IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
 Insutance Commissionet of the

Commonwealth of Pennisylvania, “w 9
voogE O
Plaintiff, & oI
EEnT
v. DOCKET NO. 269 MD 2001 g B
@ 5‘ b 3‘? 3
RELIANCE, INSURANCE COMPANY, = Zong
S TH @

Defendant. i

EMERGENCY PETITION FOR APPROVAL OF SALE OF

AW LTy B Y

Petidoner M. Diane Koken, Insutance Commissioner of the Commonwealth of

Pennsylvania, as Rehabilitator for Reliance Insurance Company (“Rehabilitator™),
respectfully requests that this Court enter an ordet, on an emetgency basis, approving the
sale of certain real estate assets and secutities of Reliance Insurance Company (“Reliance”).
In suppott of this Petition, the Rehabilitator avets the following;

1. By Otder dated September 26, 2001, entered at approximately 3:26 p.m., this
Coutt ordered that “Coutt apprdval shall be required ptior to the sale and/ot transfer of any
and all assets of Reliance Insurance Company.” The Otder further states that the
Rehabilitator must “seek Céurt approval prior to selling, transferring, ot encumbeting the
title of any and all propetty of Reliance Insurance Company, including but not limited to the

sale of real estate, sale of stock, the liquidation of hank accounts.”

2. The September 26 Order was entered without priot notice to the

Rehabilitator.
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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 APPROVING OF SALE OF
REAL ESTATE ASSETS AND SECURITIES

AND NOW, this day of September, 2001, upon consideration of the

Emergency Petition of M. Diane Koken, Insurance Commissionet of the
Commonwealth of Pennsylvania, in her capacity as Rehabilitator (“the Rehabilitator™)
of Reliance Insurance Company (“Reliance”), it is hereby ORDERED AND
DECREED that the Emergency Petition is GRANTED. It is further ORDERED
and DECREED that:
1. the completion of the closing of the sale of the Fort Worth, Texas
shopping centet propetty owned by Reliance to RPI Ridgmat Town
Square, Ltd. is hereby APPROVED;
2. the sale or transfer of the United States Treasﬁry secutities purchased

in contemplation of posting the Wherehouse Entettainment appeal

bond is hereby APPROVED;
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3. the sale of Symbol Technology common stock when and if, in the
Rehabilitator’s discretion, she determines the sales are required to meet
policyholder claims, defense costs, operating expenses, is hereby
APPROVED; and

4. the Rehabilitator need not petition the Court for permission to transfer
money to pay the reasonable and necessary expenses of the Reliance
Rehabilitation, including the payment of claims, payment of payroll and
other reasonable and necessaty operating expenses, payment of defense

costs and appeal bonds.

Colins, J.
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Insurance Commissionet of the
Commonwealth of Pennsylvania,
Plaintiff,
V. : DOCKET NO. 269 MD 2001
RELIANCE INSURANCE COMPANY,

Defendant.

EMERGENCY PETITION FOR APPROVAL OF SALE OF
REAL ESTAT ET D SECURITIES

Petitioner M. Diane Koken, Insutance Commissioner of the Commonwealth of
Pennsylvania, as Rehabilitator for Reliance Insurance Company (“Rehabilitator”),
respectfully requests that this Court entet an ordet, on an emergency basis, approving the
sale of certain real estate assets and securities of Reliance Insurance Company (“Reliance™).
In support of this Petition, the Rehabilitator avers the following:

1. By Otrder dated September 26, 2001, entered at approximately 3:26 p.m., this
Court otdered that “Court approval shall be required prior to the sale and/or transfer of any
and all assets of Reliance Insurance Company.” The Order further states that the
Rehabilitator must “seek Coutrt approval prior to selling, transferring, or encumbering the
title of any and all propezty of Reliance Insurance Company, including but not limited to the
sale of real estate, sale of stock, the liquidation of bank .acc'ount_s.”

2. The September 26 Order was entetred without prior notice to the

Rehabilitator.
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3. This Petition addresses three urgent matters that were in progtess at the time

the Order was received:

SALE, OF FORT WORTH SHOPPING CENTER

4. Fitst, a closing was in process on September 26, 2001, for the sale of a
shopping center owned by Reliance on 38.3 actes of land located in Forth Worth, Texas,
comptised of apptoximately 317,000 square feet of tetail stores, The closing was pursuant
to agreements between Reliance and the buyer, RPI Ridgmar "Town Square, Ltd.
(“Ridgmar™), signed on January 1, 2001 (five months before the Ordet of Rehabilitation),
with the last amendment extending the date of closing until September 28, 2001, At the
closing, Ridgmar was to pay proceeds to Reliance in the amount of $11.2 million. Given the
very difficult cash position of Reliance, the receipt of the $11.2 million is ctitical to the
ongoing operations of Reliance, including its current administrative, payroll and claims

administration process.

WHEREHOUSE ENTERTAINMENT APPEAL BOND

5. Second, Reliance was requited to have filed on Friday, Septembet 28, an
application for apptoval of securities to be posted for an appeal bond (“the application”) in a
claims litigation matter, David L. Peterson, et al. v. Whetchouse Entertainment Inc., et al.,
pending in the Superior Court of California, County of Santa Clara. Judgment was rendered
against Reliance’s insured in the trial court, and the bond is in the amount of $11.5 million.
The insurance policy between Reliance and Wherehouse Entertainment obligates Reliance to

post the bond. Cout tules requite filing of the application five days in advance of the
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hearing to approve the bond and the heating is scheduled for Octobet 5, 2001. The
'étatutory deadline for approval of the bond has twice been extended by agreement with the
plaintiff. In order to be in a position to post that bond, Reliance purchased United States
Treasury securities in the amount of §11.5 million and was prepared to ttansfer those
securities to the designated financial instituﬁon to be held in escrow, as collateral for the
bond. Upon teceipt of the September 26 Ordet, Reliance took no further action to proceed
on petfecting the bond or transferring the securities. The Otrdet appears to require Reliance
to obtain this Court’s approval priot to selling the securities to convert them to cash for use
in its ongoing opetations ot to encumber these assets by using them to satisfy the insured’s

obligation to post an appeal bond.

SALE OF SYMBOL TECHNOLOGY STOCK

6. Third, because Beat Steatns and Reliance have not yet executed the final
agteement for the credit facility secured by the Symbol Technology stock, and because
Reliance was in immediate need of cash to fund its opetations and claims payments, Reliance
had determined to sell a pottion of its holdings in Symbol Technology common stock. It
had placed an order for the sale of shares which its broker, Bear Steatns, was in the process
of executing. Upon teceipt of the September 26 Order, Reliance instructed its broker to
stop selling any additional.shares. Ptoceeds from additional stock sales are urgently needed
in order to assist in funding Reliance’s operating expenses, claims payments and
administrative expenses.

7. Reliance urgently needs the sale proceeds from the sale of the shopping

centet; the use of the cash that would be generated from the sale of the United States
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Treasuty secutities for the posting of the bond in the Wherehouse Eatertainment appeal
bond ot for operating expenses to the extent they are not used to pay the appeal bond; and
the proceeds of the sale of Symbol Technology common stock to fund its daily operations,
including meeting its immediate payroll expenses, its administrative expenses, 1ts claims
payment requitements and its defense cost obligations.

8. Finally, given that every payment of a policyholder claim (including payment
of routine wotkets compensation claims, and ongoing defense costs and appeal bonds in the
thousands of cases that Reliance is defending), every payroll payment, and every other
administrative expenses could be said to be a “transfer of property of Reliance,” the
Rehabilitator requests relief from the scope of the September 26, 2001 Ordet.

WHERERORE, the Rehabilitator requests that the Court enter an Ordet directing
that, putsuant to the September 26, 2001 Ordet of this Court (1) the Rehabilitator and
Reliance may complete the closing of the sale of the Fort Worth, Texas shopping centet
property owned by Reliance to RPI Ridgmar Town Squate, Ltd. so as to realize the cash
proceedls; (2) the Rehabilitator and Reliance may sell or transfer the United States Treasury
secutities putchased in contemplation of posting the Whetehouse Entertainment appeal
bond; (3) the Rehabilitator and Reliance may continue to take all necessary steps to sell
Symbol Technology common stock held by Reliance when and if, in the Rehabilitator’s
discretion, she determines that such sales are requited to meet policyholdet claims, operating
expenses and administrative expenses; and (4) that the Rehabilitator need not seek priot
Coutt apptoval in order to transfer money to pay the reasonable and necessary expenses of

the Reliance Rehabilitation, including the payment of policyholder claims, payment of
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payroll and other reasonable and necessary operating expenses, including the payment of

defense costs and appeal bonds.

ME R. RICHTER

B. LAUPHEIMER
OneLogan Squate
Philadelphia, PA 19103-6998
{215) 569-5500

Attorneys for Plaindff

M. Diane Koken, Insurance Commissionet

of the Commonwealth of Pennsylvania, as
Rehabilitator for Reliance Insurance Company

OF COUNSEL:

David E. Simon

Chief Counsel

The Pennsylvania Insurance Department
1341 Strawberry Square

Harrisburg, PA 17120

(717) 787-6009

Dated: September 28, 2001
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CERTITICATE QF SERVICE

I, Anthony Vidovich, heteby certify that this day a true and cottrect copy of the
foregoing Emergency Petition was served on all persons listed on the attached Mastet

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

Dated: September 28, 2001 = M
Anthon%ovich
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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. Richier

Ann B, Lanpheimer

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
Rehabilitation

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 Avenne 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.0O. Box 951

Wilmington, DE 19899-0931
(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 2502
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, Bsquire

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, MI 48302

(248) 335-5000
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VERIFICATION
I, Arthur Mullin, Reliance Insurance Cotnpany Rehabilitation Team Asset
Consultant, am authorized by William 8, Taylor, Deputy Insurance Commissioner of the
Pennsylvania Insurance Department, Office of Liquidations, Rehabilitations and Special
Funds, to verify the fotegoing Fmergency Petition. I hereby verify that the facts made in the
foregoing Petition are true and correct to the best of my knowledge, information and belief.
1 understand that this Vexification is made subject to the penalties of 18 P.S. § 4904

relating 10 UNSWOLR. falsification to authorities.

Date: September 28, 2001 | M«pﬂ/ %%

Arxthur Mullin
Reliance Insurance Company
Rfihabi]imﬁon Asser Consvitant




