
Exhibit “C”

Assumption and Substitution by Reinsurer



1.
Pursuant to Insurance Policy #______________ including any and all endorsements, riders and addenda thereto (hereinafter “Policy”) issued by ______________ (hereinafter “Reliance”) to ___________________ (hereinafter “Policyholder”), Policyholder was insured by Reliance for the period dated ________to ______________.  For purposes of this document, “Policyholder” shall refer collectively to the Policyholder and any and all insureds or persons who claim rights or benefits through or under the Policy.  The term “Reliance” shall include Reliance Insurance Company and its former subsidiaries, which were previously merged into Reliance Insurance Company, including Reliance National Indemnity Company, Reliance National Insurance Company, United Pacific Insurance Company, Reliance Direct Insurance Company, Reliance Surety Company, Reliance Universal Insurance Company, United Pacific Insurance Company of New York and Reliance Insurance Company of Illinois.



2.
On October 3, 2001, an Order of Liquidation declaring Reliance insolvent was entered by the Commonwealth Court of Pennsylvania, Docket No. 269 MD 2001 (hereinafter the “Order of Liquidation”).  Pursuant to this Order of Liquidation, M. Diane Koken, Insurance Commissioner of the Commonwealth of Pennsylvania, in her official capacity as Liquidator of Reliance (hereinafter “the Liquidator”), was vested with all powers, rights and duties authorized under Article V of the Insurance Department Act of 1921, 40 P.S. Section 221.1, et seq. (hereinafter “the Act.”).   In accordance with that authority, the Liquidator has directed that certain payments by Reliance in the ordinary course will be stayed, and payments for amounts due and owing under policies of insurance issued by Reliance (including the Policy) may only be made pursuant to a claim in the liquidation proceedings.



3.
The Policy issued by Reliance was reinsured by _______________ (hereinafter referred to as “Reinsurer” or collectively “Reinsurers”) pursuant to a reinsurance agreement (“Reinsurance Contract”).  The Reinsurance Contract  between Reliance and Reinsurer contains a provision which permits, under certain circumstances, and if consistent with applicable law, the direct payment of the reinsurance proceeds directly to the Policyholder.



4.
The Liquidator has informed the Reinsurer that this provision comports with the requirements of 40 P.S. Section 221.34 of the Act and the Guidelines For Enforcement of 40 P.S. Section 221.34 issued by the Liquidator.  Accordingly, upon consent of the Policyholder (as evidenced by the execution of an Informed Consent to Substitution of Reliance and submission of this form to the Liquidator), the Liquidator will permit direct payment of amounts due and owing under the Policy by the Reinsurer directly to the Policyholder, and will accept that the Reinsurer will assume the direct policy obligation to Policyholder. 



5.
Pursuant to the Liquidator’s approval, provisions of the Reinsurance Contract, 40 P.S. §221.34 of the Act and the Guidelines For Enforcement of 40 P.S. §221.34 issued by the Liquidator, Reinsurer agrees to assume the direct coverage obligations of Reliance under the Policy and shall substitute for Reliance in respect to all obligations for all payments and obligations under the Policy to Policyholder.  Reinsurer agrees and acknowledges that Reliance has not transferred or assigned to it any inuring reinsurance with respect to the obligations assumed herein.  Reinsurer further agrees and acknowledges that Reliance shall have no further rights, duties and obligations under the Policy to the Policyholder or to the Reinsurer.



6.
By execution of the Informed Consent to Substitution of Reliance, Policyholder has agreed and confirmed that the Policyholder understands that the Reinsurer will substitute for Reliance under the Policy. Effective on October 3, 2001 and upon execution of the Informed Consent to Substitution of Reliance, Reinsurer does hereby assume as direct policy obligations and will be obligated for all payments and obligations under the Policy.  Reinsurer acknowledges that the Policyholder has  expressly agreed to waive, release and forego any and all rights, liabilities, claims and defenses against Reliance or the Liquidator in any matter relating to or arising from the Policy or the agreement by the Reinsurer to assume the direct obligation of coverage to the Policyholder under the Policy and will look solely to the Reinsurer for any rights under the Policy.  Reinsurer further  expressly understands that Policyholder will have no further rights against Reliance or Liquidator relating to the Policy or the assumption as a result of this substitution.  Upon execution of  the Informed Consent to Substitution of Reliance, direct coverage will be assumed by Reinsurer and Reliance will be released in all respects from the Policy for all time.  A copy of the Policyholder’s executed Informed Consent to Substitution of  Reliance is acknowledged by the Reinsurer, and its terms and conditions are incorporated by reference into this Agreement.  Since October 3, 2001, to the extent that guaranty associations or related entities have paid claims and incurred other expenses related to the Reinsurer's direct coverage obligation to the Policyholder under the Policy, thereby creating subrogation rights in the guaranty associations or related entities, the Reinsurer hereby acknowledges and accepts its obligation to satisfy the subrogation rights of the relevant guaranty associations or related entities through reimbursement of all such claims payments and related claims administration expenses.     



7.
Upon execution of the Informed Consent to Substitution of Reliance, the Policy issued by Reliance to Policyholder shall be null and void and shall have no further effect as an obligation of Reliance, and Reinsurer shall be deemed to have assumed all of the rights, duties and obligations under the Policy to the Policyholder as a direct coverage obligation.



8.
Reinsurer expressly waives, releases and foregoes any and all rights, liabilities, claims and defenses against Reliance or the Liquidator in any matter relating to or arising from the Policy or the agreement by the Reinsurer to assume the direct obligation of coverage to the Policyholder under the Policy.  Reinsurer further expressly understands that Reinsurer will have no further rights against Reliance or Liquidator relating to the Policy or the assumption as a result of this substitution.  Notwithstanding the foregoing and except to the extent provided in Paragraph 9 herein, neither the Reinsurer nor Reliance releases or waives any rights with respect to any collateral held by Reliance pursuant to any agreements regarding the establishment or maintenance of collateral securing the obligations of the reinsurer to Reliance under the relevant reinsurance agreements.



9.
Any and all disputes or claims, between the reinsurer and Reliance, arising from or related in any way to the meaning, enforcement or execution of this Assumption and Substitution by Reinsurer shall be governed by the law of the Commonwealth of Pennsylvania, without regard to its choice of law provisions, and the Reinsurer agrees to submit to the sole and exclusive jurisdiction of the Commonwealth Court of Pennsylvania with respect to any such disputes or claims and any disputes or claims arising from or related to the Reinsurance Contract or the Policy.

SO AGREED:

Reinsurer: _________________________ 

By: _______________________________

Print Name: ________________________

Title: _____________________________
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