defined in the Trust

Agreement;

WHERFEAS, it is in the best interest of RICI Policyholders for the Conservator and
Liquidator to coordinate distribution of the Trust Funds and avoid duplication of effort and

exXpense;
NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE I
DEFINITIONS

1.1 The “Liquidator” is Michael F. Consedine, Insurance Commissioner of the
Commonyealth of Pennsylvania, as Liquidator of Reliance Insurance Company of Illinois and
the Reliance entities. The “Reliance Entities” encompass Reliance Insurance Company of
Illinois and all the other insurance companies listed in paragraph 27 of the Reliance liquidation
order. A copy of the liquidation order is attached as Exhibit B.

12 The “Conservator” is Benjamin M. Lawsky, Superintendent of the New York State
Department of Financial Services, as Conservator of Reliance Insurance Company of Illinois,

1.3 “RICI” is Reliance Insurance Company of Illinois.

1.4 The “Trust” is the Trust created pursuant to the Trust Agreement dated May 1,
1995 between RICI and Continental Trust Company, presently known as BNY Midwest Trust

Company.

15 “BNYM” was formerly known as Continental Trust Company and is presently
known as BNY Midwest Trust Company.

16 The “RICI Policyholders” United States residents who are holders, assignees,
pledgees and mortgagees of RICI policies (“policyholders”) and claimants against policyholders
who have timely filed claims in the receivership proceeding of the Reliance Entities involving
policies written in states where RICI did business as an unauthorized insurer.

17  The “Trust Agreement” is the Trust Agreement between RICI and BNYM and any
amendments thereto.

1.8 The “Trust Funds” are the funds that RICI deposited with BN'YM pursuant to the
Trust Agreement, together with all interest and earnings related thereto. As of December 31,
2010 the Trust Punds totaled approximately $4.4 million,

1.9 The “Receivership Court” is the Commonwealth Court of Pennsylvania supervising
the liquidation of all the Reliance Entities including RICL



110 The “Conservation Court” is the Supreme Court of the State of New York
supervising the conservation of RICL

111 The “Receivership Proceeding” is the proceeding pending in the Commonwealth
Court of Pennsylvania under the supervision of the Receivership Court,

112 The “Conservation Proceeding” is the proceeding pending in the Supreme Court
of the State of New York under the supervision of the Conservation Court.

113 The “Conservation Order” is the order of the Supreme Court of the State of New
VYark filed on November 18, 2002, A copy of the Conservation Order is attached as Exhibit C.

.14 The “Liquidation Order” is the order of the Commonwealth Court of Pennsylvania
filed on October 3, 2001,

1.15 The “Agreement” is the Conservation Agreement between the Liquidator and the
Conservator.

ARTICLE II
CONSERVATION OF THE TRUST FUNDS

21  The Conservator shall maintain the Trust Funds in any manner permitted by law
until he distributes the Trust Funds to the Liquidator in accordance with Article IIL, ‘

99  The Conservator shall pay the expenses of the Conservation Proceeding out of the
Trust Funds.

ARTICLE 111
DISTRIBUTION OF THE TRUST FUNDS

31  The Conservator shall distribute the Trust Funds, net of incurred expenses, to the
Liquidator upon the Liquidator’s submission to the Conservator of an affidavit, supported by
financial documentation as described in Section 5.1, that establishes, to the satisfaction of the
Conservator, that all creditors in the same class as RIC] Policyholders, including RICI
Policyholders, will ultimately receive a greater pro-rata distribution out of the general assets of
the Reliance Entities, than RICI Policyholders would receive out of the Trust Funds with respect
to claims for losses. The Conservator will provide the Liquidator with a breakdown of expenses
charged to RICL in the Conservation Proceeding.

3.2 ()  For the purpose of determining the proper ratios to be utilized in Sections
3.1, the Liquidator shall not consider claims by RICI Policyholders for return of unearned
premium in connection with determining the pro-rata distribution to be made out of the Trust
Funds unless there are no claims by RICI Policyholders for losses.

“(b)  For the purpose of establishing the proper ratios to be utilized in Section
3,1, the general assets shall be deemed to include the Trust Funds.



33 If the Conservator distributes the Trust Funds to the Liquidator pursuant to Section
3.1, the Liquidator may treat the Trust Funds as general assets of the Reliance Entities. The Trust
Funds as general assets of the Reliance Entities will be distributed to all claimants of the
Reliance Entities, including RICIL

ARTICLE IV
DETERMINATION AND ADJUDICATION OF CLAIMS
PAYABLE OUT OF THE TRUST FUNDS

41  The Liquidator has, in accordance with the laws of his jurisdiction and pertinent
order of the Receivership Court, provided notice to all RICI Policyholders that their claims
should be presented in the Receivership Proceeding.

42 The Trust Funds will become part of the general assets of the Reliance Entities
and the Liquidator shall, in accordance with the laws of his jurisdiction and pertinent order of the
Receivership Court, examine and fix all claims by RICI Policyholders that are payable out of the
general assets.

43  Subject to Article IIT and Article V, the final adjudication in the Receivership
Proceeding of claims payable out of the Trust Funds shall be binding on the Conservator,
regardless of whether the Trust Funds are distributed pursuant to Section 3.1.

44  RICI Policyholders shall share in the distribution of assets by the Liquidator in the
same manner and to the same extent as all other creditors in the same class.

ARTICLE V
FINANCIAL DOCUMENTATION

51  The Liquidator shall support the affidavit to be submitted pursuant to Section 3.1
with financial documentation sufficient for the Conservator to verify the Liquidator’s
conclusions. The following items are examples of the types of documentation that may satisfy
this requirement:

(a) All documents and information provided to the Receivership Court;
(b) Current financial statements;

(c) Auditor’s reports;

(d)  Actuarial reports and projections;

(e) Policy runs which would list the name and address of the policyholder,
policy number, and the effective and cancellation dates;



(f) Lossruns fqr all creditors;

(g) Loss runs which break out claims by RICI Policyholders;
(h) List of claims allowed for payment;

(i) Listof disallowed claims;

()  Claim Files;

(k) Policy underwriting files.

5.2 In the event the Conservator, in his sole discretion, determines that the financial
documentation provided by the Liguidator pursuant to Section 3.1 does not support the

Liquidator’s conclusions, the Conservator may require that the Liquidator provide additional
documentation or other available information.

ARTICLE VI
NOTICE/PETITION FOR COURT APPROVAL

6.1 Articles 101, IV and V of the Agreement shall not be effective until the Agreement
is approved by the Conservation Court and the order approving the Agreement is entered in the

Conservation Proceeding.

62  The Conservator shall petition the Conservation Court for an order approving this
Agreement and terminating the Conservation Proceeding in accordance with its terms. The
petition shall request that the Coourt schedule a hearing on the Conservator’s petition for approval
of this Agreement.

6.3  The Liquidator shall provide notice to all RICI Policyholdérs that the Conservator
has petitioned the Conservation Court for an order approving this Agreement. The notice shall
state that

(a) Under to an order of the Supreme Court of the State of New York filed on
November 18, 2002, the-Conservator is conserving Trust Funds, in the present
amount of approximately $4.4 million pursuant to NYCRR Sections 27.13 and
27.14 (Regulation 41) for the benefit of RICI Policyholders as defined in the
Trust Agreement dated May 1, 1995 between RICI and BNYM;

(b) The Conservator and Liquidator have entered into an Agreement for the
purpose of avoiding duplication of effort and expense, by which the
Conservator will distribute the Trust Funds to the Liquidator for distribution to
the RICI Policyholders;



(c) The Agreement provides that the Liquidator will combine the Trust Funds
with the general assets for distribution to all creditors of the Reliance Entities,
including RICI, as the Policyholders will receive a greater pro-rata distribution
from the general assets than they would receive from the Trust Funds alone;

(d) The Agreement provides that the Liquidator will determine the value of ail
claims and that the final adjudication of claims in the Receivership Proceeding
will be binding on the Conservator;

(e) The Conservation Proceeding will be terminated following distribution of the
Trust Funds to the Liquidator;

(f) A hearing will be scheduled before the Conservation Court which time all
persons who object to the Agreement may be heard; and

(g) RICI Policyholders who wish to be heard must serve written objections on the
Conservator by the date prescribed by the Conservation Court. Written
objections should be served on the Superintendent of the New York State
Department of Financial Services as Conservator of Reliance Insurance
Company as successor in interest of Reliance Insurance Company of Illinois,
110 William Street, New York, New York 10038-3889 and must be filed in
the Supreme Court of the State of New York, County of New York, in the
proceeding entitled In the Matter of the Conservation of Reliance Insurance
Company of Illinois, Index No. 403409/02.

ARTICLE VII
GENERAL PROVISIONS

7.1  This Agreement shall be interpreted under and governed by the laws of the State
of New York.

79 TFollowing approval as provided in Section 7.3 hereof, disputes arising out of this
Agreement shall be resolved in the Conservation Proceeding or, subsequent to the termination of
the Conservation Proceeding, in the Supreme Court of the State of New York, County of New
York. The parties hereto consent to the jurisdiction of the Supreme Court of the State of New

York for these stated purposes.

73 In the event the Agreement is not approved by the Conservation Court, the parties
hereto shall be restored to the status quo ante except that the Conservator shall not be liable for
any expenses incurred by the Liquidator in connection with this Agreement.

74  The Liquidator warrants that, until such time as the RICI conservation proceeding
is terminated and RICI is no longer in conservation, he will defend, indemnify and hold harmless,
up to the extent of the value of the Trust Funds, the Conservator, his past, present and future

employees, agents, attorneys, successors and assigns from and against any and all claims,



counterclaims, demands, causes of action, judgments, liens, debts, liabilities, costs, fees,
disbursements, attorneys’ fees (whether incurred under salary, retainer or otherwise), expenses,
damages, losses and injuries of any kind , nature or description, known or unknown, suspected or
unsuspected, fixed or contingent, which now exist or may hereafter exist, arising out of or in any
way connected with this Agreement, Should the Liquidator be required to defend, indemnify and
hold harmless the Conservator or any of his past, present and future employees, agents, attorneys,
successors and assigns pursuant to this section 7.4, the monies required to satisfy the defense,
indemnification and hold harmless warranty shall come solely and exclusively from the Reliance
estate. In the event that monies are not available from the Reliance estate to fulfill this warranty,
said warranty shall become null and void.

76  The failure of a party to the Agreement to enforce any of the provisions herein
shall not be construed to be a waiver of the right of such party to enforce any such provisions.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the latest date
set forth below:

BENJAMIN M., LAWSKY
Superintendent of the New York

State Department of Financial

Services as Conservator of

RELIANCE INSURANCE COMPANY
OF ILLINOIS

Dated;__LO /7 //\ By: W %%\4
nathan L. Bing )
Special Deputy Superintendent *

and Agent

MICHAEL F. CONSEDINE

 Insurance Commissioner of the
Commonwealth as Liquidator of RELIANCE
INSURANCE COMPANY

Dated: __“ / 4 / y By: /&4’/ 4 4«17//«&;

David S. Breitling
Chief Liquidation Officer
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At IAS Part 21 of the Supreme Court
of the State of New York, County of
New York, at the courthouse,
80 Centre Street, in the County, Ci

and State of New York, on the 1[0_“”""
day of 1/, 2012,
PRESENT: |
HON. MICHAEL D. STALLMAN, J.S.C

In the Matter of ' Index No, 403409/02

‘the Conservation of the Trust Fund of B ORDER F l L E D

RELIANCE INSURANCE COMPANY
ag successor in interest of RELIANCE INSURANCE . : APR 12 2012

COMPANY OF ILLINOIS
—— un X

NEW YORK
Jonathan L. Bing, Special Deputy Superintendent and Agent of Benj an%r? W?ﬁ%ﬁ@ﬁ‘&OFFIOE

Superiﬁtendent of Financial .Services of .the State of New York, as conservator (the
“Conservator”) of a certain truct fund (“Trust 'Fund") established by Reliance Insurance
Company (“Reliance”™) as successor in intc‘rest of Reliance Insurance Company of Illinois
(“RICT™, havixig moved this Cowt for an order: (i) approving the conservation agreement
executed on October 14, 2011 (“Conservation Agreement”) entered into between the
Conservator and Michael F, Consedine, Insurance Commissioner of the Commonweaith of
Pennsylvania as liquidator (“Liguidator”) of the Reliance Insurance Company entities including
RICI; (b) authorz‘zi'ng the Conscyvator to dism’buic the Trust Fund to the Liquidator in
accordance with the Co.nservaﬁon Agreement; and (¢) upon distribution of the Trust Fund to the
Liquidator, in accordance with the Conservation Agreement, and the filing of a final report, the

Conservator, his predecessors and successors in office, agents, attorneys and employees shall be

M




-

dischargeci and released from all further liability arising out of this conservation proceeding and

that this conservation proceeding shall be terminated; and said motion having duly come on

before this Court on the 9™ day of April, 2012, and no objections having been made thereto;
UPON, reading and filing the petitioh of the Special Deputy, duly verified the 21st day

of December, 201 1; due deliberation having been had thereon, and upon the decision of this

Court, and

=3

NOW, on motion of John Peatson Kelly, attorney for the Congervatot, it is hereby

ORDERED, that the petition is granted; and it is further

ORDERED, that the Conservation Agreement is approved; and it is further

ORDERED, that the Conservator is authorized to distribute the Trust Assets to the Office
Holders in accordance with the Conservation Agreement; and it is further

ORDERED, that upon distribution of the Trust Fund to the Liquidator, in accordance
with the Consewation Agreement, and the filing of a final report, the Conservator, his
predecessors and successors in office, agents, attorneys and employees will be discharged and
released from any and all further liability arising out of this proceeding; and it is further

ORDERED, that the Conservator is hereby authorized to take further actions wiqich, he in

his discretion, deems advisable for the protection of the creditors and of the assets in his

possession and for the termination of this proceeding.
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RELIANCE INSURANCE COMPANY OF ILLINOIS

IN CONSERVATION
COMPARATIVE BALANCE SHEET

Conservation Date - November 18, 2002

May 31, 2012 November 18, 2002
ASSETS
INVESTED ASSETS

Cash and Equivalents - $ 116,766

Bonds - 3,706,980

Total Cash and Invested Assets - 3,823,746
TOTAL ASSETS - $ 3,823,746
LIABILITIES
TOTAL LIABILITIES -
SURPLUS - $ 3,823,746
TOTAL LIABILITIES AND SURPLUS - 3 3,823,746




RELIANCE INSURANCE COMPANY OF ILLINOIS
IN CONSERVATION
STATEMENT OF CHANGES IN CASH AND INVESTED ASSETS
FOR THE PERIOD FROM NOVEMBER 18, 2002 TO MAY 31, 2012

Inception to

MAY. 31,2012
Receipts Investment Income 774,429
Total Receipts 774,429
Disbursements
Transfer to the Liquidator 4,389,850
Salaries 76,546
EBmployee Relations & Welfare 31,504
Rent and Related Expenses 19,676
Professional Fees 9,636
General and Administrative Expenses 27,407
Other Miscellaneous Ixpenses 43,556
Total Disbursements 4,598,175
Net Increase (Decrease) in Cash and Invested Assets (3,823,746)
BEGINNING CASH AND INVESTED ASSETS - NOVEMBER 18, 2002 3,823,746

Unrealized Gain on Investments .

ENDING CASH AND INVESTED ASSETS - MAY 31, 2012 $ -







Index No. 403409 Year 2002
SUPREME COURT OF THE STATE OF NEW YORK COUNTY OF NEW YORK

In the Matter of
the Conservation of the Trust Funds of
RELIANCE INSURANCE COMPANY

as successor in interest of RELIANCE INSURANCE
COMPANY OF ILLINOIS.

ORDER TO SHOW CAUSE AND VERIFIED PETITION
(Final Report)

JOHN PEARSON KELLY
Attorney for the Superintendent of Financial Services of the State of New York as Conservator

Office and Post Office Address, Telephone

New York Liquidation Bureau
110 William Street
New York, NY 10038
(212) 341-6755
Fax (212) 608-3398

ATTORNEY CERTIFICATION
The undersigned, an attorney admitted to practice in the courts of New York State, certifies that, upon information, belief and
reasonable inquiry, the contentions in the above referenced document(s) are ng{ frivolous,

Dated: , 2012
New York, New York

- Framcéschetti

[ 1NOTICE OF ENTRY V
that the within is a (certified) true copy of & 4
duly entered in the office of the clerk of the within named court on the day of 20
[ ]NOTICE OF SETTLEMENT
that an order of which the within is a true copy will be presented for
settlement to the HON. one of the judges of the within named court, at
,on 20 at
Dated:
Yours, etc.
JOHN PEARSON KELLY

Attorney for the Superintendent of Financial Services
of the State of New York as Conservator

Office and Post Office Address, Telephone
New York Liguidation Bureau
110 William Street

New York, NY 10038

(212) 341-6755

Fax (212) 608-3398



