¥ THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Thane Koken, [nsurence

Commizgioner of the C:-mmmw,rm
of Peonsylvania, :
Plaintiff
v, . No. 183 M.D. 2002
Legion Insurance Company, :
Defendant
ORDER OF LIQUIDATION

AND NOW, this 25th day of July, 2003, upon consideration of the
Petition for Liguidation of Legion Insurance Company (Tn Rehebilitarion) (Legion)
ﬁhhdb}thDim:EnhminsumanmmminmrnfﬂmCmﬂﬂ:ﬂf
Fﬂmsg.rlvs-mia, on August 8, 2002, and amended on October 18, 2002, which
Petition was contested and resolved in this Conrt’s Opinion and Order of Jone 26,
2003, it iz herchy ORDERET that:

L. Legion is declared ingolvent and ordered 1o be LIQUIDATED
pursuent to Article V of The Tnsurance Department Act of 1921, Act of May 17,
1921, P.L. 789, oy amended, 40 P 5. §§221.1 - 221,63 (Articls V).

2. The Rehabilitation Order of March 28, 2002, is  hereby
TERMINATED, effective 12:00 am., Tuly 28, 2003.

3. This Liguidation Order is EFFECTIVE 12:0] zm., Juby 28,



4. Insurance Commissioner M. Diane Koken, her sucocssor in
office, if any, is herehy APPOINTED Statmory Liguidator of Legion and directed
te take posscssion of Legion’s property, business and affuirs in accordance with
Article V.

3. The Liquidator is hercby VESTED with all the powers, rights,
and duties amthorized under Article V and other applicable stannte and regulation.

8. The Opinion and Order of June 26, 2003 entered in this
proceeding is herchy INCORPORATED into snd made 2 par of this Order af
Liguidation

5 TATE

7. The Liquidetor is vested with title to all property, =ssets,
comracts and ﬂgﬁm of actions (“essets™) of Legion of whatever paturs and
wherever located, beld as of the date of fling of the Petition for Liguidetion. All
azzels of Leglon are hereby found to be in custodia Jegis of this Court and this
Court asserts jmim;.liptim s follows: (2} ix ren huisdicion over all assets of
Legion wherever they may be located ard regardless of whether they are held in
the name of Legion or in any other name; (b) exclusive jurisdiction over all
determinetions as to whether assets belong to Lesion ar to another pany; {c)
exclusive jurisdiction over ll determiration of the validity and amount of claims
againet Lagion; and (d) exclusive jurisdicton over the determination of the priority
of all clarms agsinst Legion,

8.  The filmg of this Order with the Cletk of the Commonwesalth
Court or with the Recorder of Desds of the county in which Legion's principal



office or place of business is located (Philadelphia County), shall impart the same
notics as is imparted by any deed, bill of sale or other evidence of title duly filed or
recorded with tha! Recorder of Desds.

#. The Liguidator is directed to take possession of ail assets tha
are the property of Legion,

10. The Liguidator is directed to contimue tclephone, data-
processing, water, electric, sewage, garbage, delivery, trash removal and utility
services needed by the estate of Legion by establishing a newr sccount for the
Liguidator ag of the date of this Order.,

11.  Legion's directom, officers and emmployees, to the extent the
following ohligations have not been satisfied in the course of Legion's
rehabiitation, shall: () surrender peaceshly o the Lignidator the premisss where
Legion conducts its business; (b} deliver all keys or access codes thereto and to any
sale deposit boxes; (o) advise the Liguidator of the combinations or access codes of
any saft or safekeeping devices of Legion or any pessword or anthorization code
or access code required for aocess to data processing equipment; and (d) deliver
ard gurreader peaceahly to the Limuidaror all the sesets, books, records, files, credit
cards, and other property of Legion in their possession or control, wherever
laeated, and otherwise advise and ecoperate with the Ligquidator in identifiing and
Inzating any of the foregoing.

2. Legien's directors, officers and emplovees are enjoined Som
laking any action, without approval of the Tiguidator, 1o transact further besiness
on beliall of Legion. They are farther enjoined from taking any action that would



waste the assets of Legion or would interfers with the Liquidator’s efforts to wind
up the affmirs of Legion.

13,  Execepr as otherwise provided ic this Order, cxecutory contracs
to which Legion it a party to as of the date of this Order may be affirmed or
disavowed by the Liquidator within one year of the date of this Order,

CANCELT

14, All policies or contrects of insurance issuad by Legion, whether
issued in this Commonwealth or elsewhers, in effect on the effective date of this
Order, are hereby cancelled aud terminated for all purposes thisty (30) days from
the effecrive date of this Order. All Legion policies and contrects of insurance,
shall continge in force until one of the following events takes place, whichever
occurs first: () the cancellation of the policy thirty {30) days from the effective
date of this Order by reason of this Order, (b) the normal expiration or terminstion
of the policy or contract; (¢) the replacement of insurance coverage provided by
Legion with egquivalent insurance with another insarer or () the transfier of the
policy obligation by the Liguidator pursuant to Section 523(8) of Article V, 40 B8,
§221.23(8).

WORKERS COMPENSATION AND ACCTDENT WEALTH CLAIMS

15. The Lignidator shall make amenpements for the contioued
peyment of the claims anising under policics of workers compensation and under
policies providing accident and health benefits by making Legion's facilities,
computer systetos, books records and third party administrators (1o the exten:
poaaible) available w any puaranny associstion and to states and state officials
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bolding stamtory deposits for the benefit of such workers compensation and
acciduat and health claimants, For a period ool 1o exceed pinsty (90) days from
the effective date of thiz Order, the Liquidater is authorized to advance funds for
the payment of these claims from e estate of Legion, and such advances will he
deemed to b made in accordance with Section 536(a) of Article V, 40 P&
§221.536(a). Thereafter, no disbursements shall be made to guaranty associations
except In accordance with Section 536 of Articls V, 40 P.S. §221 36,

PROOF OF CLATM FILING
16, Al claims against the estate of Legion, logefier With proper
proof thereof, shall be filed on or hefore fune 30, 2005, No person shall panicipate
in any distribation of the assets of Legion unless his, her or its claim has been filed
with the Liguidator in accordance with the time limit established by the Liquidator,
subject to the provisions for the late filing of claims pursuant to Section 537 of
Article V. 40 P.5. §221.37.

_ 17, Mo jedgment or order againgt Legion or its insureds entercd
after the date of filing of the Petition for Liguidation, and no judgment or arder
agairst Legion entered at any time by defaclt or by collesion, will be considered as
evidence of lLisbility or quantom of damages by the Liguidstor in evahiating 4
claim against the estate of Legion.

18.  In additfon to the notice requirements of Section 524 of Amicle
W, 40 P.5, §221.34, the Liquidator shall publish potce in sewspapers of general
circalarion, whers Legion has its princips] places of business, and in the national
edition of the Wall Streat Jeurmal, that: (a) specifies the laet day for the filing of
claims; (b} explaing the procedure by which claims may ke sobmibed to the
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Liquidarer; (¢) provides the address of the Liquidstor®s office for the submission of
claims; and (d) notfies the public of the dght to present a claim, or claims, to the

i%  Within thirty (30) days of giving notice of the event of
Lguidation, as set furth in Secton 524 of Amicle ¥, 40 P.S. §221.34, and of the
procedures for fling claims against the estate of Legion, the Liquidator shall file a
compliance report with the Court noting, in reasonable detail, the date that and
manner by which these notices were given.

DIRECT ACCESS TO REINSURANCE
20, Policyholders asserting a right to procesds of & reinsurance
agreemeat, w which Legion was a party, shall pursue that tight by filing 2 petition
w inervens with thizs Court for a delermination of whether the reinsurance
amoumts owed are general assets of the estate of Legion or assess of the
policyhnlder imtervenor. Where policybolder intervenors establish 3 right to direst
access o reinsurance procesds, Legion’s responsibility for the handling of the
policyholder intervenor’s claims, if any, terminates, and the policyholder
tervenor is vested with exclusive control of claims handling, all claim filss and
claim-related records. Fusther, policyholder intervenors may not recover from the
esate of Legion for a clegim o the cxtent it is covered by a reinsirance agreement
to which the right of direct sccess has been established, The petition to intervens
shall not, without farther order 6f this Court, serve as the procedure for resnlving
disputes a3 to the smeunts owed by & reingurer or other terms and conditions of the
reigsurance sgreement  Upon good cause shown, such other relief as the Court
deems appropriate may be granted the policybolder intervenor,

=



ADMINISTRATIVE EXPENSES
2l.  The Liguidator shall pay as costs and expenses of
administration pursuant to Section 544 of Article V, 40 P.S. §231.44, the actual,
munmb]&amdnmarymmufprmﬁngmmwﬁngthumgfLmim
and 1he costs of goods or services provided to and spproved by the Rehabilitator or
by this Court during the perisd of Legion’s rehabilitation and thar are unpaid a5 of
the date of this Order.

22, Distribution of the assets of Legion in payment of the costs and
eapenses of estate administration including, but not limited to, compensation for
scrvices of employees and professional copsultants, such ag artormeys, actuaries
mnd accountants, and expenses of 2 guaranty association in handling claims, shall
bc made under the direction and approval of the Court  This includes
mimhmum:mﬂ::rmnsshmﬁarummmpmmmﬁ:rﬂpmmithﬂ
incurmed fn compensating professional consaltants, attomeys &nd other persons it
bas cagaged on behalf of Legion for the preservation of its assets, Within thirty
(50) days of the effective date of this Order, the Liguidator shall submit ta the
Ema;mﬁmwﬁmﬁmmhmmmﬂmmw‘sm?ﬂaf
mzmmﬂﬁmmmnfadmhimaﬁmumwﬂhmdm

STAY OF LITTGATION
23. Uniess the Liquidator comsents thereto in writing, no action at
law or in equily, incloding, but net limited to, an arbitration or mediztion, the filing
of any judgment, anachmest, pernishment, lien or levy of cxecution process
ﬂgﬁnﬂhﬁnumimmmshﬂlbcbrwgbtagmhﬂlmmthz Liguidator,
whither in this Commonwealth or elseshere, nor shall any such existing action be



maintained or further prosecuted after the effective date of this Order,  All ahove-
chumerated sctions cumently pending against Legion in the cowrts of the
Commonwealth of Pennsylvania or elsewhere are hereby stayed: relief sought in
these acriong shall be pursued by filing & proof of clalm againet the sstate of
Legion pursuagt to Section 538 of Amdcle V, 40 P.3. §221.38.

24.  Unless otherwise dgreed to by the Liguidator ar by the ralevant
puasanty assoctation, all actions in which Legion is or may be obligated to defend 2
party in any court of law are slayed to the extent provided by spplicables law,
subject o firther order of the Court. The Liquidator may cooperate, upon mequest
of @ guanaty association, in scekdng a sz2y of any actlon. Failure to bonor the stay
may result in sanetions, ineluding the subordination of a claims to 2] ocher claims iz
the same clags.

CORRESPONDENCE
25, Correspomdence to the Liguidator (as oppasad 1o counss] to the
Liguidaror) shall be directed as follows: Statutory Liguidator, Legion Insurance
Compagy (In Ligdaton), One Logan Squiere, Suite 1400, Philadelphia, PA

19103,
MARY ﬁ%gﬁﬂ LEAVITT, Judgs




