IN THE GIRCUIT COURT OF
MONTGOMERY COUNTY, ALABAMA

STATE OF ALABAMA, ex rel. WALTER A.

- BELL, as COMMISSIONER OF

INSURANCE, and DENISE B. AZAR, as
CHIEF OF THE RECEIVERSHIP DIVISION
OF THE ALABAMA DEPARTMENT OF.
INSURANCE, :

v, Case No. CV-2004-0278-EWR -

PINNACLE CASUALTY ASSURANCE

. CORPORATION,

)

)

)

)

)

)

)

Plaintiffs, )
. _ , SR
)

)

)

)

)

)

Detendant,

ORDER TERMINATING REHABILITATION PROCEEDINGS
AND ORDER OF LIQUIDATION

This matter came before the Court on apphcatlon of Denlse Azar Recewer of

Pinnacle Casuaity Assurance Corporatnon (heremafter referred to as- "PCAC") for

authonzatlon to termlnate the rehablhtataon proceedmgs of PCAC and for an Order of
Liquidation pursuant to Ala Code §27-32-7 (1975) The Court has prewous[y held an
ewdentlary hearmg regardmg the status of the Recervershlp, has further taken mto

* consideration the representatlon of the Recerver in the Liquidation Petltion regardmg the ,

status of ongomg matters and has held a hearlng regarding the petitton for hqundation

Based upon the foregomg, the Court hereby finds that |t isin the best mterest of PCACand .

- jts pohcyholders and creditors that rehablhtatlon proceedmgs be termmated and that -

o PCAC be placed in Irqwdatlon subject to the terms and condxtlons contalned here;n

NOW THEREFORE lt is ORDERED ADJUDGED and DECREED as fo]lows
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1, The Receiver's Petition to Terminate the Rehabilitation Prooeedings and for

" Order of Liquidation for PCAC is he'reby GRANTED.

2. " Asof February 2, 2004, PCAC was insolvent and remained insélvent as of .
May 20086, as determined by this Court. (See Order dated June 7, 2006). Efforts to
rehabi[itate PCAC have not successfully cured the insolvency. That 'is, PCAC remains in
such ﬁn'anoiai condition that'the oo.ntinoation of its'rehabilitation and the fl.rrthertransacti_on
of its business thereunder would be useless pursuant to Ala. Code §27-32~1 1(1 975) |

3. As Receiver, Demse Azaris hereby dlrected to liquidate PCAC in accordance

_ w:th Ala, Code §27-32-12 et seg (19785), and to take suoh action as the nature of the

cause and the interests of the policyholders; creditors and the publlc may require, As
Receiver, Denlse Azar is further authonzed to continue to employ such legal counsal,

accountants appraisers, experts clerks and assistants of her own choosing pursuant to

Ala Code §27 32 15(f) (1975)forthe c:ontlnuatron of operatmg the business and oollectmg o

debts owed the busmess 8s long as necessary
4. As Receiver, Denree Azar will maintain title and possessron to'all property,

assets contracts and rrghts of actton of PCAC wherever Iocated whether tangrble or

' mtangrble mcludlng, w:thout limitation, all stock equrtysecuntles partnership rnterests or

.other ownershlp mterests of any klnd in any other corporatlon parthership (llmlted or

otherwlse) trust or other- entlty which is beneﬂctally or Iegally owned or held by or

,' attnbutable te PCAC, as prewously dlreoted in paragraph 5 of the Rehab[lltat:on Order.

' 5.' “As Recerver Denlse Azar is further authonzed to continue to lnstttute and

'-prosecute in the name of PCAC orin her own name as Reoelver any and all surts or other '

legal prooeedmgs defend su1ts in whlch PCAC is'a party, in this State. or elsewhere A'
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whether or not s.u'c:h suits are pending as of the date of this Order; abandon.the

prosecution or defense of such suits, legal prooeedings. or claims where to do so would
be in the best interest of the policyholders and creditors of PCAC; prosecute any action

which may exist on behalf of the polioyhotders and creditors of PCAC against_ any person,

co.ntrolling parties of PCAC,'partnership, corporation or other entity, and apply on herown -

. behalf, o have any default or 'de‘fadlt judgment set aside and to defend on the merits -and

assert all defenses available to PCAC as again'st third parties.

6. To the extent not yet accomplished, all directors, officers and managers of

PCAC, if any, are hereby ‘discharged and removed, and all authority of such directors, :
officers and managers is revoked, except.as such p'ersons may be appointed or -
' reappo'inted by the Reoeive'r in her sole disoretion after entry of this Order.
7. If not ecoomphshed in response to the Rehabilitation Order all. banks .

. brokerage houses, or other companres Or persons havrng intheir possessron assets which

are, or may be the property of PCAC, are hereby ordered to dellver the possession of the

same |mmed1ately to the Recewer and are further ordered not to drsburse the same

wrthout the written consent of, or unless drreoted in wntrng by, the, Recewer Suoh persons

. and entrtres and all other persons and entrtles are further en)omed from d:sposmg of or

- _ result of pollores sold other than what is contmued to be owed from ongomg rernsurenoe :

_‘ destroying any records pertaining to any busrness transactions between PCAC and banks

‘ .'ha\nng in therr possessmn assets whlch are or were the property of PCAC
8 ' PCAC stopped selllng lnsurance polrcres by December‘t 200‘1 therefore the _

‘ Reoerver is unaware of any premlums owed to PCAC or any funds owed to PCAC as) the ,

3- :

_'brokerage houses o other persons or companies having done busrness wrth PCAC, or ‘
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agreemente due as a result of claims made by PCAC insureds. However, if tne ReceiVer
_becomes aware of any premium or other fees owed, all agents. brokers or other persons
having soid ooiicies of Insurance and/or collected premiums on oehelf of PCAQ:shall', ar
the reqoeet of the Receiver, provide -an accounting and-shall pay to the Receiver all
unearned premiums and com'rnissions owed to PCAC as a result of policies sold.

9. Denise Azar, as Receiver of'PCA_C, hereby maintains all of the duties, rights;
powers, | o'blige'tions immunities and acthority plac'ed upon the Commissioner of lnsurance
by Ala Code §27 -32-15 (19'{5) and other pertlnent sections of the Alabama lnsurence
Code now or heremafter amended, as prowded in Ala Code §27 -2-55 (1975) as vested
in her by the Rehebrhtatlon Order. | ' |

10.  Each data processing service or.other entity that has custody or control of

" any data- processmg mformatlon and records including but not limited to, source

documents, data processmg cards, 1nput tapes all types of storage lnformatlon master -

. 'tapes or any other recorded lnformatlon relating fo PCAC or-any subsndaary, shall transfer- '

' custody and .control of such records to the Receiver upon demand if not accomplished as

a resuit of the Rehab|[|tatlon Order

1 1 Al contracts treaties and agreements ofi reinsurance wherern PCAC wasthe e

: assurrung or retrocessronal reinsurer, if not prewously ended, are canceled on a “cut- off”

“basis, such canceliahons to be effective upon the entry of thrs Order AII other treatles

contracts and agreements of remsurence whereln PCAC is the oedlng company, shai] B

remain In fuli force and effect pendlng a determmetlon and recommendat:on by the

Recelver as to when and upon whet terms oancellatlon i epproprlete




1;‘2. Except'for contracts of reins'u rance lnsurence and to the extent any still exist,
all contracts, executory or otherwise, to which PCAC was'a party, including all agents
: contracts general agents contracts, brokers oontraots retirement agreements or |
.othelwise, are hereby canceled unless Spele]GaHy adopted by the Recelver within thirty
days after the date of this Order. Any cancellation under this provision shall not be treated
.as an anticipatory breach of such contracts. Persons and entlties suffering reallclamages
orloss as a result of said lcontr'act cancellations shall retain the right to file claim(s) with the '
Receiver whioh claim{s)shall be, if proven, allowed in partor dlsallowed‘in aocordanoe.with‘
the Alabama L.lqurdatlon Aot Ala. Code §27 -32-1 et-seq. (1 975) the Uniform lnsurers.
qumdation Act, Ala, Code Cocle §27 ~32-22 _e_t_s_e_g_ (1 875), and other applicable laws of the State
of Alabama. |

| 13. To the extent relevant: the Receiver‘ of PCAC shall give such' notioe to all -
- polonholders of PCAC which is reesonebly' calculated to make them aware of the' ‘
cancellation of thelr insurance coverage w1th PCAC at the aforementloned time. Such»
. notice may be to the policyholder at htslher last known adtiress where avallable but |f
. sufl'" clent mformatlon for notifi catlon by fi rst—class mall in this manneris not avallable notlce B
of publlcation in'a newspaper of general olrouletlon in the state where the pohoyholder
re5|des shall be sufficient. '

T 14 ln accordance wrth Ala Code §§27-32-12 and 27-32- 31 et al., the Reoelver‘ :

' : of PCAC shall glve not|ce to all persons (pohcyholders and creditors) who. may have olaims

agalnst PCAC to present sald ola[ms to the domlolllary or any anolllary recelver of PCAC
: orthe approprlate property and casualty lnsurance GuarantyAssoolatlon ofthe state where
the polloyholder or_oredltor resndes_,— or where the property from which the claim-arises rs'

5




permanently located. Sucn' claims against PCAC must be postmarked ho later than &517//6‘7

15.  In accordance with the purpose and intent of Ala. Code §27-42-10(b)‘ etal,

the Receiver of PCAC shall glve notice of the aforementtoned place and deadline for the
filing of claims to all policyholders and creditors’ by first-class mall at their last- known
address, where avaiiable, but if sutﬁcient information tor notification by ﬁrst-ciass mail is |
not avallable the Receiver shall glve notice by publlcatlon in a newspaper of general _
clrcutatlon in those states where PCAC s licensed, and by any other method reasonably
calculated to give actual notice to the policyholders and creditors of PCAC.

1 .6‘. .The Receiver shall have drafted and printed appropriate proof of claim fortns
to be .used by policyholders an'd creditors fil ino claims against PCAC. Claim fonns used
by any ancillary recelver of PCAC or any guaranty asso'ciation of an.other state shall also
be acceptable for use in the clalms filing: process

.17, The Recsiver is dlrected as of the date of thts Order 1o d:scontmue the
defense of su:ts and other Iega[ proceedmgs ln this state and elsewhere in which PCAC
tnsureds are parties or PCAC isa named party on behalf of the lnsured as in states ha\nng '
, drrect actions statutes :ncludmg those suits and !egat proceedlngs undertaken prior to the
date ‘of this Order To the extent that the duty to provrde a defense to such smts or
proceedmgs is covered under a policy of insurance issued by PCAC and that costs of such |
defense are not cevered nor defense assured by a guaranty assomatton the insured may' .
'make a clalm for the costs and expenses mcurred |n the defense of such SUltS

18. . Based on the foregomg, al attorneys emptoyed by PCAC as of thts date' |

'shaI[ within th‘lrty (30) days after notlce of thIS Order report to the Recerver W|th reSpect T




to the name, company, claim number arrd status of each file th'ey- are handling on behalf
of PCAC Said report shall a!so include an srccounting of ény funds received from or on
behalf of PCAC The services of all attorneys descrlbed herein are hereby dlscharged
unless otherwise directed through written notice from the Receiver.

18, . The’ Receiver shall be and is hereby authorized to pay all ro‘utine.
adminrétratiiré expenses incurred by the Roceivor upon prior opprOVaI of the Court when
these expenses are certiﬁed as reasonable and necessary to the Court by the Receiver.

20. The Recsiver is furthor granted the authority to dissolve the co.rporateb :
existence of PCACIn accordanoe wi'rh the provisions of Ala. Code §2'7-32-12(b) (1975) at
such time as she deems appropriate. |

: 21, The'Receiver will make a written réport to the Court by doourhénting the
.progress being made in carryrng out the mandates of this Order and any recommendatrons
which the Recewer feels are in the best interests of the poilcyholders and creditors of ]
- PCAC. | |
| 22. The injuhctivo p‘royis'ions -contained .in this Cou.r'.t'é _Cons'e-nt‘ ‘Order of
. Reha-bilit'atlon Temporurleestraining Order,. Préliminéry Injunctiorr and Othor Relréf are'.
- contaned in effect untrl further order of this Court moludmg paragraph: 4(D) of said Order
whrch prowdes that all persons are restramed and enjolned from |
Commencmg or. further prosecutmg any actlon inlaw or
. equity or administrative proceedings ‘except in this Court oo
. Obtaining any preferences, judgments, attachments, or other -
. liens against any of the: property, -personal or real,. of .
Defendant Plnnacle commencing or continuing any action in‘
*_ thénature of an attachment, garnishment or execution against -

any-of the property, personal or-real; of Defendant Pinnacle; : :
-maklng any levy, garnlshment or execution agamst any of the o
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property, persohal or real, of Defendant Pinnacle or its assets
or any part thereof except in this Court.

23. To the extent not enjoined by the above provision, any legal préceeding

| involving a PCAC lnsured as a defendant is further en;omed and all courts are directed tol

stay said proceedmg pursuant to Ala. Code §27—42—18 for at least six (8) months or
othervvlse ordered. | o

24. The Court mgintains'jurisdiction of this -cause fér such other orders on the

premises and rnattars" pertaining fo this parﬁcular ox;der'or-this cause i..n_general 'és it may

ﬁnd necessary, appropriate or desirableto make from_ timeto tifne én_d resérv_esjﬁ.risdiction

generally of this cause.

ENTERED this Z z day of M‘/ -+ 20086.

Eugene VW/Reese
_ Circuit Judge




