Yan (teed ;

b e M At 1AS Part 3, Room 248 of the
plec ot Oalb Supreme Court of the State of New
AR T R \ York, County of New York at the

f A Ay M 4)\ Courthouse, 60 Centre Street,
N L A Ay Mﬂi“ ¥ \ ' Borough of Manhattan, Cjty and
e i \[ o ‘i/\;\-@/\) State of New York, on the {7} day
&) ofgﬁ g ,2007.
PRESENT:
HON. KARLA MOSKOWITZ, 02 A 654
JUSTICE.
.................................................................... X
Index No.: 41292/85
In the Matter of
ORDER TO
the Liquidation of SHOW CAUSE
UNION INDEMNITY INSURANCE COMPANY
OF NEW YORK.
.................................................................... X

Upon reading the annexed verified petition {the “Verified Petition") of Eric R.
Dinallo. Superintendent of Insurance of the State of New York asllqmddtor (the
“Liquidator”) of Union Indemnity Insurance Company of New York (‘Unlon’),byM;irk 3
G. Peters, Special Deputy Superintendent and Agent of the Liquidator, dulyvenﬁed the
__lg_"_'hay of October, 2007, and the exhibits attached thereto. requesting the issuance of
an order, inter alia, approving: (i) the Liquidator’s Initial Report on the Status of the
Liquidation of Union (the “Initial Report™) and the financial transactions delineated
therein; (ii) the establishment of November 15, 2007 as the bar date for presentment of all
claims other than administrative costs and expenses, (iiij the payment of all
administrative \costs and expenses; (iv) a distribution, to the extemt that assets are
available ent

the prioritie§ sek fdrth in




Union possessing allowed claims; and also requesting that the Court issue this Order to
Show Cause approving: (i) a return date at least 45 days after the date of issuance of this
Order to Show Cause for a hearing (the “Hearing”) to be had before this Court on the
petition; (ii) the form of notice to be given to Union's policyholders, claimants and
creditors with allowed or unadjudicated claims and al] other interested parties regarding
the petition and the Hearing (the “Notice”); and (iii) the method of service of the Notice,
i.e. by United States mail to Union’s policyholders, claimants and creditors with allowed
or unadjudicated claims and to ail interested parties by publication in the New York Times
and Business Insurance once a week for two consecutive weeks following the issuance of
the Order to Show Cause;

LET ail of Union’s creditors with allowed or unadjudicated claims and all other

interested parties or their attornevs show cause before this Court at an IAS PartO 3Room
P Y

M thereof, at the Courthouse located at 60 Centre Street in the County, City and State

of New York, on the /ﬁ day of DQWMOO’/ at /VQW iRtre———TI00Tof said

day, or as soon thereafter as counsel can be heard, why an order approving the Initial
Report and granting the relief sought in the Verified Petition should not be issued;

AND, sufficient cause having been alleged therefor and the Court having found
the form and method of notice specified herein to be the best notice practicable, it is
hereby

ORDERED, that the Notice in the form annexed hereto be served: (i) by
mailing same by United States mail at least 30 days prior to the scheduled Hearing date to
all of Union’s policyholders, claimants and creditors with allowed or unadjudicated

claims; and (ii) to all interested parties by publication in the New York Times and

s

R s



Business Insurance once a week for two consecutive weeks following the issuance of this
Order to Show Cause; and it is further

ORDERED, that the form and method of notice specified herein shall constitute
due and sufficient notice of this Order to Show Cause, the Verified Petition and the
Hearing to all persons and entities entitled to receive such notice; and it is further

ORDERED, that any person or entity that wishes to object to the Verified
Petition must serve a written statement setting forth the objections and all supporting
documentation upon the Liquidator and the Clerk of the Court at Jeast fifteen business
days prior to the above-scheduled retum date, service on ‘the Liquidator to be made by
first class mail to the following address:

The Superintendent of Insurance of the State of New York as

Liquidator of Unjon Indemnity Insurance Company of New York

123 William Street

New York, New York 10038-3889

Attention: Jack A, Franceschetti, Esq,
and it 1s further

ORDERED, that unless this Court otherwise directs, no person or entity will be
entitled to object to the Verified Petition or otherwise be heard, except by serving and
filing a written objection as described hereinabove, and that any person who fails to
object in the manner herein provided shall be deemed 10 have waived any objections to

the relief sought in the Verified Petition and shall be barred from raising objections in

this or any other proceeding.

-~
7 ENTER:
W

IS.C.

KARLA"MOSKOWITZ




IN THE MATTER OF THE LIQUIDATION OF
UNION INDEMNITY INSURANCE
COMPANY OF NEW YORK
Supreme Court County of New York
Index No.: 41292/85

NOTICE

On July 16, 1985, Union Indemnity Insurance Company of New York (“Union™) was
placed into liquidation and then-Superintendent of Insurance of the State of New York James P.
Corcoran and his successors in office were appointed as Liquidator (the “Liquidator”) of Union.
Pursuant to the New York Insurance Law (“Insurance Law™) and the Liquidation Order, the
Liquidator was given the responsibility of, among other things, marshalling Union’s assets and
adjudicating claims consistent with Article 74 of the Insurance Law. The Liquidator has
submitted to the court supervising Union’s liquidation proceeding (the “Court”) a verified
petition (the “Verified Petition”) seeking approval of: (i) the initial report on the status of
Union’s liquidation (the “Initial Report”) and the financial transactions delineated therein; (ii) the
establishment of November 15, 2007 as the bar date for presentment of all claims other than
administrative costs and expenses; (iii) the payment of all administrative costs and expenses; and
(iv) a distribution, to the extent that assets are available after payment of all administrative costs
and expenses and in accordance with the priorities set forth in Insurance Law Section 7434, to
those creditors of Union possessing allowed claims.

A hearing is scheduled on the Verified Petition on , 2007 at 10:00 A.M.
before the Supreme Court of the State of New York, County of New York at the Courthouse,
IAS Part 3, Room 248, 60 Centre Street, New York, New York. If you wish to object to the
Verified Petition, you must serve a written statement setting forth your objections and all
supporting documentation upon the Liquidator and Clerk of the Court, at least fifteen business
days prior to the hearing. Service on the Liquidator shall be made by first class mail at the
following address:

The Superintendent of Insurance of the State of New York as
Liquidator of Union Indemnity Insurance Company of New York

123 William Street

New York, New York 10038-3889

Attention: Jack A. Franceschetti, Esq.

By filing the Verified Petition, the Liquidator is seeking permission from the Court
to pay in the near future a monetary distribution to certain creditors possessing allowed
claims pursuant to Insurance Law Section 7434. For this reason, creditors of Union are
advised to review all available information and to ascertain all of their rights before
considering any proposal offering to buy or otherwise compromise their claims.



The Verified Petition and Initial Report are available for inspection at the above address.
In the event of any discrepancy between this notice and the documents submitted to Court, the
documents control.

Requests for further information should be directed to the New York Liquidation Bureau,
Creditor Claims Department at (212) 341- 6814.

ERIC R. DINALLO
Superintendent of Insurance of the
State of New York as Liquidator of

Union Indemnity Insurance Company
of New York



SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

.................................................................... X

In the Matter of VERIFIED PETITION
the Liquidation of Index No.: 41292/85
UNION INDEMNITY INSURANCE COMPANY

OF NEW YORK.

.................................................................... X

Eric R. Dinallo, Superintendent of Insurance of the State of New York as liquidator (the
“Liquidator”) of Union Indemnity Insurance Company of New York (“Union”), by Mark G.
Peters, Special Deputy Superintendent and Agent of the Liquidator, hereby petitions this Court,
pursuant to Article 74 of the New York Insurance Law, requesting the issuance of an order (the
“Order”) approving: (i) the initial report on the status of Union’s liquidation (the “Initial
Report™) and the financial transactions delineated therein; (ii) the establishment of November 15,
2007, as the bar date for presentment of all claims other than administrative costs and expenses;
(iii) the payment of all administrative costs and expenses; and (iv) a distribution, to the extent
assets are available after payment of all administrative costs and expenses in accordance with the
priorities set forth in Insurance Law Section 7434, to those creditors of Union possessing
allowed claims; and also requesting that the Court issue an order to show cause (the “Order to
Show Cause”) approving: (i) a return date at least 45 days after the issuance of the Order to
Show Cause for a hearing (the “Hearing”) to be had before this Court on the petition; (ii) the
form of notice to be given to Union’s policyholders, claimants and creditors with allowed or
unadjudicated claims and all other interested parties regarding the petition and the Hearing (the
“Notice”); and (iii) the method of service of the Notice -- i.e. by United States mail to Union’s
policyholders, claimants and creditors with allowed or unadjudicated claims and to all interested

parties by publication in the New York Times and Business Insurance once a week for two



consecutive weeks following the issuance of the Order to Show Cause; and respectfully alleges
and sets forth the following:

1. By order entered on July 16, 1985 (the “Liquidation Order™), Union was placed
into liquidation. A copy of the Liquidation Order is annexed hereto as Exhibit A.

2. The Liquidation Order appointed then-Superintendent of Insurance James P.
Corcoran and his successors in office as Liguidator.

3 The Liquidation Order charged the Liquidator with, among other things, the
responsibility of:

a. Identifying Union’s policyholders, claimants and creditors;

b. Notifying Union’s policyholders, claimants and creditors to present their
claims;

¢. Marshalling Union’s assets;

d. Adjudicating the claims presented by Union’s policyholders, c¢laimants and
creditors and determining the total liabilities of Union;

e. Distributing Union’s assets to creditors with allowed claims; and

f.  Otherwise liquidating Union’s business pursuant to Article 74 of the New
York Insurance Law.

4. Annexed hereto as Exhibit B is the Initial Report. The Initial Report sets forth the
results, to date, of the Liquidator’s efforts to identify Union’s creditors, adjudicate claims and
collect assets. In the Initial Report, the Liquidator seeks allowance of certain claims and
approval of the distribution of assets to Class two creditors with allowed claims, pursuant to
Insurance Law 7434, in order to further facilitate the wind-up of the liquidation proceeding.

5. Article 74, as applicable in this proceeding, requires the Liquidator to distribute
Union’s assets to all creditors with allowed claims to the extent sufficient funds are available

after administrative costs and expenses are paid in full.



6. The Liquidator believes that the affairs of the Union estate are in a condition such
that a distribution is appropriate.

7. Liquidator respectfully requests that the Court issue the annexed Order to Show
Cause, which approves the form of notice and service of notice on Union’s policyholders,
claimants and creditors and all other interested parties and requests that the Hearing on the
petition be scheduled no sooner than 45 days from the date of issuance of the Order to Show
Cause in order to afford sufficient time for the Liquidator to properly serve the Notice and for
interested parties to thereafter respond, if they so choose, to the Verified Petition in a timely
manner.

8. Based on the foregoing the Liquidator respec_:tfully requests that the Court issue an
order that:

a. Approves the Initial Report;

b. Approves the financial transactions delineated in the Initial
Report.

c. Provides that only claims for actual losses and loss adjustment
expenses arising under direct policies issued by Union
reported through November 15, 2007 will be considered for
allowance;

d. Provides that all claims for losses and loss adjustment
expenses including, without limitation, direct policy claims
reported after November 15, 2007 be barred and discharged;

e. Authorizes the Liquidator to make a distribution of assets,
consistent with this Court’s orders and the priorities set forth
in Insurance Law Section 7434, to those creditors of Union
with allowed claims to the extent that, in the Liquidator’s
discretion, sufficient funds are available; and

f.  Provides for such other and further relief as the Court shall
deem appropriate and just.



9. Based on the foregoing the Liquidator respectfully further requests
that the Court issue the annexed Order to Show Cause:

a. Approving a return date at least 45 days after the date of
issuance of the Order to Show Cause for a hearing to be had
before this Court on the petition;

b. Approving the form of notice to be given to interested parties
regarding the petition and the Hearing; and

c. Approving the method of service of the Notice, i.e., by United
States mail to Union’s policyholders, claimants and creditors
with allowed or unadjudicated claims and to all interested
parties by publication in the New York Times and Business
Insurance once a week two consecutive weeks following the
issuance of the Order to Show Cause.

10.  No previous application for the relief sought herein has been made to this or any
court or judge thereof.
WHEREFORE, Petitioner respectfully requests that the Court sign the accompanying
Order to Show Cause approving the form and method of service of the notice of the petition and
scheduling a hearing at least 45 days from the date of issuance of the Order to Show Cause, and
that, upon such hearing, the Court issue an order granting the relief sought in this Verified
Petition.
Dated: New York, New York
October 20 , 2007
ERIC R. DINALLO
Superintendent of Insurance of the

State of New York as Liquidator of
Union Indemnity Insurance Company

Work
By: M M

Mark G. Peters
Special Deputy Superintendent
and Agent of the Liquidator




STATE OF NEW YORK )
} ss:
COUNTY OF NEW YORK)

Mark G. Peters, being duly sworn, deposes and says:

That he has read the foregoing Verified Petition, and that the same is true to his
knowledge except as to the matters therein stated to be alleged on information and belief and as
to those matters he believes it to be true; that the reason this petition is verified by this deponent
rather than by the Superintendent of Insurance is that deponent is the duly appointed Special
Deputy Superintendent and Agent of the Superintendent of Insurance as Liquidator of Union
Indemnity Insurance Company of New York and as such is acqgainted with the facts alleged
therein.

Deponent further says that the sources of his information and the grounds of his
belief as to the matters to be alleged on information and belief are from or were derived from the
records, books and papers of said Union Indemnity Insurance Company of New York in the

possession of the Liquidator and communications made to deponent by employees of the

Yy a

Mark Peters
Special Deputy Superintendent
and Agent of the Liquidator

Liquidator.

Sworn to before me this
[+ day of October, 2007

Cothn Didco
Notdrd Public

CATHY BOSCO
Notary Public, State Of Now York
No. g1IB?('5019E}88 ot
lified In Kings Gou -
CorSlTul?sls%gn Expire?s 05716/30 ¢ |




Exhibit A



At a Special Term, Part 3 of the
Supreze Court of the State ef
Nev Yozrk, held 4n and for the
County of Nev Yozrk, at the

b C ouse, 60 Cantre Street,

! in the Borough of Manhattan,

City and State of New York, en

the /{% day of July, -1988.

PRISENT,:

EOK. IRA GAMMERMAN

JusTicE.
------.-.---.....--.--.’

25 the Matter of Index No. 41292/1988

% the Application of ORDIR OF LICUIDATION

JAMIS P. CORCOMN, as Supsrintendent

©f Insurance of the State of New York
for an order to take possession of n&
diguidate the business and affairs of

UNION INDIMNITY INSURANCE caoaNy
Or NEW YORX

I nuuni:. SAMES P. CORCORAN, Supezintendent of
Insurance of the Stats af Rew York (the “Superiztesdent®), having

Boved this Court by Order to Shov Cause for an b:ﬁu- pursuant
0 Secticn 7417 of the Iasurance Zav to take possessicn of aad
1iquidate the business and affairs ©f UNION INDDONITY INSURANCE
“ COMPANY OF WIW YORX (*DNION IDIMNITY®),

s e el i
———

N¥OW, upon reading and 2i1ling the Order to Shov Canse
" signed June S, 1985 (par Jawn A. EAXDITIR, J.) the Petiticn eof




|

I

SRS t. com:oma. tbu tupuiatcndcnt. svorn to the {th day et
Juns, 1"5 (the “Petition®), and the exhibits snnexsd therete,
with proof of due servics thezeof, in support of the motion; and
the affirmation ©f EDWARD M. CAMEIRON, £3I éated June 35, 1983
vith exhidbits attached; ths affidavit of DOVGIAS L. xms sworn
to July 9, 1985; the affidavit of nauc:.u L. XInG mru to

July 10, 1985 vith exhibits attached, all in oppesition therstes -
and the undatsd la.o:dnud Stipulation ©f the Eon. LOUIS GROSS~
MAN, Justics of this Court; and it appaaring to my satisfactien
{$) that UNION INDIMNITY was incozpozated under the lavs of ths
Stats of New York on October 20, 1975 and ‘licsnsed as s stogk
easualty insurer in the State of New York en October 20, 197§,
(1) that 4t is amensble to the Insurance Lav of the State of.
¥ev York and particularly to Article 3¢ thersof; (i) that 4t
is .iapoul.bxc to reinsure in wvhole ©or in part the existing peuey
obunuou ‘of THION IRDDMNITY pursnant to Section 7403 () ef
the Iasuranee law) (iv) that the ecorperats sharter as well s
uy zights aad interest 4in licenses er cartificatas of nt.ho:ity
“%o writs .i.nmun be wverted in the lmss.auuut ot Insurance;
{v) that UNION DOIRNITY 4s {nsolvent, that it 4s in uch candi-
tion um its further transiction of Dusiness wounld be hazardous
to 1tl policybolders, creditors or ¢o the mue. that 4t is ¢o
thelir best intsrests thst this lnuuun chonu be granted ane

UNION DDMNITY liquidated under and mmt 0 Article 74 of
the Inpurance lav) and petitioner having appeared by Non. RDBEIRY




B S -

.cision of this Coursy

ABRAS, Attorney Geraral ¢f the Stite of Newv Yo:k in support of
s2id potien and UKION INDDONITY having sppeared by KAOLL, POMIR-
ANTZ & CAMERON by ROY POMERANTZ, Is3. in opposition therete, and
after eral argoment and 2earing bafore this Court and aftar due
deliberation hwtaﬁ Soga zade thereon and the duly recorded de-

ROW, on motion of Nen. msnr nm, At:ency cuunl
o! the State of New York, it 4s

ORDIRID AND ADJUDGED, that ths petitien of the Scperin-
tendant is granted; and it {3 further

ORDIIID AND ADJUDGID, that UNION INDDMNITY 43 issolvent;
and it is further

(=} 1=) $ 3 -} AN'D mmm.' that JAMES P. CORCORAN, the
Superintendent, or any successor in office as lnpuintuuit. is
Reredy appointed Liquidator of UNION INDRMONITY, and is heredy
suthertna and directed forthwith to take possession of the prop-
erty m uquun the buziness and affairs of UNION mmm
pursuant to muh T4 of the lasurance Zav and to deal with the
property and businesa of UNION IDRANITY in his name as Superin-
tendent, and is vested with titls to all.ef the propesrty, uemu.
Corporate chartar, contracts and rights of actien of TNICH INDDN-

NITY pursuant to Section 7403 ef the Insurance Zavy; and 4t 48
further




{

CROIAID AXD ADJUDGED, that the potice eleresaid be
given by publication 4in the nstiona) editicns of The New York
Tizes and The Jourmal D.f Commerce, cozmencing en or about the

qd- dsy of dw‘n-* e 1903, and thu;uu: ones & wesk for )
two successive veeks; and it is further ’

ORDIRID AND ADJUDGID, that sotice pf l.iqus;auea be
givan by pudblication of such potice in one nevspaper ia Washing- -
ton, D.C. and SA:a Juaan, Puertc Rico, as wsll as the Capitals of
the Provinces of Canada, and in all the Capital Cities of ¢n4
ltatu in the United States except cuuoam. Maryland, Worth
Canunn, South Dakota and Wyoming, and in thc [evEpLpeszs 4in
other cities 2o be selected by the uquauo: in hiy uuntua.
by muuuu of sueh aot.i.u ones a vux te: tvo successive
wieks vitua the pericd alleved for the 2iling of clainms, the
fAsvIpaper to b selected by the the Liguidater in his iscretion;
and it i further

onpzm ANXD ADTDRID, that the notice prescrided 4s
uuueuat acties to all perscns interested 4in the uuu of
mt:ul JDDRNTTY m it 45 Lurther

é ¥

mmm. that 2otice of the making ana .
entry of thls ordsr h given by the Supsrintendent, as Ligquida~
tor, to the extant it can be Teasomadly ascertained, by mall to
sll ’eueyhoucu. ereditors and a2} othar persoas having any
unsatisfied elaim or demand of any charactar agaias: the corper-

-4




.liguidator, may deen ascessary for the purpose of this procesding

ation in the pessessica of the tupcri_ntnndc.at. as Liguidster,
&t the last known address of sueh psrsons as @isclosed by said
¥ecords and in such other manner and form as Re in his discrstion
Bay £ind desiradle, demanding that all perscns indedted to UNION
;iwnm:rr zender sccounts of their indebtedness and pay any suns
dus to the lupo:lat'luoat. as Liguidator; and giving notice to
Present proofs of eclaim with the Superintendent, as Liquidater,
&t 8 place specified in such notice vwithin tvelve menths frem

the date of the entry of this Order and no later than the I?d'
day of July, 1986; and that such motice may contaln such othar
Tules, regulations and information as the Supsrintendent, as

in fixing and deternining all lavful and valid claims and damands
sgainst the corporation; and it 4s further *

CRDIXID AND ADJUDGED, that in the sveat ons of mere
insurance Departments and/er Guaranty Punds or Assecistions of
foreign States that have adopted the ODniform Insurers Liguida~
un Ast 4ia vhieh ulpouut vas licensed to do business, desire
to give formal aot.tn ts poumouus and muun i thelr
rnpoeun states to presant pmtc of claiz te the sespective
luu Insurance Department or cmanty Fund er Associstion, tha
Supezintendent, as liquidater, may Pernit the giving of sueh
llotteo &8 he in his diseretion may £ind desiradle; an2 1t 4s 4
further ’




.. CRDIRXID AND a.pmc:n. that all w:sundta; pelicy &=d
cther insurance cdligations .of UNION mns\:rx terninate and 3l1)
diadility therewnder ceass and be fixed as 0f 12:01 A.N. Zastern
Baylight Savings Tims on aﬂ*j‘*‘: 17, a0s, er prior therete upen
the precurement by poliéyholders ef nev insurance covering their

':hkrumn-od thearedy, aad netice thuoe!'lhn be given as

hazeinabove set forth; and it is further

CADIRID AND ADJUDGID, that all other subsisting con-
tracts, lsases, tax sharing agreanments, individual lidbor con-
tracts aad other odligations o! UNION INDIMNITY tarminate, and
all liadbility thereunder enu and be fixed as of the date of
the entry of this Order; and it is further

- - .

ORDIRID AND ADJUDGED, that the Superintendent, as
liquidator, is relieved cf the provisions set forth in lcet.ua
" 0! (¢) o2 the Iasurance Lav, o wit: to nasuo in vholo er
i:a pazre the peuq ebligations of UMION mmm: and $t 43
turt.be:

- mu:n m ADJODGED , that MS b 28 eoacom. the
lupcratluut e: m suceassor 4n outu as lmrutoaunt. is
herady am:u. peraitted and uxmc to sell, assign and
transfer any and an stocks, donds and securities h his posses-
sicn or wvhieh may heresfter pome into his pauutu bdmhg
to UNION INDZMNITY, 4in ligquicdation, at market price or bettez,

=




ey s e -
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or ‘vhn_n thezs s nc zazrket price) at the best price eb:aiéablo.
at private sale and gt such times and upen such terms and
conditions &3 in his &iscretion Re deezs for the best interssts
of tho ereditors of URION INDDOIITY, 4n liquidation, and that he
de authe:tud, pernitted and alloved to take such uopl and ¢o
aake and exscute such agreements and other Papers as mgy be . - |
Recéssary to effect and earry out such nlu ¢ transfers and
assignzents; and 4t 4s furtdesr

omzm AND ADJVDGID, m: JAMES P. CORCORAN, the
Superintendant oz 4ny suceessor in office as Superintendent, 4

heredy suthorited, permitted and allowed to sell, assign and

transfer the Corporate Charter of UNION INDDMNITY and any and
all aau:ueo licenses or uruuutu of lut.hextty to writs

&nnuaeo in sueh a msthed and manner as 4s to be approved by
this Court; and it is further . |

ORDIRED AND ADJUDGZD, that UNION INDDNOIITY, its f
©fficers, directors, trustees, policyholdsrs, agents and axpleoy~ ]
888 and all ether persons Raving any property ex Tecords dbslong~ "
ing to UNICN DODMNITY, are huthy i.t:oetoa to uun. transfer
aad deliver to the Supsrintendent, as umuu:, all-ef suck !
mnmhmmomurh.mmtmpum. l
giras or corporatiens having eny boekn. Papezs or records relate I’
ing to the dusiness of said corporation shall Preserve the same
and uhu thea ¢to the Superintendent, as ucuduo:. for exam-
ination at all reasonsdle tines; gnd it 1 tan.hnr

e

s g - e




. 0 ORDERID AND ADJUDGID, that the cfiicers, dizrecters,
trustess, poueyheldmo. agents and empleyess of UNION INDEMNITY,
and all other perscas are enjoined and restrained fzom the fur-
ther transacticn of business or froz dealing w:t.h or @ispesing
of the proparty or uuu of sald eerpenuea, or doing or pez=
Aitting to be done any act of thing vhich ugﬁt vaste its proper-
ty or assets or allev or suffesr the ebtaining eof prafarsnces,
Judgmants, attachmants or et.lu:'.uona. ez the making ef any levy
sgainst said ecorperatien, er its estate vhile in the pozsassicn
and coatul of the Superintendent, as uquuate:: and it 48
!uﬂ.hc: -

ORDIRID AND ADJUDGID, that the officers, directers,
tzustees, policyholders, agents and employses of DNICN mnmm.
and all ether pcueu. including but not limited to elsimants,
plaintitss ud nuuaaou vho have claims against URION ZEDINM-
NITY, aze pomauuy enjoined and restrained from bringing er
further prosecuting any actien at lav, suit in equity, special
or other proceeding ageinst the uu corporation or its uuto. .
or tha lupcxi.atmut 208 Bis aueusors in e!un, as uquu-
ter tharsef, er !m ;aking er onewu.a' sny hv upon the prop-
arty or estate of said umnun. or from ia any vay interfere
ing with tlu Scperintendent, or any Sutcessor in office, 4n uc
possessicn, or in the @ischarge of hia guties as Liquidator

thereof, or in the liguidatien ©of the business df said esrpora~
tion: and 4t 43 gurther




|

ORDIRID AXD ADJUDCID, that all pazrties te lav puits
iz this State and all other states and tersitories of the United
States, are herady enjoined and restrained fren procesding with
any 9:0-::1:1 conferance, trial,. appisecation .te: jumt. or
proceeding oa judmau oz ntt!mau ta such sctisas at lav, ~
suits in eguity, uylein or othar proeudiau iz vhieh UNION
INDEMNITY 43 ohuntu to defand a party tanuru o any othar

.persen it 45 lcgt._ny obligated to defend by virtus ef its iasur-

&nce contract for s period of 130 days frem the date bareof; and
it {3 further

ORDIRID AXD ADJUDGED, that thoss persons who may Bave
firsteparty eor Nev York Conanhcui'n Autémobile Insurance
Reparations Aet (No-Fault) policyholder loss clains againet URION
DIDIMNITY coming within the purviev of Article 76 of the 22sure-
Ance lav, are enjeined for 90 days from the date Serec! frem
Presenting and f£iliag such formal claims 4in this procesding pur--
suant to Secticn 7432 of ths Insurance uv; and it {3 forther'

. . -

. mnn AXD. ADJUDGID, that all lut.ha: Papars l.n this

" yneuua. ahall bear ths captien and be antitled; .

'mmmwmmnwmm
COUNTY CF XIN YOXX

In the Mattsr of
the Ligquidation of . )

UNION INDEMNITY INSURANCE cou:rm
OF NTW YORX®
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INITIAL REPORT ON THE STATUS OF THE LIQUIDATION OF
UNION INDEMNITY INSURANCE COMPANY OF NEW YORK

INTRODUCTION

Eric R. Dinallo, Superintendent of Insurance of the State of New York as liquidator (the
“Liquidater”) of Union Indemnity Insurance Company of New York (“Union”) has appointed
Mark G. Peters, Special Deputy Superintendent in Charge and Agent of the Liquidator (the
“Special Deputy”) to carry out, through the New York Liquidation Bureau (the “NYLB”), the
responsibilities of the Liquidator. The Liquidator, by the Special Deputy, hereby reports on the
status of the Union liquidation proceeding.

Placed into receivership in 1985, Union has not yet filed an initial court report or paid a
single distribution. Given the 22 year lapse, payment of an initial distribution should not be
further delayed.

In April 2007, a new Special Deputy, Mark G. Peters, was appointed to the NYLB with a
mandate to engage in sweeping reform. The NYLB was at that time an entity with a troubled
history, which included the indictment of the immediate former Special Deputy Superintendent,
the failure of the NYLB to have its financial statements properly audited, and years of poor
management. The delays in issuing an initial court report for Union are a result of that poor
management.

As part of the new Special Deputy’s reform efforts, the Liquidator has installed new
senior management and has hired a respected independent accounting firm to audit Union’s
financial statements. The Liquidator expects the full reports of the auditors by year’s end. To
the extent that the audit reveals the need for changes in Union’s financial statements, the

Liquidator will submit an amended report at the appropnate time, the Liquidator does not,



however, believe that the audit will alter the viability or propriety of at least a partial immediate
distribution, even if some of the financial statements do require restatement.

By order (the “Liquidation Order”) of the Supreme Court of the State of New York
entered on July 16, 1985, Union was adjudged to be insolvent and was placed into liquidation.
The Liquidation Order appointed then-Superintendent of Insurance James P. Corcoran and his
successors in office as liquidator of Union.

Pursuant to the Liquidation Order, the Liquidator was charged with the responsibility of:

a. Identifying Union’s policyholders, claimants and creditors;

b. Notifying Union’s policyholders, claimants and creditors to present their
claims;

¢. Marshalling Union’s assets;

d. Adjudicating the claims presented by Union’s policyholders, claimants and
creditors and determining the total liabilities of Unicen;

¢. Distributing Union’s assets to creditors with allowed claims; and

f. Otherwise liquidating Union’s business pursuant to Article 74 of the New
York Insurance Law.,

The Liquidator has been engaged in the above tasks since the commencement of the
liquidation proceeding. As will be discussed herein, the Liquidator’s ability to make a distribution
to creditors and bring this proceeding closer to termination has been complicated and hampered
due to extensive litigation regarding, inter alia, the collectibility of reinsurance.

This is the Liquidator’s initial report concerning the status of the liquidation of Union (the
“Initial Report”). This Initial Report sets forth a proposed distribution of assets consistent with
New York Insurance Law (“Insurance Law™) Section 7434 to those creditors of Union possessing
allowed claims. Based upon the current status of the liquidation proceeding, as reported herein,

the Liquidator secks approval of: (i) this Initial Report and the financial transactions delineated



therein; (ii) the establishment of November 15, 2007 as the bar date for presentment of all claims
other than administrative costs and expenses; (iii} the payment of all administrative costs and
expenses; and (iv) a distribution, to the extent assets are available after payment of all
administrative costs and expenses and in accordance with the priorities set forth in Insurance Law
Section 7434, to those creditors of Union possessing allowed claims.

Outlined below is a history of Union, a summary of the activities the Liquidator has
performed in furtherance of and pursuant to the Liquidation Order and Article 74, and the basis
for the Liquidator’s recommendations for: (i) the establishment of a bar date for the presentment
of new claims; (1i) the approval of payment of all administrative costs and expenses; and (1i1) a
distribution, to the extent assets are available, to those creditors of Union with aljowed claims.

I HISTORY

Union was incorporated on October 20, 1975 and licensed in New York as a stock
casualty insurer on October 20, 1975. Union was a wholly-owned subsidiary of Frank B. Hall &
Co., Inc. (“F.B. Hall”). Its principal office was located at 260 Madison Avenue, New York, New
York. Union was authorized under its charter to transact the kinds of insurance specified in
Paragraphs 3, 4, 5, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 19 and 20 of Section 1113(a) of the
Insurance Law. In addition to the State of New York, Union was authorized to transact business
in Canada, the District of Columbia, Puerto Rico and all states except California, Maryland,
North Carolina, South Dakota and Wyoming. It was approved as a non-admitted insurer in
California, Maryland, North Carolina and South Dakota.

Union filed an annual statement for the year ending December 31, 1983, reporting a
surplus of $9,275,076. However, a report on examination of Union dated January 3, 1985,

conducted by the New York State Insurance Department (the “Insurance Department”) found



that Union was insolvent as of December 31, 1983 in the amount of $27,916,683 and that its
capital was impaired by $30,416,683. Because of those findings, the Insurance Department
closely monitored Union’s financial condition. On February 5, 1985, the Insurance Department
directed Union to eliminate its capital impairment and to cease issuing policies while the
impairment existed.

On March 15, 1985, Union filed with the Insurance Department its annual statement for
the year ending December 31, 1984. That statement acknowledged an insolvency in the amount
of $14,580,959. Meanwhile, the Insurance Department conducted its own further examination of
Union’s financial affairs for the year ending December 31, 1984 and, on March 25, 1985, issued
a report which found that Union was insolvent in the amount of $138,501,581 and its capital was
unpaired by $141,001,581.

Because Union was unable to comply with the directive to eliminate its capital
impairment, and given the dramatic increase in the reported insolvency in the March 25, 1985
report, the Superintendent of Insurance of the State of New York, as regulator, petitioned this
Court to liquidate Union. The petition was granted and the Liquidation Order was entered on
July 16, 1985.

II.  FINANCIAL CONDITION OF UNION AS OF THE DATE
OF LIQUIDATION

Upon entry of the Liquidation Order, the Liquidator conducted a review of Union’s

financial position as of July 16, 1985, the date that this proceeding commenced. The Liquidator



found that, as of that date, Union had assets in the amount of $114,340,678 and liabilities of
$130,711,904, making it insolvent in the amount of $16,371,226."
A.  Assets

Union’s assets, as of the date of liquidation, primarily consisted of its investment
portfolio and reinsurance recoverables. Union had cash and investments in the total amount of
$26,093,005. Reinsurance recoverables on paid losses totaled $66,413,659. 2

The balance of Union’s assets consisted of premium in the course of collection in the
amount of $17,169,462, income tax refunds in the amount of $2,247,152, office furniture and
equipment in the amount of $493,777, statutory deposits held by this or other states in the
amount of $1,374,718, and other restricted assets in the amount of $548.905.
B. Liabilities

Union was a casualty insurer that wrote various types of liability policies. Union's
business was concentrated in personal and commercial lines, in particular automobile, gencral
liability, commercial multi-peril, fire, allied lines, ocean marine and surety policies. Union also
provided some medical malpractice and workers’ compensation coverage and was a reinsurer of

other insurers.

' The discrepancy between the insolvency identified in the Insurance Department’s March 1985 report (see
p. 4, supra) and the Liquidator’s opening balance sheet is the result of several factors. First, the Liquidator’s
opening balance sheet understated Union’s liabilities because no provision was made for incurred but not reported
(“IBNR”) claims, which since 1985 amounted to approximately $43,000,000. However, at that time, the Liquidator
did not have the information required to reliably estimate IBNR claims. The development of IBNR claims in 1985
has been significant. In addition, the Liquidator’s opening balance sheet made no provision for unauthorized
reinsurance, which amounted to $76,000,000. This provision reduces the company’s balance sheet credit for
reinsurance recoverables where the reinsurers are not authorized to conduct an insurance business in New York and
have not provided collateral for their obligations. Finally, some $3,000,000 in miscellaneous assets were reflected
in the Insurance Department’s March 1985 report but not reported in Union's opening balance sheet as set forth
below.

? The Liguidator’s opening balance sheet did not account for reinsurance recoverables in respect of unpaid
losses.



Union’s gross liability for unpaid claims as of July 16, 1985 was reported to be
$49,874,877. Union’s reserves for claim adjustment expense totaled $6,136,698. In addition,
liabilities for reinsurance premium balances payable in the amount of $51,447,370 and for funds
held by Union under reinsurance treaties in the amount of $12,027,773 were reported. The
balance of Union’s reported liabilities, which totaled $11,225,186, consisted of unearned
premiums, franchise and premium taxes payable and miscellaneous expenses.

As previously noted, the Liquidator did not report reserves for IBNR claims and
expenses. As of the date of liquidation, the Liquidator had no reliable basis for the calculation of
these reserves. However, Union’s IBNR claims as of the date of liquidation were among its most
significant liabilities. Further, as noted, the Liquidator’s opening balance sheet did not reflect a
provision for unauthorized reinsurance, which resulted in further understatement of Union’s
liahilities.

Hi. LIQUIDATION PROCEEDING

A. Claims Presented

The Liquidator, in accordance with Insurance Law Section 7432(b), was obligated to notify
all persons who may have had claims against Union at the date of liquidation, as disclosed by
Union’s books and records, to present their claims in this proceeding. The Liquidation Order
provides that the last day for filing claims in the proceeding is July 17, 1986. Pursuant to Article
74, claims presented prior to the filing deadline are entitled to share in the distribution of Union’s
assets.

The Liquidator mailed proof of claim forms to known policyholders, claimants against
policyholders, and other creditors disclosed by Union’s books and records. The proof of claim

form provided notice of Union’s liquidation and of the creditor’s obligation to present all claims



by the proof of claim filing deadline. The Liquidator was unable to identify every creditor or
potential creditor who appeared on Union’s books and records prior to the filing deadline. Upon
becoming aware of such a creditor or potential creditor, the Liquidator mailed the creditor a proof
of claim form. Provided that the proof of claim form was completed and returned within four
months from the date of the Liquidator’s mailing, the proof of claim was deemed timely filed.
The claims of those policyholders that did not receive a proof of claim form were accepted as
timely filed.

As of March 31, 2007, 31,299 proofs of claim have been filed in this proceeding. The
claims, in gencral, fall into broad categories: guaranty and security fund policyholder claims,
general creditor policyholder claims, reinsurance claims, and non-policy related claims (e.g.,
vendor and state tax claims). In addition, policyholders were entitled to file proofs of claim for
“policyholder protection” (“PHP”). A PHP proof of claim does not articulate the specifics of a
particular claim. Rather, it secures for the policyholder the right to be in the proceeding as a
timely-filed creditor without describing an actual claim. As of March 31, 2007, 3,540
policyholders filed timely proofs of claim for PHP. Claims against the policyholders entitled to
PHP continue to be made in this proceeding, more than twenty-one years after the claim-filing
deadline as prescribed in the Liquidation Order.

1. New York Statutory Scheme of Distribution

Under the Insurance Law priority scheme that was in effect when Union was ordered into
liquidation, all claims against an insurer in liquidation, with two limited exceptions, were general
creditor claims and were entitled to share pro-rata in the distribution of assets. A revised

statutory scheme for priority of distribution became effective June 29, 1999.



The 1999 amendment to Insurance Law Section 7434 set forth a comprehensive list of
nine classes of creditor claims in specific order of priority of distribution. The statute provides
that no distribution can be made to a class of creditors until each claim in the preceding class has
been paid in full. This amendment applied to any proceeding under Article 74 of the Insurance
Law pursuant to which an order of liquidation was entered on or after the effective date of June
29, 1999.  Accordingly, the 1999 amendment to Section 7434 did not apply to Union. In
amendments passed by the Legislature in 2005, Insurance Law Section 7434 was amended,
effective May 11, 2005, adding subsection (), which reads as follows:

The provisions of this section shall apply to distributions made after the

effective date of this subsection in any proceeding under this article,

regardless of the date such proceeding was commenced under this article,

provided that the foregoing provisions of this subsection shali not apply to

distribution made pursuant to 2 final court order of distribution entered on or

before the effective date of this subsection.

The 2005 amendments thus retroactively engrafted the statutory scheme of prioritized
rankings of classes of claimants, upon, inter alia, the ongoing Union liquidation. As noted
below, a creditor such as a reinsurer who was equal in standing to all other creditors and
claimants, was now relegated to an inferior rank as a member of “Class six,” subordinate to the

top five classes.

2. Description of the Classes of Creditors

Section 7434 sets forth the classes of creditors as follows:

(i) Class one. Claims with respect to the actual and necessary costs and expenses of
administration incurred by a liquidator, rehabilitator or conservator.

(ii) Class two. All claims under policies (except for reinsurance contracts), including

claims of federal, state or local government for losses incurred, third party claims,



claims for unearned premiums, and all claims of security funds or guaranty
associations.

(1))  Class three. Claims of the federal government, except those under Class two.

(iv)  Class four. Claims for wages owing to employees of an insurer against whom an
Article 74 proceeding is commenced for services rendered within one year before
commencement of the proceeding, not exceeding $1,200 to each employee, and
claims for unemployment insurance contributions required by article eighteen of
the labor law.

(v) Class five. Claims of state and local governments, except those under Class two.

(vi)  Class six. Claims of general creditors, including but not limited to claims arising
under reinsurance contracts.

(vi1)  Class seven. Claims filed late or any other claims other than claims under Class
eight or Class nine below.

(viii)  Class eight. Claims for advanced or borrowed funds made pursuant to Insurance
Law Section 1307.

(ix)  Class nine. Claims of shareholders or other owners.

3. Claims Against Union Presented by Class
a. Class One Claims

These expenses include the actual and necessary costs of administration incurred by the

Liquidator in this proceeding.’

* See Section 111D, intra.



b. Class Two Claims

There are a total of 25,877 Class two claims in this proceeding.* Policyholder claims are of
two types: security/guaranty fund and general creditor policyholder claims.

i) Security/Guaranty Fund Policyholder Claims

Security/Guaranty Fund policyholder claims consist of claims by New York’s insurance
security funds (the “Security Funds”) and sister-state guaranty funds (the “Guaranty Funds”). The
Security Funds and Guaranty Funds (collectively, the “Funds”) were created by state statutes to
pay certain types of claims covered by policies issued by insurance companies licensed in their
states that are unable, due to insolvency, to meet their insurance obligations. The Funds are
entitled to make claims for reimbursement of their payment of losses and expenses relating to their
liabilities as a result of the insurance company’s insolvency.

The Security Funds consist of the Property/Casualty Insurance Security Fund (the “P/C
Fund”) and the Public Motor Vehicle Liability Security Fund (the “PMV Fund”), which are
maintained in accordance with Article 76 of the Insurance Law, and the Workers® Compensation
Fund (the “WC Fund™),” which is maintained in accordance with Article 6A of the New York
Workers’ Compensation Law. These funds, along with 42 Guaranty Funds, have claims in this
proceeding for losses paid and expenses incurred as a result of the insolvency of Union.

(ii) General Creditor Policyholder Claims
General creditor policyholders’ claims include policyholder claims that, for some reason,

were not covered by a Fund. For example, where a policyholder claim is greater than a Fund’s

4

This figure does not include the 3,540 PHP proofs of claim.

* Claimants with claims covered by the WC Fund were not required to file proofs of claims. Therefore, the
number of claimants handled by the WC Fund is not reflected in the number of proofs of claim presented in this
proceeding.



statutory coverage the amount above the statutory cap is a general creditor policyholder claim and
the policyholder may file a claim to recover such amount. These claims for amounts in excess of
Fund coverage are particularly common among “Major Policyholders” (ie. Fortune 500
companies and other large companies) whose policies provided excess coverage.® Some of the
Major Policyholder claims have been resolved. Others had reserves established and were
subsequently disallowed because the losses did not develop or it has been determined that Union’s
layer may never be reached. In some instances, it is anticipated that dormant “Major
Policyholder” claims may emerge as coverage of the policies below Union’s layer may be
exhausted. These policyholders may seek allowance for claims under policies for environmental
losses, breast implant cases and other such “long-tail” claims that, by their nature, take years to
develop.

In addition, the Funds do not provide coverage for all types of insurance policies and
bonds. For example, Union had a substantial amount of surety business and many Funds do not
provide coverage for surety bonds. Therefore, claimants with claims against non-Fund covered
surety bonds are Class two creditors whose claims, if allowed, will share in any distribution of
Union’s assets,

c. Class Three Through Class Nine Claims

These claims include reinsurance claims, claims by insurers for amounts due under
reinsurance contracts with Union, vendor and state tax claims, etc. Due to the limited assets of
Union, it is likely that Class two creditors will not receive full payment of the allowed claims.

Because, as noted above, subordinate claims holders cannot be paid until claims of a higher

% Excess insurance coverage is insurance coverage that is written in excess of (i.e., surplus or in addition to)
primary or direct insurance. It is designed to increase the limits of liability provided by the primary insurance

policy.



priority class have been fully paid, it is not likely that Classes three through nine will receive any
distribution.

B. Current Status of Claims Presented

Of the 31,299 claims presented, 23,545 have been adjudicated, 3,540 were filed for
policyholder protection, 2,027 were voided as duplicates, 465 have been withdrawn and 1,722
remain open.

1. Class Two Claims

The Funds have proofs of claim for reimbursement of payments made for losses and
expenses as a result of Union’s insolvency. The allowances of the Funds’ claims are updated
periodically based on their payment of the underlying claims and expenses. The Funds’ timely
filed proofs of claims will remain open until all allowed claims handled by the Funds have been
resolved.

Forty-two Guaranty Funds filed proofs of claims. As of March 31, 2007, the 42 Guaranty
Funds have collectively paid $73,946,372, of which $53,915,791 was for loss, $1,130,539 was for
return of unearned premium, $14,223,592 was for loss adjustment expense and $4,676,450 was for
administrative costs.

As of March 31, 2007, the P/C Fund made claim payments in the amount of $108,354,036
and expense payments in the amount of $35,342,508 for a total of $143,696,544. The PMV Fund
made claim payments in the amount of $101,000. As of March 31, 2007, the WC Fund made
claim payments in the amount of $759,478 and expense payments in the amount of $778,851 for a

total of $1,538,329.
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As of March 31, 2007, 1,692 general creditor policyholder proofs of claim have been
allowed in the amount of $20,738,729. General creditor policyholder claims encompass a wide
variety of non-Fund covered claims.

As of March 31, 2007, there were 317 open proofs of claims,” of which 39 are Security
Fund covered. The remainder consists of general creditor policyholder claims, surety claims and

claims by the Funds.

2. The Remaining Classes of Claims

The remaining classes of claims may not be further adjudicated due to the insufficient
assets in the proceeding to pay Class two claims in full.

Of the remaining 1,882 non-Class two general creditor claims, 58 have been adjudicated
consisting of 26 disallowed and 32 allowed by the Court in the amount of $404,837. Although the
32 allowed claims have been adjudicated, as noted above they will not participate in any
distribution for the reasons discussed above.

C. Collection of Assets

The Liquidator has collected assets in the total amount of $144,477,100 through March 31,
2007. The Liquidator has augmented the estate’s cash and invested assets from the date of
liquidation in the amount of $72,270,573. The collection of assets consists of investment income,
reinsurance recoveries, premiums, salvage and subrogation, iitigation awards and miscellaneous
receipts. As of March 31, 2007, Union had total cash and invested assets of $98.363,578.

The collections are described in more detail below.

" The open proofs of claims include 22 claims for which objections to disallowance have been filed and are
pending adjudication.



1. Investment Income

As of March 31, 2007, the Liquidator earned $52,558,681 on Union’s invested assets.

2. Reinsurance

Decisions in three lawsuits affected Union’s proceeding and in particular Union’s
reinsurance assets.

On February 7, 1985, Union commenced an action against certain reinsurers seeking
recoveries under reinsurance contracts entitled Union v. AIG MultiLine, N.Y. County Index No.
4835/84 (the “AlG Action”). One month after the complaint was filed, the reinsurers invoked
the reinsurance contracts’ respective arbitration clauses and moved to stay the case and compel
arbitration. Motion practice in the A/G Action absorbed the next five and one-half years during
which time Union was placed into liquidation.

In 1989, this Court granted the reinsurers’ motion to compel arbitration. Curiale v. AIG
MultiLine, 143 Misc.2d 62, 539 N.Y.S.2d 630 (Sup.Ct., N.Y. Co. 1989). The Appellate
Division, First Department, reversed and held that the arbitration agreements are not enforceable
againsi the Liquidator of an insolvent New York insurer. Curiale v. AIG MultiLine Syndicate
167 A.D.2d, 332, 562, N.Y.S.2d 993 (1* Dept. 1990).?

While the 4/G Action was proceeding, the Liquidator commenced suit in 1987 against
Union’s parent company, F.B. Hall, its affiliates, directors, officers and auditors, as well as
Union’s directors and officers, for breach of fiduciary duty, breach of statutory duty, and fraud.
Corcoran v. Frank B. Hall (the “F.B. Hall Action”). On June 22, 1987, the F.B. Hall defendants
filed motions to dismiss the F.B. Hall Action.

Denying those motions, this Court determined that the Liquidator had paramount and

¥ See also Curiale v. Ardra Insurance Company, Ltd, 77 N.Y 2d 225, 566 N.Y.5.2d 575 (1990} (same).
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exclusive standing to bring suit against the F.B. Hall defendants, Corcoran v. Frank B. Hall &
Co., Index No. 5273/87 slip op. (Sup. Ct,, N.Y. Co., Nov. 2, 1988), and the Appellate Division,
First Department, affirmed. 149 A.D.2d 165, 545 N.Y.S.2d 278 (1* Dept. 1989).

The third action is In the Matier of the Liquidation of Union Indemniry, (Michigan
National Bank v. American Centennial Ins., et al ), N.Y. County Index No. 41292/85 (the
“Michigan National Bank Action™). In that case, Michigan National Bank, the beneficiary of a
$2,000,000 surety bond issued to Ginzo Investment Corp. by Union, brought an action on the
bond directly against Union’s reinsurers (American Centennial Ins., e al.). Thereafter, the
Liquidator intervened in the Michigan Narional Bank Action, alleging that the reinsurance
proceeds were assets of the Union estate, payable to the Liquidator and not to Michi gan National
Bank. Meanwhile, the reinsurers counterclairned that the reinsurance treaties had been procured
by fraud, that F.B. Hall, the parent company of Union, had operated Union for improper
purposes, and that Union had failed to disclose its insolvency in its annual reports.

On December 14, 1988, the reinsurers moved for summary judgment against the
Liquidator seeking to rescind their reinsurance obligations on the grounds of fraud in the
inducement. By decision dated October 16, 1989, this Court granted the motion and rescinded
the reinsurance contracts. In a second decision dated November 14, 1989, the decision was
amended to add another reinsurer to those entitled to relief,

The Liquidator moved to renew and reargue. Upon reargument, this Court, in an order
entered November 16, 1992, modified its prior decision. Rather than allow rescission, which
was barred by the Liquidation Order, this Court rendered a declaratory judgment that the
reinsurance contracts were unenforceable. All these decisions were brought up for review on

appeal and the Appellate Division affirmed. 200 A.D.2d 99, 611 N.Y.S.2d 506 (1 Dept. 1994).



Leave to appeal to the Court of Appeals was granted and the Court of Appeals affirmed as well.
89N.Y.2d 94, 651 N.Y.S.2d 383 (1996).

In March 1993, the reinsurers in the A/G Action, brought a motion for summary
Judgment. The lower court, in an order entered August 19, 1993, granted summary judgment
and declared the reinsurance contracts with Union to be unenforceable and the Appellate
Division affirmed. 200 A.D.2d 99, 611 N.Y.S.2d 506. The Appellate Division also held that the
reinsurers could not defeat the Liquidator’s right to claim the return of premiums paid where the
reinsurers had succeeded in having the contracts voided. Curiale v. AIG MultiLine Syndicate
204 A.D.2d 237, 613 N.Y.S.2d 360 (1* Dept. 1994).

The Michigan National and AIG Multi-Line declarations that the applicable Union
reinsurance contracts were unenforceable eliminated, directly and by implication, all of Union’s
reinsurance recoverables, which were then quantified at approximately $200,000,000. The
potential effect was to more than double the depth of the insolvency and to drastically diminish
the Union estate’s ultimate distributions to creditors. See Union Indemnity, Michigan National v.
American, Index No. 41292/85 (Sup.Ct,, N.Y. Co.) (slip op. 10/20/92).

Under the new management, the NYLB is in the process of rebooking and rebilling
reinsurance recoverables. As of March 31, 2007, the Liquidator’s gross recovery from reinsurers
totaled $27,576,802.

3. Directors and Officers Litigation

As mentioned above, in the F.B. Hall Action, the Liquidator asserted claims against
Union’s parent and sole shareholder, F.B. Hall, its subsidiaries, the former directors and officers of
Union, and Touche Ross & Co., the former auditors of F.B. Hall and Union, to recover damages in

the amount of $140,000,000 arising from the alleged mismanagement of Union by F.B. Hall prior
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to liquidation. The parties reached a settlement, approved by order entered June 5, 1997 in the
amount of $55,400,000. The Liquidator received the initial installment of the settlement on July
28, 1997 in the amount of $26,400,000. The remainder of the settlement was to be paid in annual
installments over 10 years, commencing November 9, 1998, Subsequently, by order entered
March 17, 1998, this Court approved a prepayment agreement between the parties whereby the
Liquidator received accelerated payment of the installment portion of the settlement in the amount
of $20,234,884 for a total recovery through March 31, 2007 of $47.705.462.

4. Salvage and Subrogation

As of March 31, 2007, the Liquidator has made salvage and subrogation recoveries in the
total amount of $5,742,211.

5. Premium in the Course of Collection

The Liquidator has collected premiums on policies written by Union in the amount of
$2,099.805.

6. Receipts from Special Deposits

The Liquidator has collected $328,062 from the statutory deposits held by ancillary
recelvers.

7. Miscellaneous Receipts

As of March 31, 2007, the Liquidator has coliected miscellaneous receipts in the amount of
$8,466,077 of which the majority, $7,977,578, was transferred from a money market account for
activities prior to 1994,

D. Disbursement of Assets

The Liquidator has disbursed a total of $83,704,661 from July 16, 1985 through March

31, 2007, of which $68,900,019 has been incurred by the estate and $11,919,839 has been



incurred by the Security Funds in administrative expenses. These expenses include $36,102.313
for the salaries of the Liquidator’s staft, $7,043,907 for employee benefits, $12,473,817 for rent
and $5,614,858 for overhead expenses such as insurance, office equipment and supplies, postage
and telephone.

Also included are professional fees, the Liquidator has retained counsel to represent him
in the actions reported above as well as other matters. The total paid to counsel through March
31, 2007 is $9,037,703. Additionally, the Liquidator has retained accountants and other
consultants to prepare financial statements and for litigation support. The total amount paid to
such consultants is $9,691,899.

The balance of the Liquidator’s administrative expenses consists of salvage and
subrogation fees in the amount of $93,201 and other miscellaneous expenses in the amount of
$762.160.

The expenses listed above total $80,819,858. However, $11,919,839 has been allocated
to and paid by the Security Funds. Thus, the estate’s administrative expenses are $68,900,019.
As stated above, the Security Funds have a claim for all expenses paid in connection with this
proceeding.

The remaining disbursements were the advance to an affiliate for administrative expenses
in the amount of $1,200,000, a refund to a reinsurer of §1 ,272,786° and the loan to the WC Fund
in the amount of $412,017.

E. Loan Pursuant to Chapter 33
In May 2005, Article 74 of the Insurance Law was amended pursuant to New York Law

Chapter 33 of the Session Laws of 2005 (“Chapter 33™) to permit the WC Fund to take loans

® On November 25, 1998, pursuant to a release agreement dated October 13, 1998 Union refunded
$1,272,786 to Mentor Insurance Co., Ltd., a Bermuda reinsurer of Union.

18



against the assets of insolvent domestic estates. As such, the Superintendent is authorized to
make one or more loans to the WC Fund, up to a total of $70,000,000 in the aggregate, from the
assets of one or more insolvent domestic estates.

Chapter 33 Section 1 provides that any loan pursuant to Section 7433(a) of the Insurance
Law shall be a liability of the WC Fund and shall be repaid pursuant to a plan of repayment to be
prescribed by the Superintendent. Section 1 further provides that the repayment plan shall,
among other things, require that any loan shall be made upon commercially reasonable terms in
accordance with the Superintendent’s fiduciary responsibilities and that no less than one-fourth
of the payment collected pursuant to Section 108 of the Workers’ Compensation Law shall be
dedicated to the repayment of such loans.

Union loaned the WC Fund a total of $412,017 pursuant to the above provisions.
Pursuant to the loan agreement, the WC Fund has made quarterly payments to the estate in the
total amount of $380,107, leaving a balance of $31,910 as of March 31, 2007.

IV. CURRENT STATUS

A. Assets and Liabilities

Union’s comparative balance sheet and statement of cash receipts and disbursements for
the period ending March 31, 2007 are annexed hereto as Exhibit 1. As of March 31, 2007, Union
had total assets of $106,419,398 and total liabitities of $515,650,555, leaving Union insolvent in
the amount of $409,231,157. The March 31, 2007 balance sheet reflects the sum of the
transactions described herein.

1. Assets

Union’s assets consist of cash and investments in the amount of $98,363,578, restricted

assets in the amount of $6,008,419, and other assets in the amount of $2,047,401. The restricted
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assels are assets restricted by legal or contractual requirements, e.g., monies placed in an escrow
account, and are not currently available for distribution to creditors. The other assets consist of
net reinsurance recoverables on paid losses of $40,934,'° receivables from affiliates of
$1,259,294, accrued investment income of $715,263, and the remaining balance of the WC Loan
of $31,910.

2. Liabilities

Union’s liabilities for all classes as of March 31, 2007 total $515,650,555, of which
$£5,802,964 are for secured claims for pledged collateral, $2,631,589 are Class one liabilities for
operating and administrative expenses, and $273,928,292 are Class two itabilities, ie., policy-
related claims. The Class two liabilities consist of allowed amounts and outstanding reserves for
policy-related non-fund covered claims in the amount of 546,818,355, $169,767,759 for the
Funds’ claims for the allowed and outstanding losses, $1,130,539 for the return of unearned
premiun, and $57,377,641 for paid and outstanding administrative and loss adjustment expenses
(to be reduced by $1,166,002"" in advances).

The habilities of the remaining classes total $233,287,710 and are not explained 1n detail
as there will not be sufficient assets to pay them.
B. Adjudication of Claims

A claim is “adjudicated” upon the Court’s approval or disapproval of the Liquidator’s
recommendation to the Court that the claim be either “allowed” or “disallowed.” An “allowed”
claim is a claim that has been approved by a liquidation court and is therefore allowed to share in

the distribution of assets pursuant to Insurance Law Section 7434. A “disallowed” claim is a

* As noted above, the NYLB is in the process of rebooking and rebilling Union’s reinsurance recoverables.

"' This amount represents money retained by the Guaranty Funds from special deposits or from various
recoveries (i.e., subrogation, salvage, etc.). This amount reduces the Guaranty Funds’ potential claim.
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claim that has been rejected and will not share in any distribution of the estate’s assets. Pursuant
to orders issued by this Court setting forth a procedure for claims adjudication (the “Adjudication
Orders”) and appointing referces (the “Referee Orders™), creditors who object to the Liquidator’s
recommendations are entitled to a hearing before the Court or a Court-appointed referee. Copies
of the Adjudication Orders and the Referee Orders are attached as Exhibit 2 and 3, respectively.

As of March 31, 2007, 31,299 potential claims have been recorded in this proceeding. As
previously noted, this includes 3,540 proofs of claim that were filed for policyholder protection.
Of the remaining filed claims, 2,027 proofs of claim have been voided as duplicate filings, 465
claims were voluntarily withdrawn in the proceeding, and 23,545 claims have been adjudicated.
Of the adjudicated claims, 1,269 claim filings were resolved by Guaranty Funds on behalf of the
Liquidator, 9,675 claims have been allowed, and 12,601 claims have been either disallowed or
recommended for disallowance. A total of 1,722 claims remain open, including 474 deferred
claims which had not been timely filed in the proceeding and 22 claims recommended for
disallowance and pending resolution of objections filed by creditors.

Of the many classes of claims, the claims categorized as Class one and Class two will be
the only claims receiving a distribution pursuant to Insurance Law Section 7434. Class one, as
previously referenced, are administrative expenses. Class two are policy-related claims and are
further analyzed here.

1. Funds’ Claims

The Funds, having been triggered by Union's insolvency, were each deemed to have
timely filed an omnibus proof of claim prior to the date fixed for filing proofs of claim. Having
paid policyholder claims and associated expenses, the Funds are entitled to reimbursement from

the assets of the insolvent estate and each has a claim for reimbursement of those payments. The
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allowance of the Funds’ claims is updated periodically. Although the Liquidator seeks to impose
a bar date, as discussed below at page 24, the bar date will bar only presentment of claims after
such date. Allowable Class two claims presented by proof of claim prior to the bar date, such as
the omnibus proofs of claim filed by the Funds, will receive a distribution even though the
claims will not fully develop until after the bar date.

a, P/C Fund Claims

As of March 31, 2007, the P/C Fund’s claim, including loss, return premium and expense,
has been allowed in the amount of $143,267,573. The loss and expense reserves for the remaining
14 open P/C Fund claims are $3,109,665. The Liquidator continues to submit underlying P/C
Fund claims to the Court for allowance, as they are evaluated, to effect payment of losses and
expenses. Pursuant to Insurance Law Section 7609, the claim of the P/C Fund will remain open
until all underlying P/C Fund claims fully develop - ie, have been resolved or otherwise
quantified.

b. The WC Fund Claims

As of March 31, 2007, the WC Fund’s claim, including loss, return premium and expenses,
has been allowed in the amount of $1,450,071. In accordance with Workers’ Compensation Law
Section 109(c), the WC Fund is entitled to a valid claim for the full amount of its payments.
Claimants with claims covered by the WC Fund were not required to file proofs of claim.
Therefore, the claims handled by the WC Fund are not reflected in the number of proofs of claim
filed or deemed to be fited in this proceeding. As of March 31, 2007, three claims remain open
with loss and expense reserves of $127,191. Pursuant to Article 6A of the Workers’
Compensation Law, the respective claim of the WC Fund will remain open until all underlying

claims have been resolved or otherwise quantified.
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c. The PMV Fund Claims

As of March 31, 2007, the PMV Fund’s claim including losses and expenses has been
allowed in the amount of $101,000. Pursuant to Insurance Law Section 7609, the respective claim
of the PMV Fund will remain open until it is verified that all underlying claims have been resolved
or otherwise quantified.

d. Guaranty Funds Claims

As of March 31, 2007, the claims of 40 Guaranty Funds have been allowed in the final
amount of $58,565,762. The claims of the remaining two Guaranty Funds have been allowed for
an interim amount of $15,261,808 and have reserves for open claims in the amount of $6,392,870.
The Liquidator continues to submit the Guaranty Funds’ claims for paid losses and expenses to the
Court for aliowance as they are reviewed. The two remaining Guaranty Funds® proofs of claim
will remain open until all underlying claims have been resolved or otherwise quantified. Although
there has been no distribution in the Union proceeding, the Guaranty Funds have been advanced
$1,166,002 in subrogation and salvage recoveries and special deposits forwarded to them from
ancillary recetvers. See Section IV.A.2, supra at p. 20.

2. Non-Fund Covered Claims

As of March 31, 2007, there were 1,692 non-fund covered claims allowed in the amount of
$20,738,729. Reserves posted for the remaining 297 claims total $26,079,626.

Class three - Federal government claims other than those payable as a Class two claim:
As of March 31, 2007, there is one claim allowed in the amount of $137,245.

Class four - Wages claims: There was one claim, which was disallowed.
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Class five - State and local government claims: As of March 31, 2007, there are two open
claims with outstanding reserves totaling $19,604 and two claims allowed in the amount of
$51,733. Two claims have been disallowed.

Class six — General creditor claims: As of March 31, 2007, there were 647 open claims
with outstanding reserves in the amount of $5,232,576 and 29 claims that have been allowed in the
amount of $215,860. A total of 23 claims have been disallowed.

a. Reinsurance Claims

Reinsurance claims include all claims arising under reinsurance contracts. According to
Union’s books and records, Union has 282 open reinsurance claims filed in the proceeding,
excluding 41 that were not filed timely and have been classified as Class seven.

Class seven -- Late filed claims: As of March 31, 2007, there were 474 claims ihat were
not filed timely in the proceeding.

Class eight — Section 1307 claims: None.

Class nine — Shareholder claims: None
V. RELIEF SOUGHT

The Liquidator seeks to expedite the liquidation of Union and to distribute its assets in a
manner that will treat all affected parties in accordance with Article 74. The Liquidator,
therefore, proposes to establish a bar date to cut off the presentment of any new claims. As
previously discussed, the Liquidator has compiled a list of all creditors and has addressed their
claims in this Initial Report. The certainty resulting from the establishment of a bar date will
enable the Liquidator to quantify Union’s liability and determine with finality the ultimate

amount due to creditors, to make a distribution of assets to Class two creditors with allowed
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claims, and to take the remaining steps to wind up the Union estate.” Without a bar date, claims
covered by PHP proofs of claim and reinsurance claims could continue to accrue ad infinitum,
The Court’s setting of a bar date will cut off any further submission of new claims covered by
such proofs of claim and thereby expedite closure of the liquidation proceeding, which has been
open for more than two decades. Accordingly, the Liquidator believes that it is in the best
interest of Union’s policyholders, claimants, creditors and the general public for the Court to
establish a bar date of November 15, 2007 (“Bar Date™).

In order to calculate a feasible and appropriate initial distribution percentage, the
Liquidator must determine Union’s distributable assets and make a conservative estimate of its
outstanding habilities. This approach is necessary to ensure that there will be sufficient assets to
pay all creditors (including creditors whose claims have yet to be adjudicated) their respective
shares of Union’s assets. As such, the Liquidator would now like to ensure that: (1) Union’s
policyholders and creditors have the opportunity to present their claim on or before the Bar Date;
and (i1) any claims, other than administrative costs and expenses, submitted after the Bar Date
are barred.

For the above reasons, the Liquidator proposes that the Court bar and discharge all
claims, except administrative costs and expenses, not submitted to the Liquidator by November

15,2007.

' See also N.Y. Insurance Law §7417, which vests courts with the authority to grant such relief as the
nature of the case and the interests of policyholders, creditors and the public may require. This authority
encompasses the establishment of bar dates to facilitate the efficient closure of an estate in order to preserve and
maximize the assets available to pay all classes of creditors with allowed claims. See, e.g., In the Matter of
Dominion [ns. Co., Index No. 40924/1986, (Sup.Ct,, N.Y. Co., April 5, 1999); /n the Matter of Ideal Mutual Ins.
Co., Index No. 40275/85, (Sup.Ct., N.Y. Co., December. 9, 2003) (liquidation courts approving bar dates).
Petitioner will be pleased to provide the Court with copies of these decisions and any other documents which
Petitioner has referenced but not attached to this Initial Report in order to reduce the report’s paper volume.
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A. Payment to Creditors

As noted above, the priority of distribution of assets from a liquidating insurer is set forth
by Insurance Law Section 7434, which provides that all members of a senior class be paid in full
before the members of the next class may receive any payment. Section 7434(a) (1) provides in
pertinent part:

Upon the recommendation of the Superintendent, and under the
direction of the court, distribution payments shall be made in a
manner that will assure the proper recognition of priorities and a
reasonable balance between the expeditious completion of the
liquidation and the protection of unliquidated and undetermined
claims. .. . No claim by a shareholder, policyholder or other creditor
shall be permitted to circumvent the priority classes through the use of
equitable remedies.

In view of the above, the Liquidator believes that the affairs of the estate are in a
condition such that a distribution on allowed claims can now be made. The relevant classes of
claims with respect to this distribution are as follows:

Class one. Claims with respect 1o the actual and necessary costs and expenses of

administration, incurred by the Liquidator.

Class two. All claims under policies.

The Liquidator has accounted for Union's financia) situation through March 31, 2007, and
has reserved for the Class two claims which have yet to be adjudicated, as well as for projected
administrative costs and expenses. This reserve is necessary to ensure that at the time of any
subsequent distribution, there will be sufficient assets to pay all Class two creditors in parity and
the administrative costs and expenses incurred as of that time. Accordingly, the Liquidator
recommends that, to the extent sufficient assets are available, Class one claims be paid in full and

an initial distribution be made to each Class two creditor possessing an allowed claim.



V. CONCLUSION / COURT APPROVAL

The Liquidator submits this Initial Report in order to describe to the supervising Court
the status of the Union liquidation and to serve as the basis for a partial immediate distribution to

Unton’s policyholders and creditors with allowed claims as provided by Insurance Law Section

7434,

Accordingly, the Liquidator hereby moves, on notice, to Union’s policyholders and

creditors, for an order which:

a.

b.

Approves the Initial Report;

Approves the financial transactions delineated in the Initial
Report.

Provides that only claims for actual losses and loss
adjustment expenses arising under direct policies issued by
Union reported through November 15, 2007 will be
considered for allowance;

Provides that all claims for losses and loss adjustment
expenses including, without limitation, direct policy claims
reported after November 15, 2007 be barred and
discharged,

Authorizes the Liquidator to make a distribution of assets,
consistent with this Court’s orders and the priorities set
forth in Insurance Law Section 7434, to those creditors of
Union with allowed claims to the extent that, in the
Liquidator’s discretion, sufficient funds are available; and

Provides for such other and further relief as the Court shal}
deem appropriate and just.

Dated: New York, New York

October J£' 2007 W @‘

MARK G. PETERS
Special Deputy Superintendent
And Agent of the Liquidator

27



Exhibit 1



UNION INDEMNITY INSURANCE COMPANY
IN LIQUIDATION

STATEMENT OF ASSETS
March 31, 2007 July 16, 1985
Liquidation Date
Unrestricted Assets:
Cash-Unrestricted $ 9,813,219 $ 2,887,912
Short-Term Investments 17,662,799 -
Bonds, Preferred Stocks, and Common Stocks 70,887,550 213,205,093
Tetal Cash and Invested Assets 3 98,363,578 $ 26,093,005
Investment in Subsidiary - -
Other Invested Assets
Reinsurance Recoverables on Paid Losses and LAE 48,585,705 $ 66,413,659
Less: Allowance for Uncollectible Reinsurance Recoverable (48,544,771) -
Net Reinsurance Recoverable on Paid Losses and LAE 40,934 66,413,659
Reinsurance Recoverables on Unpaid Losses and Unpaid LAE 1,117,885 -
Less: Allowance for Uncollectible Relnsurance Recoverable $ (1,117,885) -

Net Reinsurance Recoverable on: Unpaid Losses and LAE - -

Premivms Due and Accrued From Agents and Policyholders - 17,169,462
Receivable from Affiliates 1,259,294 -
Accrned Investment Income 715,263 -
Furniture, Fixtures, and Equipment - 493,777
Other Assets 31,910 2,247,152
Total Unrestricted Assets 100,410,979 112,417,055

Restricted Assets:

Restricted - Statutory Depeosits in This or Other States 351,705 1,374,718
Restricted - Other 5,656,714 548,905
Total Restricted Assels 6,008,419 1,923,623

Total Assets § 106,419,398 3 114,340,678




UNION INDEMNITY INSURANCE COMPANY

IN LIQUIDATION

STATEMENT OF LIABILITIES

March 31, 2007 July 16, 1985
Liquidatien Date
Secured Claims $ 5,802,964 -
Class I - Administrative Claims; 1,631,589 3 2,174,670
Class II - Claims and Related Costs:
Guaranty Fund Ciaims:
Alowed Claims:
Administrative Claims Expenses $ 4,674,745 -
Loss Adjustment Expenses {LAE) 49,718,343 -
Loss Claims 163,122,587 -
Unearned and Advance Premium Claims 1,130,539 -
Total Allowed Claims 218,646,214 -
Less Advance Dividends 1,166,002 -
Total Allowed Claims 217,480,212 -
Non - Allowed Claims:
Administrative Claims Expenses 144,591 -
Loss Adjustment Expenses (LAF) 1,839,962 $ 6,136,698
Loss Claim Reserves 6,645,172 49,874,877
Unearned and Advance Premium Claims - -
Fotal Non-Aliowed Claims 9,629,725 $ 56,011,575
Total Guaranty Fund Claims: 227,109,937 56,011,575
General Creditor Claims:
Allowed Claims:
Loss Claims 20,077,669 -
Unearned and Advance Premivm Claims 661,060 -
Total Allowed Claims 20,738,729 -
Less Dividends - -
Total Allowed Claims 20,738,729 -
Nen - Allowed Claims:
Loss Claims Reserves 26,075,897 -
Unearned and Advance Premivm Claims 3,729 9,051,116
Loss Adjustment Expenses (LAE) - -
Total Non- Allowed Claims 26,079,626 9,051,116
Totat General Crediter Claims 46,818,355 9,051,116
IBNR b —
Total Class 11 Cleims and Related Costs: 273,928,292 s 65,062,691
Class IE - Federal Government Claims:
Allowed Claims: 137,248
Less: Dividends .
Total Allowed Claims s 137,245
Non - Allowed Claims -
Totak Class 111 Claims $ 137,245 -

Class IV - Employee Claims:
Allowed Claims:
Less: Dividends
TFotal Allowed Claims
Non - Allowed Claims

Total Class I'V Claims

————
———— i
r———




UNION INDEMNITY INSURANCE CCMPANY
IN LIQUIDATION

STATEMENT OF LIABILITIES

Class V - State and Local Gevernment Claims:
Allowed Claims:
Less: Dividends
Total Allowed Claims
Non - Allowed Claims

Total Class V Claims

Class VI - Genera) Creditors:
Altowed General Unsecured Creditor Claims
(Other than Reinsurance Related)
Less: Dividends
Total Alowed Claims
Non Allowed General Unsecured Creditor Clalms
(Other than Reinsurance Related)

Total General Unsecured Creditor Claims
{Other than Relinsurance Related)

Reinsurance Related Unsecured Claims
Less: Dividends
Total Reinsurance Related Unsecured Claims
Total Class V1 Claims

Class VII - Late Filed Claims:
Allowed Claims:
Less: Dividends
Total Alowed Claims
Non - Allowed Claims
Total Class VII Claims
Class VIII - Section 1307 (Shareholder) Loans:
Allowed Claims:
Less: Dividends
Total Allowed Claims
Non - Allowed Claims
Total Class VIII Clatms
Class IX - Share Holder Claims:
Allowed Claims:
Less: Dividends
Total Allowed Claims
Non - Allowed Claims
Total Class 1X Claims

Other Liabilities

Total Liabilities
TOTAL DEFICIT

$ 51,733

51,733
19,604

215,860

215,860

5,232,576

5,448,436
155,563,051

155,563,051

$ 72,046,219

March 31, 2007

71,337

161,011,487

72,046,219

21,422

515,650,555
5 (409,231,157)

§ 63,475,143

$ 63,475,143

July 16, 1988
Liquidstion Date

$ 63,475,143

130,711,904
5 16,371,226




UNION INDEMNITY INSURANCE COMFPANY
STATEMENT OF CHANGES IN CASH AND INVESTED ASSETS
FOR THE PERIOD ENDING MARCH 31, 2007

BEGINNING CASH AND INVESTED ASSETS - JULY 16, 1985 5 26,093,005
Receipts Investment Income Received 52,558,681
Reinsurance Recovered 27,576,802
Premiums and Commission Collected 2,099,805
Salvage and Subrogation 5,742,211
Expense Reimb Rec from NYSF 11,919,839
Litigation Awards 47,705,462
Release from Special Deposit 328,062
Partial payment of WC loan 380,107
Miscellancous 8,466,077
Total Cash Receipts 156,777,046
Disbursements Loan to WC Security Fund 412,017
Advance to Affiliate 1,200,000
Release to Reinsurer 1,272,786
Salvage and Subrogation fees paid 93,201
Salaries 36,102,313
Employee Relations & Welfare 7,043,907
Rent & Rent Items 12,473,817
Professional Fees 18,729,602
Other 762,160
Office Expense 5,614,858
Total Cash Disbursements 83,704,661
Net Increase (Decrease) in Cash 73,072,385
Unrealized Loss on Investments (801,812)
ENDING CASH AND INVESTED ASSETS - MARCH 31, 2007 b 98,363,578 |
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At IAS Part 27 of the Supreme
Court of the State of New York,
60 Centre Street, in the
Borough of Manhattan, City an

State gf New Yprk, on the/
day ofJM‘)M ] 1991}1
PRESENT:
HON. TIRA GAMMERMAN
JUSTICE.

—_— —————— ————— e X Index No. 41292/85
In the Matter of ORDER APPROVING THE
PETITIONER’S PROPOSED
the Liquidation of PROCEDURE FOR JUDICIAL

REVIEW OF THE
UNION INDEMNITY INSURANCE COMPANY PETITIONRER’S

OF NEW YORK DISALLOWANCE OF CLAIMS

SALVATORE R. CURIALE, the Superintendent of Insurance
of the State of New York as Ligquidator of UNION INDEMNITY
INSURANCE COMPANY OF NEW YORK (the "Liquidator"), having moved
this Court by Petition dated OM'?/ 1993, for approval of a
Procedure (the '"Procedure") for Judicial Review of the
Liquidator’s Recommendations for Disallowance of Claims made in
this proceeding, and it appearing from the Petition that the
Procedure will best serve the interests of UNION INDEMNITY
INSURANCE COMPANY ("UNION"}, its creditors, all other
interested persons and that it should be approved and

implemented:;




IT IS HEREBY ORDERED:

1. The Procedure is Approved.

2. The Court finds that the Procedure is required for
the orderly administration of the Union sstate. The Procedure
will enable the Liguidator to dispose of claims on an ongoing
basis while offering due process to all claimants who object to
his recommendations.

3. The Procedure is as follows:

a) The Liquidator shall, on a periodic basis,
prepare a 1list of claims recommended for
disallowance. The Liquidator shall serve
each clajimant with a "Notice of
Recommendation of Disallowance",. Service
shall be mwmade by first class mail to
claimant’s last kxnown address. The Notice
of Recommendation of Disallowance shall
advise each claimant that:

i) The claimant’s claim has been
recommended for disallowance by the
Ligquidator:

ii) The claimant may object to the Notice
of Recommendation of Disallowance by
serving written objections on the
Liquidator that must be received by
the Liquidator within sixty days of
the date of the Notice of
Recommendation of Disallowance:




0665M/1-3

b)

iii) If the claimant fails to timely object
to the Liquidator’s recommendation for
disallowance, the Liguidator shall
subnit an ex-parte motion to this
Court for an order approving his
recommendations of disallowance of the
claimant’s claim.

iv) Each claim for which a timely
objection is received will be referred
to the referee appointed by the Court,
pursuant to the Orders dated December
22, 1986 and April 26, 1991, to hear
and report on the validity of the
claimant’s objections and that the
Liguidator will notify each claimant
of the time and place of the hearing
on the claimant’s claim.

The Liquidator shall submit an ex-parte
order, after seventy-five days from the date
of the Notice of Recommendation of
Disallowance, which shall provide for the
approval and confirmation of the
Liquidator’s recommendations for
disallowance with respect to each claim for
which no objection is received.
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AMERICAN CENTENNIAL INSURANCE .-

APPT REF COMPUTE/EXAMINE ACCT. . moriow sea.mo;

e o

SUPREME GOURT OF THE STATE OF NEW YORK — NEW YORK COUNTY

index Number : 041292/1985
UNION INDEMNITY INSURANCE C‘“

' . INDEX NO.

OTION DATE -
Sequence Number ; 132 S M TION ,

I

EN
3

-MOTION CAL. NO. .




s
At IAS Part CBof the Supreme Court bf
the State of New York, County of New

York, at the Courthouse, 60 Centre
Street, New York, New York on the

% ayo?f ., 2006.
PRESENT 7

HON, KARLA MOSKOWITZ \

JUSTICE

In the Matter of Index No.: 41292/1985
the Liquidation of ORDER APPOINTING
SUCCESSOR REFEREE
UNION INDEMNITY INSURANCE COMPANY :
OF NEW YORK
HOWARD MILLS, SUPERINTENDENT of Insurance Of the State of New
York, as Liquidator of UNION INDEMNITY INSURANCE COMPANY FF

YORK (“UNION™) having duly moved this Court for an order appomtmg a S:}lccessorE D

N 29
Referee to hear and report on the objections filed by claimants ubthe Li ator’ s
: UNTYC YOA'?K
recommended disallowances of their claims. LE; R’ﬂ; O

E‘q
NOW, on the motion of VINCENT J. TABONE, Attorney for the

Superintendent of Insurance as Liquidator, it is
~ ORDERED, that the motion is granted without opposition; and it is further o
~ ORDERED, that any and -all claims and objections filed by claimants in the

within proceeding which has not been settled or compromised are referred to:

NAME: ﬂm\\"@» sthskeur
ADDRESS: Doal ;P\aeclé qu Macr,
PHONE NO.. * Mo L|4A4 / N“/ ¢ B0 7




as Successor Referee to hear and take evidence on the factual issues raised by the sa:d
objections, and to report thereon with all convenient speed; and it is further:

ORDERED, that the Successor Referee shall be paid a fee based on an hourly

OB WHAT VeR M s#eER RATE THs <(Qu DA Burg parl) 06/ //U-S
rate of $125/hou1>‘as an administrative expense of the estate, and it is further gD pfg*/

ORDERED, that the Successor Referee appointed to hear and report on
objections shali conduct the hearings at the place of business of the Superintendent of
Insurance, as Liquidator, namely 123 WiHiam Street, Borough of Manhattan, City and
State of New York; and it is further

ORDERED, that at least five (5) days before objections to disa]lowed claims
shall be brought on for a hearing by the Liquidator before the Successor Referee, a notice
thereof, in writing, setting forth the name of the claimants, the day, hour and p-lace of

hearing, shall be sent by mail by the Liquidator to the objectants’ addresses as set f'orth in
L
said objectlons and it is further 3 |
ORDERED, that the Successor Referee hereinabove designated to hear and
report to the Court as to any and all affimative claims of the Supermtendcnt of
Insurance, as Liquidator, against such objectants to the end that all claims d:rectly agamst
the Company, in liquidation, may be adjudicated in this proceeding; and it is further
ORDERED, that whenever it shaIl appear to the Superintendent of InSurance ‘as
Liquidator, upon sansfactory proof to him, that any claims on which Ob_]eCtIOIlS have been
filed to hlS recommended disallowances should be compromised, settled or adjusted the

L:quldator on agreement with the clalmants may compromise, settle or adjust sald

(77



claims, subject to required Court approval, without the necessity of any report whatsoever

on the part of the Liquidator or the Successor Referee.
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e UNION INDEMNITY INSURANCE COMPANY
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Atomey for Superintendent
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FNTON PN EFNNTTY INSURANCE CONPANY

cNTW YOIRK

OREFOGORY VoSERGL SUPTRINTENDE ST ol Bvranee of ihe State of News Yook,

N oRn

e Drgindator of UNFON INDEMNT U INSURANCE COMPANY OF NEW YORK 0 NION

INDYMNELY T having dabv mosed sits Coned For anorder sppointing o Suceessor Redoiee o

o ansl coport on the obpections ied By cboimans o the Taguidatorns secominersied

Crsallosvances ol thesy Jhonms
NOW i he robon of STEVTN RO HARRIS, LN Attorney for e Superinteadent
o bananoe es gundaton s

ORDRED . thar e metion, - araoted s o oppe o and s s farthe
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45 Successer Reforee Lo hear and take ovideace on ihe factuel issucs raised hy the said-

objections, and to report thercon with all com erient speed. and itis further:

ORDERED. that the Successor Referse shut] he pard a fee hased on an hourly rate of

125 Ty as an administrative expense of the watate, e = is further

ORDERED. that the Successor Referes appointed o hear and report un objeclions shall

conduct the hearings at the place of busmess <& the Superintendent of Insurance. as Liguidator,

naiely 123 Wallizm Sireet. Borongi ol AManb . e Lid State of New York: and il is further
ORDERED, that at least five (5) dans helore ohrections to disailfowed claims shall he

brought an for a hearing by the Liguudator fore e Suceessor R efercs. a notice thereof, in

&

writing, setting forth the name of the claimants. the day, hour and place of hearing, shall besent %

by mail by the Lguidator to the objectants’ addresses ae el forthm sand obyections: and 1Uis
further

GRDERED. that the Successor Reteree Foreinahove designaied fo hear and report to
the Court as 1o any and all affirmaive claim: of the Superintendent of Insurance, as Liguidator,
against such objectants o the end hat ali chams directh avainst the Company, in liguidation,

may be adjudicaied in this procecdiny. and i01s Qurtier

ORDERED, that whenever it shal, appoar b the Superintendent of [nsurance, s

{iguidator, upon sausfactory pioot 10 i, Eanars clarns onowhich objections have been filed

o his recormmendaed disaliowanees shouhd S oan W sotiled or adasted. the Liguidator,
Caelust sdid claims, subject 10

an apreement with the chnnis, iy Comront. sotile o

oopert whatsoenor on the purt of the

reguired Court approvid, withou: e nocessny o
Laquidatoer or the Successor Referee F l L r D :
- i

i
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UNION INDEMNITY INSURANCE
AMERICAN CENTENNIAL INSURANC |

Stergas MOTION SEQ. NO.

MOTION CAL. NC.

AP

FREY COMPYL FEAXAMINGE A¢ U

e " The following papers, numbered 1 to ___were reac on this motion to/for

ST vesy v e I PAPERS NUMBERED

Nouce of N’Iotlonf Order lo Show Cause — Affidavits — Exhibits ...

1.,‘ .

. Answermg Afﬁdav:ts ~— Exhibits _ . o o .
"'Replylng Affldawts N N

"C"r'éss-Nlotion: L. Yes . No

Upon the foragoing papers, it is ordered that this motion (,//-, /

ot e Ode &% o

LY PEFERRFD TC

i
i S ¥
L ! ey
o : i T
:  FILED ! |
i 7 ;

| UG -6 2003

COUNTY CLERK S OFFICE
NEW YURK

"\

JS.C.
Check one: |} FINAL DISPOSITION Y NON-FINAL DISPOSITION

712

Dated: ‘ J

- MOTION/CASE IS RESPECTFU
JUSTICE ’ R



At IAS Part 2701' the Supreme Court
of the State of New York, County
of New York, at the Courthouse,
60 Centre Street, Borough of
Manhattan, city and State of
New York, on the yj[ day of
of April, 1991, /

PRESENT N e
HONJ/QA GAHREICA T

JUSTICE.
R T ®
In the Matter of Index No. 41292/1985
the Liquidation of ORDER

UNION INDEMNITY INSURANCE COMPANY OF
NEW YORK

e x

Upon reading and filing the annexed petition of 1
SALVATORE R.ICURIALE, Superintendent of Insurance of the State
of New York, as Liquidator of UNION INDEMNITY INSURANCE COMPANY
OF NEW YORK, (hereinafter referred to as PUNION"), by RICHARD
S. KARPIN, Assistant Special Deputy Superintendent of Insurance
and Agent in this proceeding, duly verified the qrf’ day of
April, 1991, the Affirmation of LAWRENCE A. DINERSTEIN upon all
the papers and Proceedings heretofore had herein and’ dﬁm'{

deliberation having been had thereon,




NOW, on motion of WILLIAM F. JEROME, attorney for the
petitioner, it is

ORDERED, that so much of the Order granted on December
8, 1986 which appointed the HON, HYMAN KORN referee, and
entered on the 22nd day of December, 1986 and all procesdings
thereunder be and the same hereby are vacated and set aside,
and it is further

ORDERED, that , Esq.,

ALLTH . A Ln,"
194 EAST EL rreeer gvims tfof wow yare, MY po0l2— (13

be hereby designated successor referee to report in this case
to act in the same capacity and with the same powers as
directed in the original order appointing a referee in this
matter to hear and take evidence on the factual issues raised
by the said objections and report thereon with all convenient
speed and it is further

ORDERED, that the aforesaid referee shall conduct all
hearings at the place of business of the Superintendent of
Insurance, as Liquidator, namely 123 William Street, Borough of
Manhattan, City and State of New York.

n 0 4/"4: ENTER,
e .
Phoe, :r:trhfy thet the fore ?5. -
Meraoy, 5 e cony of the ; : ’%‘f A
- Filed i officy i ) \ -
r deyor
Ty
\ /’ 7:2(2 ‘ J. 8. C.
Es v/
unty Clerg
Supreme Coln:d Chrk of the -2=-
" ¥,
FEE . OrfIciay m:'l Couusy

e e —— L



At TAS Part 27, of the Supreme
Court of the State of New York,
County of New York, at the Court~

¥ housa, 60 Cantre Street, in the

' Borough of Manhattan, City and

I State of New York, on the 4 !

! day of December, 198¢€. ‘

1

l

CPRESENT:

HON. IRA y. GAMMERMAN

1 JUSTICE.
— - =y - . - Tam .. -~ - - - - - - ] —— - - -x
- . ’ R . R
i the Hartez of Pndux do. 41292722855
cae Licaldez.on of ORD £ i

GHAION Lilelr  PY IRSULANCO COMPANY
JF Boe! YURe.

Ahds . COXCIRAN, Superintendent of Insurance of the State
Gi Qe Yok, «% Livuidator of UNXOW INDuF ITY 1s8URANZL COMPANY OF
Hald Lo, LaVing cuay moved chls Couri Jor an order approving and

confirming hie recounvendations for tha divailowance in full of the,

Cclalils &t set Lortn ia the achedula annexed to whe ucdar to Show

Causa datea the 29th day of October. 1986, and said wmotion having

duly coma on to be ‘.~ar? on the 2nd day of Decembar, i965;

NOW, upon reading and filing :tle O:4sr Lo sLow Ceuse glant
Oy Loa. Tasa b, GAMGIMAN On the Z¥tn day of October, 1986, the
petition of JAkeEg P. COECORAN, bLuicriniescant of Insurance of the
State of New Yorx, as Liduidetor of MGl TMDSPNIUY vRLOMANCT

COMPANY OF NEW YORK, duly verifiec Lo cuvic de, of uctocex, .0 %

-]~



- and tha schadule thereto annexed with proof of service in support -

|

thareof, and upon reading the objections filed by the ¢laimants

hereinafter set forth; and after hearing WILLIAM F. JERROME,

< attorney for the Superintendant of Insuranse of the State of New

; York, as Liquidator of UNION INDZMNITY INSURANCE COMPANY OF N&EW

i YORK, in support of said motion, and due deliberation having been

~ had thereon, and upon filing the opinion of this Court:

NOW, on motion of WILLIAM F,. JEROME, attorney for JAMES P.
CORCORAN, muperintendant of Insurance of tha stete of Hew York,
as Liquidator 2f UNION INDEMNITY INSURANCE COMPANY CF NaW YORK,

it 1=

ORLZJZU, tihat the wotion and petition to arprove and con-
firm the recou:ndations of tha Superinteniant of Insurance of the
State of lew York, as Liquidator of UNILAN INDPMNIEY INGURANCE

COMPANY OF IEW YORK are grantad, except as hereinafter provided;

.and it is furtier

ORDZkEU, that the recomsendations nmade by the Superinten-
dent of Insuranca, as Liquidator, as set forth in the motion and
petition regarding the disallowance of claims against the company
in liguidation, to which no objections have been filed are
approved and confirmed, except as hereinafter provided; and it

is further

ORDSRSD, that the objections filed to the Liguidator's

mwotion and patition by the followlrn; leiwint:z i3 the within pro-

-2



- ceeding which has not been settlad or compromised aa set forth

' the claimants, the day, hour and place of hearing, shall be sent

in Exhibit *A" attached, arsa referred to the Hon. kLﬁpmivp,kaimJ

750 oo op the Bominoid ik ey 10015

keferee to near and take evidence on the factual iseues railsed
oy the said objections and report thereon with all convenient

spead; and it is further

ORDBRED, that the fee of said Referee shall he sat by the

Ccourt; and ic is furthaer

Ofusiiid, that the aforegaid Refares shall conduot all hear-
ings at the plage of Dusiasss of the Sugerintendent of Insurance,
av Lijuidator, namely, 123 William Street, Borough or manhattan,
ity and State of Jew York; and it is further

ORDEALY, that at least five (5) days before objections shall

be brought on for a hearing by the Liquidator bafore the said {

Referze, a notice thereof, in writing, setting forth the name of

»y mall by the Liguidator to tha objectants at the objeqsant'a

addresses as get forth in said objections; and it is further

ORDERED, that the Referee hereinabove designated to hear
and report to toe Court upon objecticons filed herein, shall take
evidenc. un.t ;jsport to the Court a3 to any and all affirmative
claims of the Superintendent of Insurance, as Liyuidator, against
such objactants to thes and that all olaims directly against the

Company, in liquidation, may be adjudicated in this proceeding;

-3



! and it is further

' from this order of reference and they shall thsreupon be dcamed
confirmed as allowed as agreed upon without further order and
without the necessity of any repurt whalsvever on the part of the
Liquidatoxr or che Referee; and it is further

QDL RES ,

that any other objections to Jdisallowed claims as against Lha

liguidated
but becama
;o annexed to
. claimante,

' designated

Company which have not been made a partv of this urder,
known subsegquent to the Jdate hersof, shall be deewmed
the foot of this Order upon appropriate notice to

and said objectious shall be refarrced to the Referce

herein to hear and report in the manner aforesaid.

P

[s]

Z,

N

~\

o~

[+

|28

w
.

of Insurance, as Liquidator, upon satisfactory proof to him, that
'any claims on which objections have veen filed to his reports

. should be compromised, settled or adjusted, the Liquidator, on
agraeement with the claimant, may compromise, settle or adjust

said claime, and such settled claims shall be deemed withdrawn

subject to the further referxanc: - tha Court,

ORDERED, that whenever it shall appsar to tha Superintendent!

|



EAHIBIT "A"

g Name of Claimant
| Attorney, if any
i Company Claim MNumber
' Liguidator's Claim Number

{| Bugene Semel

! ¢fo John Gutman, Esq.

4009 Fifth Avenus

. Brooklyn, NY 11232

y C. Cl, $#115~45826 U-vEi-6 MF

' Jarusalem Caterers, Inc.
c/o Edward T. Longo
115-89 A Lefferts 3lvd.
South Ozone Park, NY 11420
Co. Cl. #115-40126 U-PIRE~ZQ MP

Glam Realty, Inc. & Vehicle isroxexage, Inc.

¢/o Braveraan & Rost, £sqs.

1205 Franklia Avonue

Garden City, HY 213530

Co. Cl. #115~-435814 U-VAN-1Z XP

Seacreat Trading JCo,, Inc.

o/oc Weg & Myers, 1’.C.

52 Duane EBtreet

New York, NY 14007

Co. Cl. #115-45614 U-FIRE-~8]l ¥

‘« Maken Industrias
¢/o Joseph Aronauer, Eadq.
;i 445 Paxk Avenua
' New York, NY 10167
Co. Cl. $#115-30755 U-GL~109



Index No.: 41292/85

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

In the Matter of
the Liquidation of

UNION INDEMNITY INSURANCE COMPANY OF NEW YORK

ORDER TO SHOW CAUSE
AND VERIFIED PETITION WITH EXHIBITS

Andrew J. Lorin

Attorney for Superintendent of Insurance as Liquidator
Office and Post Office Address, Telephone
New York Liquidation Bureau

123 William Street — 2™ Floor
New York, NY 10038-3889
(212) 341-6755

ATTORNEY CERTIFICATION
The undersigned, an attorney admitted to practice in the courts of New York State, certifies that, upon information, belief and
reasonable inquiry, the contentions in the above referenced document(s) are r?(rivoious.

Dated:  New York, New York (

el f‘/." o
October 11, 2007 - Y 7 Z 2
ctober 11, bit/ (;/Z ’jjﬁd&’ﬂ'::%é
JACK A. FRANCESCHETTI

[ 1 NOTICE OF ENTRY '.i:
that the within is a (certified) true copy of a
duly entered in the office of the clerk of the within named court on 200
[ I1NOTICE OF SETTLEMENT
that an order of which the within is a true copy will be presented for
settlement to the HON. one of the judges of the within named court, at

,on 200 al . M.
Dated:

Yours, etc.

Andrew J. Lorin

Attorney for Superintendent of Insurance as Liquidator
Office and Post Office Address, Telephone
New York Liquidation Bureau

123 William Street — 2™ Floor
New York, NY 10038-3889
(212) 341-6755

To

Attorney(s) for



