IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Insurance Commissioner of the
Commonwealth of Pennsylvania,
Plaintiff,
v. » DOCKET NO. 269 MD 2001
RELIANCE INSURANCE COMPANY,

Defendant.

ORDER
This matter having come before the Court on the Emergency Petition of M. Diane
deen, Insurance Commissioner of the Commonwéalth of Pennsylvania, as Liquidator of
Reliance Insurance Company, to Order Non-Payment of Bond and for Modification of the
Otdet of Liquidation;

IT IS on this day of October, 2001, hereby ORDERED that the Emetgency

Petition is GRANTED, and that the Liquidatot is ORDERED to refrain from posting the

appeal bond in the Wherehouse Entertainment Iac. action.

James Gardnet Colins, Judge
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Insurance Commissioner of the
Commonwealth of Pennsylvania,

Plaintiff,
V. . DOCKET NO. 269 MD 2001
RELIANCE INSURANCE COMPANY,

Defendant.

ORDER
This matter having come before the Court on the Emergency Petition of M. Diane
Koken, Insurance Commissioner of the Commonwealth of Pennsylvania, as Liquidator of
Reliance Insurance Company, to Order Non-Payment of Bond and for Modification of the
Otrder of Liquidation;
TT IS on this _____ day of October, 2001, hereby ORDERED that the word
“liquidation” shall be substituted for the term “cehabilitation” in the third sentence of

Paragraph 23 of the Court’s October 3, 2001 Order of Liquidation.

James Gardner Colins, Judge
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Lnsurance Commissioner of the

Commonwealth of Pennsylvania, =]
Plaintiff, o T
V. :  DOCKET NO. 269 MD 2001 = =
RELIANCE INSURANCE COMPANY, . =
_ =

Defendant.

EMERGENCY PETITION TO ORDER NON-PAYMENT OF BOND
AND FOR MODIFICATION OF THE QRDER OF LIQUIDATION

- Petdtioner M. Diane Koken, Insurance Commissioner of the Commonwealth of
Pennsylvania (“Commissioner™), as Liquidator of Reliance Insurance Company
(“Liquidator”), respectfully requests based upon the declared insolvency of Reliance
Insurance Company (“Reliance” or the “Company”) and the October 3, 2001 Order of
Liquidation, and the fact that the posting of an appeal bond in the amount of $11.5 million

(the “appeal bond”) in the claims lidgation mattex David L. Peterson, et al. v. Whetchouse

Entertainment Inc., et al,, pending in the Superior Court of California, County of Santa Clara
(the “Wherehouse action™), is not in the best interest of the estate of Reliance, nor in the
best interests of Reliance policyholders, claimants, creditors and the general public, thét this
Court order the Liquidatot to refrain from posting the appeal bond in the Wherehouse
action.

In support of this Petition, the Liquidator avers the following:
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NON-PAYMENT OF BOND

1. On September 28, 2001, the Commissioner, in her then-capacity as
Rehabilitatot of Reliance, filed an emergency petition seeking Court approval to sell ot
transfer $11.5 million of United States Treasuty securities purchased in contemplation of
posting the appeal bond in the Wherehouse action. See Emergency Petition for Approval of
Sale of Real Estate Assets and Secutities (filed Sept. 28, 2001). Also on September 28, 2001,
this Court entered an Otder granting the Emergency Petition with regard to the appeal
hond. See Otder of the Court (filed Sept. 28, 2001).

2. On October 3, 2001, the Commissioner petitioned this Coust for an Order of
Liquidation of Reliance Insurance Company. On that same day, the Court enteted an Order
placing Reliance in liquidation under the provisions of the Insurance Department Act of
1921 (the “Act”). 40 P.S. §§ 221.1 et seq. In the Order of Liquidation, the Court appointed
the Commissioner Liquidator of Reliance, vesting her “with all the powers, tights, and duties
authorized under the Act and other applicable law.” See Order of Liquidation (filed Oct. 3,
2001); 40 P.S. § 221.23 (9-10).

3. This Coutt declared Reliance “insolvent,” as that term is defined in the Act.
Id., 7 2; see 40 P.S. § 221.3. Potan insuret such as Reliance, the Act defines “insolvency” as
the inability to pay current obligations when they are due, or when admitted assets do not
exceed the insurer’s liabilities plus capital and sutplus required by law. 40 P.S. §221.3.

4. The Otder of Liquidation “supercedes any order entered by this Court prior
to 12:00 noon, October 3, 2001{]” including this Court’s Ordes of September 28, 2001,

approving “the sale or transfer of the United States Treasury secutities purchased in
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contemplation of posting the . . . appeal bond [in the Wherehouse action] .. ..” See Otder

of Liquidation (filed Oct. 3, 2001); see also Order of the Coutt (filed Sept. 28, 2001).
| 5. The Coutt’s Order of Liquidation declating Reliance insolvent requires that
Further disbursements of Reliance funds proceed putsuant to the procedures set forth in the
Insurance Department Act, including that all policyholders be treated similarly and receive
no more than their .pro rata shate of distributable assets, at such time as a distribudon is
made by the Liquidator. See, e.g., 40 P.S. §§221.36, 221.44. Posting the appeal bond would
distribute assets outside of, and contraty to the procedures required by statute.
6. Accordingly, the Liquidator respectfully requests that this Court order
ordering the Liquidator to refrain from posting the appeal bond in the Wherehouse action.
7. To avoid any potential prejudice to the insured or the applicable guaranty
association, the Liquidator requests that this Petition be considered on an emergency basis.

MODIFICATION OF THE ORDER OF LIQUIDATION

8. The Commissionet’s Petition for Liquidation on October 3, 2001, included an
inadvertent reference to the Coutt’s supervisory authority over “rehabilitation” proceedings
under the Act, tather than “liquidation” proceedings. Specifically, in the third sentence of
Parageaph 23 of proposed Otder of Liquidation, the word “liquidation” should have been
substituted for the tetm “rehabilitation.” The Liquidator respectfully requests, in the interest
of avoiding any confusion over the terms of the Otder of Liquidation, that an Otder be
entered by the Court modifying Paragraph 23 of the October 3 Otrder of Liquidaton to

cotrect this inadvertent typographical error of counsel for the Commissionet.
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WHEREFORE, the Liquidator respectfully requests that this Court grant the
Emergency Petition, enter Ordess in the form attached hereto, and ordet such other relief as

this Court deerms necessary and appropriate.

BLANK ROME COMISKY & MCCAULEY LLP

o U PRAT

JEROME R. RICHTER
ANN B. LAUPHEIMER
ANTHONY VIDOVICH
One Logan Square
Philadelphia, PA 19103-6998
(215) 569-5500

Attorneys for Plaintiff

M. Diane Koken, Insurance Commissioner
of the Commonwealth of Pennsylvania, as
Liquidator of Reliance Insurance Company

QOF COUNSEL:

David F. Simon

Chief Counsel

"The Pennsylvania Insurance Department
1341 Strawberry Squate

Harrisburg, PA 17120

(717) 787-6009

Dated: October 5, 2001
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CERTIFICATE OF SERVICE

1, Anthony Vidovich, hereby cextify that this day a true and correct copy of the

foregoing Hmergency Petition was served on all persons listed on the attached Master

Service List by facsimile and U.S. Mail, postage prepaid.

/AnthoLﬁ’Y Vid Vid’tl/

Dated: October 5, 2001
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Master Service List

M. Diane Koken, Insurance Commissioner of the Commonwealth of Pennsylvania

Reliance Insurance Company
No. 269 M.D. 2001 (Commonwealth Court of Pennsylvania)

Jerome R, Richter

Ann B. Laupheimer

Blank Rome Comisky & McCauley LLP
One Logan Square

Philadelphia, PA 19103

(215) 569-5500

David F. Simon

Chief Counsel

Pennsylvania Insurance Department
1341 Strawberry Square
Harrisburg, PA 17120

(717) 787-6009

Marilyn K. Kincaid

Reliance Insurance Company
(in Liquidation)

5 Hanover Street

New York, NY 10005

(212) 858-6500

Hillary C. Steinberg
James Michael Matour

Hangley Aronchick Segal & Pudlin, P.C.

One Logan Square
Philadelphia, PA 19103
(215) 568-6200

Jeffrey B. Rotwitt

Obermayer Rebmann Maxwell & Hippel
1 Penn Center, 19" Floor
Philadelphia, PA 19103-1895

(215) 665-3000

Edward A. Perell
Debevoise & Plimpton
875 Third Avenue
New York, NY 10005
(212) 909-6000
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William Charles Bensley
George Whittaker Howard
Edward M. Nass

Howard Brenner & Nass, P.C.
1608 Walnut Street, Suite 1700
Philadelphia, PA 19103

(215) 546-8200

Brad S. Karp

Paul, Weiss, Rifkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019

(212) 373-3000

Robert H. Levin

Adelman Lavine Gold & Levin, P. C,
1900 Two Penn Center Plaza
Philadelphia, PA 19102

(215) 568-7515

Richard E. Poole

Potter Anderson & Corroon LLP
1313 North Market Street

P.O. Box 951

Wilmington, DE 19899-0951
(302) 984-6006

Richard P. Coe

Weir & Partners, LLP

1339 Chestnut Street, Suite 500
Philadelphia, PA 19107

(215) 665-8181

Theodore E. Huenke

Huenke & Rodriguez

One Huntington Quadrangle, Suite 2802
Melville, NY 11747

(631) 756-2024




Andrew K. Stutzman

David Carl Franceski

Stradley, Ronon, Stevens & Young, LLP
2600 One Commerce Square
Philadelphia, PA 19103-7098

(215) 564-8008

Roy S. Cohen, Esquire

Nicole L. Herman, Esquire

Cohen, Segalis, Pallas & Greenhall, P.C.
1515 Market Street, 11" Floor
Philadelphia, PA 19102

(215)564-1700

Richard D. Batchelder, Jr., Esquire
Ropes & Gray

One International Place

Boston, MA 02110-2624

(617) 951-7000

Adam B. Kutinsky, Esquire

Hertz, Schram & Saretsky

1760 S. Telegraph Road, Suite 300
Bloomfield Hills, M1 48302

(248) 335-5000

Frank F. McGinn, Esquire
Bartlett Hackett Feinberg, P.C.
Suite 920

10 High Street

Boston, MA 02110

(617) 422-0200

114582,00800/20621 504v1




