IN THE COMMONWEALTH COURT OF PENNSYLVANIA

JOEL S. ARIO, Insurance Commissioner
of the Commonwealth of Pennsylvania,
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RE: Quit Claim of Ryan Park Center Properties
in Loudon County, VA
ORDER
AND NOW this day of , 2010, this Court having considered

the Petition of Joel S. Ario, Insurance Commissioner of the Commonwealth of Pennsylvania, in
his official capacity as Liquidator of Reliance Insurance Company (“Liquidator™) for approval to
forego an option to repurchase 3 acres of land (“Repurchase Option™) identified as Tax Map 79,
Parcel 25D located in Ryan Park Center, Loudoun County, Virginia (“Property”) and to finally
quit claim all interest in the Property to Ashburn 2005 LLC (“Ashburn™); and there being no

objections to the Petition, the Court ORDERS as follows:



1. The Court finds that the Purchase Price paid by Ashburn for Reliance te forego
the Repurchase Option and finally quit claim any interest in the Property represents fair value to
the Reliance Estate under the circumstances outlined in the Petition;

2. The Court finds that the terms of the transaction are fair to Reliance and in the
best interests of the Reliance estate, its policyholders, claimants and the general public in that the
proposed transaction will assist in achieving the objectives of liquidation under the Act by
marshalling the assets of Reliance to distribute to its creditors;

3. The Court further finds that the proposed transaction complies with this Court’s
Order of November 30, 2001, in that the transaction has been conducted “at arms length” and is
“supported by written appraisals or brokers’ opinions of value”;

4, The Petition is hereby GRANTED;

5. The Agreement and Joint Escrow Instructions, the Mutual Release, and the Deed
of Release and Quit Claim (collectively, “Agreements”) are hereby APPROVED; and

6. The Liquidator is authorized to take any and all actions necessary to perform
under and consummate the Agreements and any related documents.

Further, the Liquidator shall send notice of this Order to the Master Service List and file
an affidavit reflecting such service.

BY THE COURT:

BONNIE BRIGANCE LEADBETTER,
President Judge
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PETITION FOR APPROVAL TO QUIT CLAIM PROPERTY
IN RYAN PARK CENTER, LOUDOUN COUNTY, VIRGINIA

Petitioner, Joel S. Ario, Insurance Commissioner of the Commonwealth of Pennsylvania,
in his official capacity as Liquidator (“Liquidator”) of Reliance Insurance Company (“Reliance™)
respectfully requests that this Court enter an Order approving the Agreement and Joint Escrow
Instructions, the Mutual Release, and the Deed of Release and Quit Claim (collectively,
“Agreements”) between Reliange and Ashburn 2003, LLC (“Ashburn™). Pursuant to the
Agreements, if approved, the Liquidator intends to forego exercising an option it holds to
repurchase (“Repurchase Option”) an approximately 3.0 acre portion of a property designated as
Tax Map 79, Parcel 25D in the Ryan Park Center, Loudoun County, Virginia and to finally
convey by quit claim its interest in the 3.0 acres to Ashburn as further detailed below and in the
Agreement and Joint Escrow Instructions attached as Exhibit A, the Mutual Release attached as
Exhibit B, and the Deed of Release and Quit Claim attached as Exhibit C.

In support of his petition, the Liquidator avers the following:

1. On October 3, 2001, this Court found Reliance to be insolvent and appointed the



Commissioner as Liquidator of Reliance pursuant to Article V of the Insurance Department Act

of 1921, 40 P.S. §221.1 et seq (“Act”).

2. The Act confers broad powers on the Liquidator to dispose of the assets of
Reliance in order to maximize the value of the Reliance estate for eventual distribution to
policyholders and creditors and provides the following specific authority in 40 P.S. §221.23:

(7) To conduct public and private sales of the property of the

insurer.
(9) To..... sell, transfer, abandon or otherwise dispose of or deal

with, any property of the insurer at its market value or upon such terms and
conditions as are fair and reasonable. He shall also have power to execute,
acknowledge and deliver any and all deeds, assignments, releases and other
instruments necessary or proper to effectuate any sale of property or other
transaction . . .. ..

(11) To enter into such contracts as are necessary to carry out the
order to liquidate . . . .
3. By its Order of November 30, 2001, this Court requires the Liquidator to submit
proposed sales of Reliance-owned real estate assets to the Court for prior approval, with service
upon the Master Service List. That Order also requires that “[s]ales shall be at arms length and

sales prices shall be supported by written appraisals or brokers’ opinions of value.”

FACTUAL BACKGROUND

4. At the date of liquidation, Reliance owned several parcels of real property located
in what is commonly known as the Ryan Park Center, Loudoun County, Virginia. The Ryan
Park Center consisted of approximately 111 acres of land and was purchased as part of a larger
transaction on April 3, 1989.

5. In an Order dated April 9, 2003, this Court approved three separate transactions,
one of which was for the sale of an 8.15 acre tract of land in the Ryan Park Center including a)

the 3.0 acres at issue in this Petition (“Property”); (b) an 0.8 acre retention pond; and (¢) 4.35



acres of developable land which collectively comprised Parcel 25D to Church Road, Limited
(“Church Road”). The sale of Parcel 25D to Church Road was consummated on May 12, 2003,
at a total price of $1,137,674 or approximately $6 per square foot (2003 Transaction”) for the
4.35 useable acres. Pursuant to the sales contract with Church Road, Reliance retained the
option, to be exercised no later than ten (10) years after the closing of that sale, to repurchase all,
or part, of the Property included in Parcel 25D. That option was also incorporated into the Deed
(“Church Road Deed”) transferring Parcel 25D to Church Road. Church Road subsequently
conveyed Parcel 25D to Ashburn, a related entity.

6. As memorialized in the Church Road Deed, to exercise the Repurchase Option for
the Property, Reliance would be required to pay Church Road: a) a pro-rata portion of Church
Road’s closing costs from the 2003 Transaction; b) a pro-rata portion of any taxes paid by
Church Road since closing on the 2003 Transaction on the Property; and ¢) interest on the
repurchase price dating back to the 2003 Transaction. Reliance estimates that it would cost
approximately $83,000 plus approximately $10,000 in closing costs to exercise the Repurchase
Option at this time for the Property.

7. In June of 2005, this Court issued an Order approving the Liquidator’s petition to
exercise the Repurchase Option and sell the Property to Comstock Loudon Station, L.C.
(“Comstock™) for $555,390 or approximately $4.25 per square foot. Loudoun County
(“County”) wanted the Property conveyed to Comstock because Comstock was obligated,
pursuant to an approved development plan for a larger related tract of land, to purchase the
Property on behalf of the County and deed it over to the County for a future mass transit parking
lot.

8. Subsequent to the 2005 Order from this Court, Church Road refused to reconvey



the Property to Reliance. Comstock had the right under the sales agreement to assume the
Repurchase Option from Reliance and then pursue Church Road to reconvey the Property to
them, but Comstock instead chose to terminate the purchase transaction.

9. In 2006 Reliance moved to have the Virginia courts issue an order requiring
Ashburn (the successor to Church Road) to convey the Property and began to carve out the
Property as a separate parcel which Reliance could then convey to a third party. Such an order
was received in November 2006 and plotting the metes and bounds of the property continued
through 2007,

10.  In 2008, the County started discussing a condemnation of the Property for the
mass transit parking lot and ordered an appraisal of the Property. The appraisal, valued the
Property at $540,000 as of October 31, 2008. The appraisal summary is attached as Exhibit D.
However, Comstock informed the County that market conditions were not conducive in the fall
of 2008 t(; begin development of their larger tract and that they would not be willing at that time
to pay $540,000 for the Property. Comstock suggested they might be interested at a price of
$300,000 to $350,000.

11.  In the meantime, Reliance had reached an agreement to reacquire the Property
from Ashburn for $63,000 pursuant to the provisions of the Church Road Deed and $10,000 in
closing costs (“2008 Transaction™). Reliance submitted documents to a title company and a
closing was scheduled on November 4, 2008 when Ashburn requested a restriction in the deed

which Reliance was unwilling to provide. The 2008 Transaction did not close.



PROPOSED TRANSACTION

12.  Pursuant to the Agreements, Ashburn has deposited the following with an escrow
agent:
a. $400,000 (“Purchase Price”)
b. $637.50 for escrow agent fees
c. two executed Mutual Releases
Pursuant to the Agreements, Reliance has deposited the following with an escrow agent:

d. $637.50 for escrow agent fees

e. an executed Quit Claim Deed
f. two executed Mutual Releases
g. two Certificates of Release which release two Memorandums of Lis

Pendens filed in the County regarding the dispute between Reliance and
Church Road beginning in 2005.
13.  If this Court approves the proposed transaction as set forth in the Agreements,
Reliance will receive the following within 2 business days of the approval order:
a. an executed Mutual Release;
b. $400,000;
c. $73.833.97 plus accrued interest in escrowed funds remaining from the
aborted 2008 Transaction.
If this Court does not approve the transaction as set forth in the Agreements within 120 days
from February 16, 2010, the original documents and funds (minus the escrow agent fees) will be
returned to the parties depositing them; the Agreements shall be of no force and effect; and both

parties shall have and retain any and all claims against the other that currently exist between



them.

TRANSACTION IS IN BEST INTEREST OF THE ESTATE

14.  The Liquidator has taken steps to determine whether the Purchase Price
constitutes fair value for a final quit claim of the Property which is the subject of the Repurchase
Option, pursuant to 40 P.S. §221.23(7) and (9). After reviewing the terms of the transaction and
obtaining independent, professional advice as to the fair market value of the Property, the
Liquidator is satisfied and represents that the proposed transaction will yield fair value to
Reliance.

15.  The Liquidator obtained the appraisal attached as Exhibit D) in the fall of 2008
which was prepared for the County and indicated an appraisal price of $540,000. Market
conditions have not improved since the fall of 2008 and have likely even deteriorated further
since then based on our discussions with market participants and appraisers.

16.  If the Liquidator does not sell the Repurchase Option and finally quit claim the
Property to Ashburn, it would be necessary for Reliance to expend approximately $93,000 to
reacquire the Property from Ashburn (possibly incurring additional legal costs to compel
Ashburn to reconvey the Property to Reliance) and then further costs would be necessary to
cither market and sell the Property in the cutrent poor real estate environment or hold it while
continuing to pay applicable taxes on the Property. These additional costs added to the Purchase
Price reflect value to the Reliance Estate well within approximately $50,000 of the 2008
appraised value of $540,000.

17.  The Liquidator believes that the terms of the transaction are fair to Reliance and in
the best interests of the Reliance estate, its policyholders, claimants and the general public in that

the final quit claim of the Property will assist in achieving the objectives of liquidation under the



Act by marshalling the assets of Reliance to distribute to its creditors.

18.  Further, the proposed transaction complies with this Court’s Order of November
30, 2001, in that the sale has been conducted “at arms length” and is “supported by written
appraisals or brokers’ opinions of value.”

19. Finally, because the Purchase Price has already been placed in escrow, the
Liquidator believes that Ashburn is financially able to consummate the transaction.

WHEREFORE, the Liquidator respectfully requests that this Court grant the Petition and
enter an Order in the form attached hereto, and order such other relief as this Court deems

necessary and appropriate.



Dated: /““’% « 2010

Respectfully submitted,

PRESTON BUCKMAN (I.D. #57570)
Special Funds Counsel

Pennsylvania Insurance Department
Capitol Associates Building

Office of Chief Counsel

901 North 7™ Street

Harrisburg, PA 17102

(717) 787-6009

Attorney for Joel S. Ario,

Insurance Commissioner of the
Commonwealth of Pennsylvania

In his official capacity as

Statutory Liquidator of Reliance
Insurance Company (In Liquidation)



VERIFICATION

I, David S. Brietling, Chief Liquidation Officer for Reliance Insurance Company (In
Liquidation), am authorized by Joel S. Ario, Insurance Commissioner of the Commonwealth of
Pennsylvania, pursuant to 40 P.S. §221.23, to act on his behalf in his capacity as the Statutory
Liquidator of Reliance Insurance Company. Ihereby verify that the facts set forth in the
foregoing pleading are true and correct to the best of my knowledge, information and belief.

1 understand that this Verification is made subject to the penalties of 18 P.5. §4904

relating to unsworn falsification to authorities.

b

VID S. BRIETLIN

Executed on /%JLCG) X, 2010 .
/ DA



CERTIFICATE OF SERVICE

I, Marilyn K. Kincaid, hereby certify that on or about this day, pursuant to the Court’s
Order of December 12, 2008, service of the foregoing was made on the attached Master Service
1ist through the transmission of a Notice of Filing and through posting of a true and correct copy

in PDF file format on the Reliance Documents website at www.reliancedocuments.com.

Dated: [ Nch ¥ 2010 /7 Lde b ///Q/wa

MARILYN K. CAID

10



WITNESS the following signatures and seals. .

RELIANCE INSURANCE COMPANY (IN
LIQUIDATION), a Pennsylvania corporation

By: 01”92«% A 4& Loty (seal)

Name: David Brietling
Title: Chief Liquidation Officer

STATE OF PENNSYLVANIA .
COUNTY/CITY OF iy lndei Phig

The foregoing instrument was acknowledged before me this l@ day of
February, 2010 by David Hyweriing
of Reliance Insurance Company (In Ltquld@on) a Pennsylvama

C}A& AU J/D&)ﬁ JUKUCUU

corporation.

Nodry Public  commonweaLtH or penmsyLvaNiA
NOTARIAL SEAL
My commission expif@s: lf/‘ . il,_\,..—-] ' JENNIFER H TROTTER. Notary Public
. . ) Chty of Philadelphia, Phila. County
Registration Number: My Commission Expires June 14 2010




Exhibit D



APPRAISAL REPORT

3.00 ACRES OF COMMERCIAL LLAND

Within Ryan Park Center
Southwest End Of Loudoun Station Drive
Ashburn, Loudoun County, Virginia

VALUED AS OF

Qctober 31, 2008

PREPARED FOR

Loudoun County
Office of the County Attorney
One Harrison Street, SE, 5 Floor
Leeshurg, Virginia 20177-7000

Parli Appraisal, Inc.

3545 Chain Bridge Road, Suite 207, Fairfax, Virginia 22030



Parli Appraisal, Inc.

54/.\/2:::(’1513 Ofc:}\?.sa[lgsfuh: sines 1046

Suite 207
3545 Chain Bridge Road
Fairfax, Virginia 22030
parliappraisal.com
Fax (703) 691-3251
{703) 273-6677

November 5, 2008

John F. Carlton

Assistant County Attorney

Office of the County Attorne

One Harrison Street, SE, 5™ Floor
Leesburg, Virginia 20177-7000

Re: 3.00 ACRES OF COMMERCIAL LAND
Within Ryan Park Center At Dulles Greenway and Greenway Corporate Drive
Ashburn, Loudoun County, Virginia

Dear Mr. Cariton:

In response to your request, we have completed an appraisal of one parcel of land containing 3.00
acres located 130-feet southwest of the current terminus of Loudoun Station Drive in the Ryan Park
Center, Ashburn, Loudoun County. Title to the parcel is currently vested in the name of Ashburn
2005 LLC. The parcel is identified as Loudoun County Tax Map Number /79//32//25D2 and GPIN
088455721.

The purpose of this appraisal is to provide an opinion of the current Market value of the fee simple
interest in the property, subject to certain hypothetical conditions and extraordinary assumptions.
We direct your attention Page 9 of the report.

The function of this appraisal is to assist in the possible purchase of the parcel.

This Summary Report presents only brief discussions of the data, reasoning and analyses that were
used in the appraisal process to develop the appraiser's opinion of value. Supporting documentation
concerning the data, reasoning and analyses are retained in the appraiser's file. The depth of
discussion contained in this report is specific to the needs of the client and for their intended use. The
appraiser is not responsible for unauthorized use of this report.

This report has been prepared in conformance with the requirements of the Code of Professional
Ethics and Standards of Professional Practice of the Appraisal Instifute.



Mr. John F. Carlton
November 5, 2008
Page Two

Based on the underlying assumptions and limiting conditions set forth in this report, it is our opinion
that the fee simple Market Value of the property, as of October 31, 2008, is:

FIVE HUNDRED FORTY THOUSAND DOLLARS
($540,000)

This value is rendered in a climate of uncertainty and deteriorating national and international economic
conditions. Beginning in mid-September 2008, the sub-prime mortgage crisis had grown into an
overall credit crisis that threatens to convert what is universally acknowledged as a recession into an
outright depression. To date, the residential real estate market has been the hardest hit, but the
commercial and industrial markets appear to be following suit. The length and uliimate depth of this
condition is currently unknown, and this uncertainty is contributing to the overall decline in_market

conditions. Valuing under such conditions is difficult, at best. Therefore, we specifically assume that
market trends evident before September 2008 have continued to the valuation date of this assignment.

We appreciate the opportunity for this appraisal assignment, and any questions from designated
users of this report will be welcomed if matters arise which require clarification.

Respectfully submitted,
PARLI APPRAISAL, INC.

Pord i

Richard L. Parli, MAI
President



