IN THE COMMONWEALTH COURT OF PENNSYLVANIA

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

Plaintiff,

V.
RELIANCE INSURANCE COMPANY,

Defendant

RESPONSE IN OPPOSITION TO SUTTON WOODS
CONDOMINIUM ASSOCIATION INC.’S PETITION FOR

INTERVENTION AND PETITION FOR RELIEF FROM STAY

M. Diane Koken, the Insurance Commissioner of the Commonwealth of
Pennsylvania, as Liquidator for Reliance Insurance Co. (*Liquidator”) opposes Sutton

Woods Condominium Association Inc.’s (“Sutton Woods”) petition for intervention and

petition for relief from stay as follows:

BACKGROUND
A, Liquidation Order and its Stay Provisions
1.

On October 3, 2001, the Commonwealth Coutt of Pcnnsylvarﬁa entered its

order (“Liquidation Order”) placing Reliance Insurance Company (“Reliance”) in liquidation

putsuant to Penn. Stat. Ann. tit. 40, §§ 221.1 et seq. (“Pennsylvania Insurance Act”). The
Liquidation Order declared Reliance insolvent. Otrder at 3.

2,

Pursuant to the Pennsylvania Property and Casualty Insurance Guaranty

Association Act, 40 P.S. §§991.1801 et seq. (the “Act”), upon entry of an otder declaring an




insurer insolvent, the guatanty association assumes an insolvent insurer’s claim obligations
for any “covered claim.” The Act provides that actions in which the insolvent insurer is
obligated to defend a party in the Commonwealth of Pennsylvania ate stayed for ninety (90)
days “to petmit proper defense by the [guaranty] association of all pending causes of action.”
40 P.S. §991.1803. Consistent with the Act, paragraph 23 of the Liquidation Otdet expressly
provides for a 90-day stay with respect to “all proceedings in which Reliance is obligated to
defend a patty in any court of this Commonwealth.”

3. For suits in which Reliance is obligated to defend a party pending outside of
Pennsylvania and in fedetal coutts, the Liquidation Otder requests comity in the imposition
of a stay by such courts. Order at § 23.

B.  Sutton Woods’ Petition for Relief from Stay

4. On October 22, 2001, Sutton Woods filed a petition with this Court to
intervene in this action fot the putpose of seeking a relief from the 90-day stay.

5. In its petition, Sutton Woods alleges that it is a plaintiff in an action captioned
Sutton Woods Condominium Associgtion, Inc. v. Baker Firestone et al., Docket No. MR3-
1.-20 52-95 that is pending in the Superior Court of New Jetsey, Law Division, Morris
County (“New Jersey Action™) in which one of the defendants, Coffey Brothers, Inc., is
insured by Reliance.

i Ptior to this Court’s entry of the Liquidation Otder, Reliance provided

defense in the New Jetsey Action.




ARGUMENT

Sutton Woods’ Petition for Relief for Stay should be Denied because a
Stay is Authotized by the Liquidation Order and Applicable Law and is
Necessary

7. The Liquidation Order clearly authotizes a stay of the New Jersey Action. For
cases pending outside of Pennsylvania, such as the New Jetsey Action, the Liquidation
Order requests comity in the imposition of a stay permitted under the laws of the applicable
jutisdiction.

8. New Jersey’s Property-Liability Insurance Guaranty Association Act requires a
stay of 120 days to permit proper defense of the case by the New Jersey guaranty
association. N.J.S.A. 17:30A-18 (in all actions which an insolvent insurer is obligated to
defend a party in any court in New Jersey “shall be stayed for 120 days and such additional
time thereafter as may be determined by the court to permit proper defense by the
association of all pending claims.”).

9. Thetefote, both the Liquidation Osder and New Jersey law recognize the
proptiety and necessity of a stay of the New Jersey Action.

10.  'The New Jersey guaranty association is authotized by applicable law and may

elect to seek a 120-day stay of the New Jersey Acdon.




WHEREFORE, the Liquidator requests that this Coust entet an order denying

Sutton Woods’ petitions.

Respectfully submitted,

BLANK ROME COMISKY & McCAULEY LLP

By:

OF COUNSEL:

David F. Simon, Esquire

Chief Counsel

The Pennsylvania Insurance Department
Office of Chief Counsel

1341 Strawbetry Squate

Harrisburg, PA 17104

November &_ , 2001

Richard P. McElroy
Ann E, Kim

One Logan Squate
Philadelphia, PA 19103-6998

Counsel for M. Diane Koken,

Insurance Commissioner, Commonwealth
of Pennsylvania, Liquidator of

Reliance Insurance Company




CERTIFICATE OF SERVICE

I herehy certify that a true and cortect copy of the preceding Response in Opposition
to Sutron Woods Condominium Association, Inc.’s Petition for Intervention and Petition
for Relief from Stay was served this 2nd day of November 2001, by first class mail, postage
prepaid, upon the individuals listed in the attached Master Service List and by hand delivery
upon;

Richatd P. Coe

Weir & Partners, LLP

1339 Chestnut Street, Suite 500

Philadelphia, PA 19107

(Attorneys for Fotestal Village Community Services
Association, Inc. and Sutton Woods Condominium Assoc.,
Inc.)

ANK E. KIM
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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 _

(Attorneys for M. Diane Koken,
Insurance Commissioner of the
Commonwealth of Pennsylvania)

David F. Simon

Chief Counsel

Pennsylvania Insurance Department
1341 Strawberry Square
Harrisburg, PA 17120

(717) 787-6009

(Attorney for M. Diane Koken,
Insurance Commissioner of the
Commonwealth of Pennsylvania)

Marilyn K. Kincaid

Reliance Insurance Company
(in Liquidation)

5 Hanover Street

New York, NY 10005

(212) 858-6500

(Attorney for Reliance Insurance
Company (in Liquidation))

Hillary C. Steinberg

James Michael Matour

Hangley Aronchick Segal & Pudlin, P.C.
One Logan Square

Philadelphia, PA 19103

(215) 568-6200

(Attorneys for Reliance Group
Holdings, Inc.)
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Jeffrey B. Rotwitt

Obermayer Rebmann Maxwell & Hippel
1 Penn Center, 19" Floor

Philadelphia, PA 19103-1895

(215) 665-3000

(Attorneys for M. Diane Koken,
Insurance Commissioner of the
Commonwealth of Pennsylvania)

Edward A. Perell

Debevoise & Plimpton

875 Third Avenue

New York, NY 10005

(212) 909-6000

(Attorneys for Reliance Group
Holdings, Inc.)

William Charles Bensiey

George Whittaker Howard

Edward M. Nass

Howard Brenner & Nass, P.C.

1608 Walnut Street, Suite 1700
Philadelphia, PA 19103

(215) 546-8200

(Attorneys for Francine and Ted Forman)

Brad S. Karp

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

New York, NY 10019

(212) 373-3000

(Attorneys for Reliance Group

Holdings, Inc.}

Robert H. Levin

Adeiman Lavine Gold & Levin, P. C.

1900 Two Penn Center Plaza

Philadelphia, PA 19102

(215) 568-7515

(Attorneys for Committee of Policyholders)




Richard E. Poocle

Potter Anderson & Cotroon LLP
1313 North Market Street

P.O. Box 951

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

(Attorneys for Jason Pauley)

Richard P. Coe

Weir & Partners, LLP

1339 Chestnut Street, Suite 500
Philadelphia, PA 19107

(215) 665-8181

(Attorneys for Forestal Village Community
Services Association, Inc. and Sutton
Woods Condominium Assoc., Inc.)

Theodore E. Huenke

Huenke & Rodriguez

One Huntington Quadrangle, Suite 2502
Melville, NY 11747

(631) 756-2024

(Attorneys for Hanover Ins. Co.)

Andrew K. Stutzman

David Carl Franceski

Stradley, Ronon, Stevens & Young, LLP
2600 One Commerce Square

Philadelphia, PA 19103-7098

(215) 564-8008

(Attorneys for Citicorp North America, Inc.)

Roy S. Cohen

Nicole L. Herman

Cohen, Segalis, Pallas & Greenhall, P.C,
1515 Market Street, 11" Floor
Philadelphia, PA 19102
(215)564-1700

-and-

Richard D. Batchelder, Jr.
Ropes & Gray

One International Place

Boston, MA 02110-2624

(617) 951-7000

(Attorneys for Miami Cruiseline
Holdings LLC)
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Adam B. Kutinsky

Hertz, Schram & Saretsky

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

(248) 335-5000

(Attorneys for Trustee of FPA Creditor
Trust)

Frank F, McGinn

Bartlett Hackett Feinberg, P.C.
Suite 920 :
10 High Street

Boston, MA 02110

(617) 422-0200

(Attorneys for Flatley Company)

James W. Creenan

Francis X. McTieman

Wayman, [rvin & McAuley

1624 Frick Building

Pittsburgh, PA 15219

(412) 566-2970

(Attorneys for Consolidated Freightways)

Janet S. Baer

Kirkland & Ellis

200 East Randolph Drive, Suite 6500
Chicago, IL 60601

(312) 861-2200

(Attorneys for AmeriServe Food
Distribution, Inc.)

Robert D. Rhoad

Dechert Price & Rhoads

Princeton Pike Corporate Center

P.0O. Box 5218

Princeton, NJ 08543

(609) 620-3200

(Attorneys for Acumen Re Management
Corporation)




Robert A. Kaufman

Michael L. Browne

Reed Smith Shaw & McClay LLP
2500 One Liberty Place

Philadelphia, PA 19103

(215) 851-8262

(Attorneys for Vitas Healtheare Corp.)

Gavin P. Lentz

David Paul Heim

Vincent J.B, Van Laar

Bochetto & Lentz P.C.

1524 Locust Street

Philadelphia, PA 19102

(215) 735-3900

(Attorneys for Higgins Erectors &
Haulers, Inc.)

Thomas J. Madigan

Christopher A, Coppula

Cohen & Grigsby, P.C. -

11 Stanwix Street, 15" Floor
Pittsburgh, PA 15222

(412) 297-4900

(Attorneys for O'Brien-Kreitzberg
& Associates, Inc.)

Stephen C. Becker

Becker Law Office

P.O. Box 192991

San Francisco, CA 94119-2991

(415) 434-8000

(Attorneys for Great Western Collection
Bureau)
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