IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Diane Koken,

Insurance Commissioner of the

Commonwealth of Pennsylvania,
Plaintiff

Y.

Reliance Insurance Company, .
Defendant : No. 269 M.D. 2001

ORDER

AND NOW, this 6® day of August, 2001, the affidavit of
William S. Taylor, Deputy Insurance Commissioner, and the declaration of
William S. Taylor, Deputy [nsurance Commissioner, received‘by the Court
on August 3, 2001, are considered a motion to supplement the Rehabiltator’s

Motion to Extend the 60-day Stay; further, said motion is granted.

ES GARDNER COLINS, Judge




5. TAYLOR

AFFIDAVIT OF WILLIAM
1N SUPPORT OF STAY

do depose and stare that 1 have persanal knowledge of

1, William S. Taylor,
the following:
ammissioner of the Pernsylvaniz [nsurance

1. 1 am Deputy Ingurance C

Department, Qffice of Liquidztim:s, Rchﬁbilitaﬁonis and Special Funds,

2. On May 29, 2001, the Commonwealth Court of Pennsylvania enteced its
Order (“Order”) placing Reliance Insurance Company (“Reliance”) in rehabilitation

pursuant 10 40 PS8, §§ 221.1 - 221.65.

ed M. Diane Kaolken, Tnsuranca Cammissioner of the

3. The Qrder appoint
Rehabilitator of

Commenwealth of Pennsylvania,
Reliance (“Rebabilitator”).

and her successoLs in office,

hilitator was empowered and directed to take immediate

4. 'The Reha
of Reliance’s propecty, business and affairs and to take such action as the
certificateholders, creditors ox the

POAYEsSIon
qaamure of this case and terests of policyholders,
public may sequire.

5. By letrer dated May 29, 2001, the Rehabileator vested me with awthority
v

1o act on her behalf, stating thats
This letter will confirm that you, asyxyanployeeandagennm

authorized, on my hehalf as Rehabdlitator of Reliance, to: transfes,
receive, sell and disperse the property and a3sets of Reliance, and 10




otherwise exercise my autharity 25 Rehabilitator, as vested in the law
and in the Order of the Coutt, thar you, in yous mdgment, deem.
pecessacy to conduct business of Reliance in Rehabilitazon.

6. Since May 29, 2001, 12nd my s1aff on the Reliance Rehabiliation Team
bave been engaged in the ongoing AHEMPL w0 know and understand the nature and
extent of the currenty pending litigation, incinding claims in litigation, that implicate
or may implicate the assets of Relance.

7. Given the extremely Jimited sousce of new Mmeome for Reliance, the
patore, extent and outcome of litigation involving Reliance policies, inclnding claims
directly against Reliance, as well as claims against its msureds that it is defending, or
for whom it will be or may be regporsible for ;nd,w;:.u:fym.,gw is 4 principal focus of the
‘ efforts of the Rehabiliration Team.

B. The magnitmde of the financial exposure from the pending litigation will
have a direct and substantial sffact on the efforts of the Rehahilitaror to protect the
intevests of policyhalders and othes creditors. Ovr efforts aze presently focused on
this analysis and  stay of Ktigation for at least 60 dsys will afford time to obtain

aecessaty mformation.

9, Onlywith 2 thorough anlysis and unilerstanding of the elzims volving
Reliance asseta will the Rehabilitator be able 10 dewse o Plan of Rehebilitation that
deals with all policpholders, datmants, creditors and othess in a fair and equirable
mannes, and one which does 0ot involve a “race to the courthouse” or “race to

jodgeent” that might be detrimental to Reliance and its constituents.




10. Itwas xecogaition of this issue that led the Insumance Commissioner o
seck and obtain the Order from the Commonwealth Court that includes the stay of

all actions in the Commonwealth of Pepasylvania and elsewhere.

11. Relisnce wrote polides throvghout the United States and beyond, and

cherefore has daims lirigation i, victually every state in the United States,

12 The Rehabilitation Teasn believes that there are Over 190,000 claims, and
15,000 lawsuits pending against Relimce and its nsured. Further, therc e over
4,500 outside counsel handiing chaims thronghout the United States, many or MOst of
whom #r& handling muluple clatas and/or muluple lawsuirs. Some of those outside

_ counsel may be handling dozens or more of such sunis.

13. The Rehabilitator is in the process of comnnicating with each of the
law firms that have the responsibility for handling Reliance cases 10 derermine the
volume of cases and their status. o Jddition, sums owed to outside counsel by
Rebiance for work pex:fo::mé.d pefore May 29, 2001, will not be processed for
payment, buy will be claims against the estate of Reliance 1o be addsessed in any
Rehabilitation Plan. This may of w4y ot affect each lawyec's willingness 10 continue
1o act a8 counsel for Reliance or for aRzliancein?u:ed. Those issues are in the

process of being addressed.

14, The stay Order sought by the Rehahalitaror and issued by the
Commonsweaith Court was intended to pesmit the Rehabilizaror time to perform the
appropriate analysis of pending litigation $0 25 10 approach resolution of issues and

desmands upon Reliance assets in ar, ordedy and fair mannes.




16. The Rehabilitazor and the Insurance Deparmment believe that 2 stay of

:nsureds is necessary for at least 60 days to
saTy 1O preserve the assets of Reliance.

Yitigarion iavolving Reliance allow for the
appropriate evaluapon neces

O Wt S Torg b

WILLIAM 8. TAYLOR

Sworm to and subscribed
before me Thilﬁgﬂ? of

o NOTARIAL SEA
Jang k. Miglionico, Nawl; Public
M?fw of ftednor, County of Dalawere

Commusion Explfen Jul. 26, 2003




DECLARATION OF WILLIAM H, TAYLOR

1 I am TDeputy Insurance Commissioner of the 'vnnsylvania Insurance
Department, Office of Liquidations, Rehahiliations and Speal Funds, Tam over the 189
of majority and under oo legal disability. The facts set forth lierein are based upon my
personal knowledge and are true and comrect to the best of m, knowledge and beliek,

2. GuMay 29,2001, the Commonwesith Court of Fuunsylvania entered its
Order (“Order™) placing Reliance Insurance Company (“Relt»nce”) in rehabilitation
pursuant to 40 P.5. §§ 221.1- 221 .63.{ Attached hereto as Tzl 1 js atrue and correct cirgy
of the Ordet,

3, The Qrder appointed M. Diane Koken, Inguranc: iZommissioner of the
Commonweslth of Pennsyivania, and her successors in offic Rehabilitetor of Reliancis
(“Rehabilitater™).

4. The Rehabilitator was empowered and directed @ take immediate possession
of Retiance’s property, business and affairs and to fake such :otion 25 the nature of thit
case and interests of policyholders, certificatehalders, creditors or the public may require.

5. By letter dated May 29, 2001, tho Rehabilitator +:sted me with autharity i
gct on her behalf, stating that

This letter will confinm that you, as my employea anc| agedt, are

. authorized, on my behalf as Rehabilitator of Reliatiot. 107 transfer,
recaive, sell and disperse the properly and assets of Rilianee, and to
otherwise exercise my authority as Rehabilitator as visted in the law and

in the Order of the Court, that you, in your judgment, ileem necessary {0
conduct business of Reliance in Rehubilitation.

.7




6. Since May 29,2001, 1 and my staff on the Relianc: Rehabilitation Team have
been engaged in the ongoing attempt to: know and understand 1 e natuze and extent of th
cnmenily pending litigation, {meluding ::laims in litigation, that :mpiicate of mAY implica.e
the assats of Retiance.

7. Given the extramely lmntad cource of new incom:: for Reltance, the pature,
coxtent and outcarne of litigation involving Religncc policies, ichuding elaims directly
against Reliance, a3 well as clains against fs insureds that it defending, ot for whonn it
" will be or may be responsible for indm!nniﬁing, is & principal Deus of the cfforts of the
Rehabilittion Team. ' |

8. The magnituds of the financial exposure from the - ending kitigation will have
5 direct and substantial effect on the efforts of the Rebabilitat T to protect the interests f
polieyholders and other creditors. }

9. Only with 2 thorough anglysis and undetstandiny) of the claims involving
Relianps asscts will the Rahebilitator be able to deﬁse a Plar: of Rehabilitation that deé s
with alt policybolders, claimants, creditors and ofhers i o fulr and eqitable mABKer, and
ot which does not jnvolve 2 “rane to the courthouse™ o “n11g to judgment” that might
tes detrimentsl to Reliance and its constituents.

10. It was recognition of thm issue that led the Ihsv| ance Commissioner to seek
and obtain the Order flom the Commonwealth Cont that ire;tudes the stay of all actions
in the Commonwealth of Pennsylvania and elsewhers again:: Reliance.

11. Reliance wrate policies throughout the United ! ates and beyond, and

therefore has claims Jitigation iz virtually every state 1o the: | fmited States.

]

]




12 The Rehusiliztion Team bolioves that there are v e5 190,000 clats 15,000
lawsuits pending against Reliance and im inm&ds, tut has na! rompleted its analysis of
the magnitude of the cxposure, Thew afre over 4,500 eutsice ¢ onsel pamdling claims
throughout the United States, masy 0t st of whom axe hanslling multiple olaims and/or
muitipie lawsuits. Some of those oufsigde counsel may be han: ling dozens of more af
such suits.

13.  The Rehabilitator is in the process of communic-1ing with each of the law
fitms that have the responsibility for bandling Reliance cases 'O deterrine the volume «f
cases and their status, In addition, sums owed o outside cou isel by Reliance for work.
performed before May 29, 2001, will not be processed for pny ment, but will be claims
against the cstate of Reliance to be ad:dressad‘in any Rehabililation Plan. This may or
may not affect sach lawyer’s wiﬂingl;ess 10 continue o act 5:; counsel for Reljance ot for
a Reliance insured. Those issues are in the process of being : ddressed.

14, The stay Order sought by the Rehabilitator and ss0ed by the
Commonwedltth Court was iptended to permit the Rehabilitalor time to perfarm the
appropriate atalysis of pend:ing. litigatioh. so as 10 approach 11:solution ofissucs and
demands upon Reliance assets i an orderty and fair mannet.

15. The Rehabiliiator and the Insuradce Departmen! belicve that & 5wy of

litigation involving Reliance insureds is necessary for at lens; 60 days 10 allow for the

appropriate evaluation necesgary to preserve the assets of i ljance.




16.  The Rehabilitator {s requesting a 60 day ste; of this litigation, to run from

the date of this cowrt’s entry of the stay order.
1 dectare wnder penalty of perjury of the State of Wit Virginia that the foreging

is true and cotrect,

Execnted on this 277 day of July, 2001 at .

WO e “Y&t,ifba

William & Taylor




