IN THE COMMONWEALTH COURT OF PENNSYLVANIA

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

Plaintift,

V. :  DOCKET NO. 269 MD 2001

H 25

RELIANCE INSURANCE COMPANY,

Defendant.

10: fdoh |

ORDER

This matter having come before the Coutt on the Petition of M., Diane Koken,
Insurance Commissioner of the Commonwealth of Pennsylvania as Liquidator of Reliance
Insutance Company to Extend Deadline for Affirming Or Disavowing Reliance Contracts,

on this day of , 2001, IT IS HIEREBY ORDERED that:

1. The Petition is GRANTED; and
2 IT IS FURTHER ORDERED that the Liquidatot shall be permitted until
Aptil 3, 2002 to affirm or disavow contracts to which Reliance is a patty, pursuant to 40 P.S.

§ 221.23(11).

James Gardner Colins, Judge
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IN THE COMMONSWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Tnsurance Commissiones of the
Commonwealth of Pennsylvania,
Plaintiff,
V. . DOCKET NO. 269 MD 2001
RELIANCE INSURANCE COMPANY,

Defendant.

e ——

PETITION TO EXTEND DEADLINE FOR AFFIRMING OR
DISAVOWING RELIANCE CONTRACTS

Petitionet M. Diane Koken, Insutance Commissioner of the Commonwealth of
Pennsylvania (“Commissioncr”), in her capacity as Liquidator of Reliance Insutance

Company (“Liquidatot™), respectfully requests that this Coutt entet an otder permitting the

Liquidator an 2dditional three month petiod within which to affirm or disavow contracts o
which Reliance is a party

Inn support of this Petition, the Liquidator avers the following:

1. On May 29, 2001, this Coutt entered an Otder of Rehabilitation with respect
to Reliance Insurance Company (“Reliance”).

2. On Octobef 3, 2001, this Coutt entered an Otder of Liquidation with respect
to Reliance.

3. The Otder of Liquidation, patagraph 3, authorizes the Liquidator to “take
possession of Reliance’s property, business and affairs as Liquidator, and to liquidate

Reliance in accordance with Article V of the Insurance Department Act of 1921, as amended

1
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(40 P.S. §§ 221.1 et seq.) (the “Act”), and to take such action as the interest of the
policyholders, creditors or the public may requite.” Otrder, at 3. Paragraph 4 of the Order
ptovides that the Liquidator is “vested with all the powers, rights, and duties authotized
under the Act and other applicable law.” Order, at 4.

4, Section 221.23 sets forth the powets of the Liquidator under the Act,
providing that the Liquidator shall have the powet, inter alia, “[tJo enter into such contracts

ELEY )

as are necessaty to carry out the order to Hiquidate, and to affirm or disavow any contracts to

which the insurer is a party.” 40 P.S. § 221.23(11) (emphasis added).

5. In accotdance with the power granted by §221.23(11), the Liquidation Otdet
specifically included authotization for the Liquidator to affirm ot disavow certain contracts
to which Reliance is a party. Paragtaph 16 of the Otder provides that “[e]xcept fot contracts
of insurance and fot reinsurance, all executoty contracts to which Reliance is a party as of
the date of this Order may be affirmed or disavowed by the Liquidator within 90 days of the
date of this Order.” Otrder, at §16. That 90-day period would expire on Januaty 3, 2002,

6. In the period following Octobet 3, 2001, both the Reliance staff and the
Liquidation staff have undettaken to identify and locate the “contracts to which Reliance is a
party” as the preliminary step to (1) evaluating the necessity for, fairness of and/or
burdensomeness of the contracts; and (2) deciding whether to affirm ot disavow the
contracts.

7. Over 1500 contracts have been identified alteady, and there is reasonable
confidence that the most significant contracts have been identified and gathered. The teview

ptocess has begun. This process includes determining whether the goods or services are still
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in use, whether the goods ot services are necessary for the future operations of the
liquidating company, whethet the terms of the vatious conttacts are fair or might be more
favorably renegotiated, and whether better terms might be available elsewhere for the same
goods ot services. The contracts identified encompass all areas of the operation of
Reliance, including but not limited to claims administration contracts, facilities management
conttacts, real estate leases, building maintenance conttacts, food setvice conttacts,
information technology contracts (including hardware, softwate, maintenance, service,
consulting and other types of data processing contracts), office supply contracts, travel
related contracts, tax-related contracts, employec-related contracts, and accounting and
ﬁngncial setvices contracts. -

8. The October 3 Order provided that the Liquidator would have 90 days to
affirm or disavow contracts. However, the Act imposes no time limit. See 40 P.S. §
221.23(11).

9. The task of identifying and reviewing all contracts has consumed mote time
than otiginally anticipated by the Liquidator notwithstanding diligent effotts by a dedicated

| staff, all of whom have other significant and time-consuming tesponsibilities.

10.  Accordingly, given that the statute imposes no time limit, but undesstanding
the impottance of diligent and timely effosts to make the approptiate decisions, the
Liquidator respectfully tequest an additional 3 month petiod, running from January 3, 2002
until April 3, 2002 to affirm or disavow contracts to which Reliance is a patty.

11.  Without additional time to make the decision to affirm or disavow contracts

under § 221.23(11), the Liquidator will suffer extreme ptejudice, as continuation of
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disadvantageous contracts may result in additional, unintended and unnecessary drains on

the company’s assets.

WHEREFORE, the Liquidator respectfully requests that this Court grant the

Petition, enter an Order in the form attached hereto, and ordet such other telief as this

I

Coutt deems necessary and appropriate.

BLANK ROME COMISKY & MCCAULEY LLP

gf/

JEROME R/ Rlcm,éR
ANN B. LAUPHEIMER
One Logan Squate
Philadelphia, PA 19103-6998
(215) 569-5500

Attorneys for Plaintiff

M. Diane Koken, Insurance Commissioner
of the Commonwealth of Pennsylvania, as
Liquidatot of Reliance Insurance Cotmpany

OF COUNSEL:

David F. Simon

Chief Counsel

The Pennsylvania Insurance Department
1341 Strawberty Squate

Harrisburg, PA 17120

(717) 787-6009

Dated: December 14, 2001
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VERIFICATION

I, William S. Taylor, Deputy Insurance Commissioner of the Pennsylvania Insurance
Department, Office of Liquidations, Rehabilitations and Special Funds, am authorized by M.
Diane Koken, Insurance Commissioner of the Commonwealth of Pennsylvania, pursuant to
40 P.S. § 221.23, o act on her behalf in her capacity as the Liquidator of Reliance Insurance
Company. 1 hereby verify that the facts set forth in the foregoing Petition are true and
correct to the best of my knowledge, information and belief.

[ understand that this Verification is made subject to the penalties of 18 P.S. § 4904

relating to unsworn falsification to authorities.

Date: pecember L4, 2001 w\&&)\&w\% \(JM\&J"'

William S. Taylor |
Deputy Insurance Commissioner of the
Pennsylvania Insurance Department




CERTIFICATE OF SERVICE

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

d Master Service List by

A

Dated: Decembet 14, 2001
AN Bﬁlo VIBovICH

foregoing Petition was served on all persons listed on the attache

~ U.S. Mail, postage prepaid.
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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,
[nsurance 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,
Tnsurance Commissioner of the
Commonwealth of Pennsylvania)

Marilyn K. Kincaid

Reliance Insurance Company
(in Liquidation)

5 Hanover Square

New York, NY 10004

(212) 858-6500

(Attomey 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.)

114582.00600/20621 504v1

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 & Plimpion

875 Third Avenue

New York, NY 10005

(212) 909-6000

(Attorneys for Reliance Group
Holdings, Inc.)

William Charles Bensley

George Whittaker Howard

Bdward 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

Adelman Lavine Gold & Levin, P. C.

1900 Two Penn Center Plaza

Philadelphia, PA 19102

(215) 568-7515

(Attorneys for Committee of Policyholders)
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Charles Jay Schleifer, Esquire

Eisenberg, Rothweiler, Schleifer, Weinstein
& Winkler, P.C.

1634 Spruce Street

Philadelphia, PA 19103

(215) 546-6610

(Attorneys for Dean Goshert and Stephanie
Goshert)

N. Christian Glenos

Walston Wells Anderson & Bains

Suite 500 505 20" Street North
Birmingham, AL 35203

"~ (205) 251-9600

(Attorneys for Healthsouth Corporation)

Robert D. Brown

Donato Minx & Brown

Quite 2310, 3200 Southwest Freeway
Houston, TX 77027-7525

(713) 877-1112

(Attorneys for Andy’s Marine, Inc.)

Mike Crane, Esquire

Law Office of McManus & Crane, LLP

209 West Juan Linn

P.O. Box 2206

Victoria, TX 77902-2206

(361) 575-6764

(Attorneys for Iris Kramer, Individually and
as Guardian of the Person and Estate of
Nicky Lee Kramer, an Incapacitated Person,
and as Next Friend of Joshua Kramer, Minor
Child of Nicky Lee Kramer, Jason Kramer
and Jason Tarver)

Michele Ann Smolin, Esquire
McDonald, Hopkins, Burke & Haber
600 Superior Avenue B

Cleveland, OH 44114-2653

(216) 348-5400

(Attorneys for United Church of Christ
Insurance Board)
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Dolores Mary Troiani, Esquire
Rebe Holtzman Kivitz, Bsquire
45 Darby Road, Suite E

Paoli, PA 19301

(610) 647-6204

(Attorneys for Dawn Popoca)




