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KAMALA HARRIS
Attorney General of California -
W. DEAN FREEMAN '
Supervising Deputy Attorney General
FELIX E. LEATHERWOOD
Supervising Deputy Attorney General
MARLA K. MARKMAN State Bar No. 77300
Deputy Attorney General :
300 South Spring Street, Suite 1702
Los Angeles, CA 90013
Telephone: (213) 897-2491
Fax: (213) 897-5775
Attorneys for Applicant

URIGINAL FiLEL
APR 11 2011
., LOS ANGE| £5

=DIND par -

Insurance Commissioner of the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF LOS ANGELES

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

V'

PAULA INSURANCE COMPANY,

Respondent.

Case No. BS075685

NOTICE OF MOTION;

MOTION TO REOPEN PROCEEDINGS
FOR LIMITED PURPOSE AND MOTION
FOR ORDER APPROVING
DISTRIBUTION OF SURPLUS RESERVES
TO APPROVED CLASS 2 INSURANCE
GUARANTY ASSOCIATION
CLAIMANTS; MEMORANDUM OF
POINTS AND AUTHORITIES; AND
DECLARATIONS OF EDWARD HAHN
AND SCOTT PEARCE IN SUPPORT
THEREOF

Date: May 5, 2011
Time: 9:30 a.m.

Dept: 85

Judge: James Chalfant

TO ALL PERSONS AND ENTITIES WHO HAVE APPEARED AND ASSERTED AN

INTEREST IN THE ESTA’IE OF PAULA TNS_URANCE COMPANY IN LIQUIDATION:

PLEASE TAKE NOTICE that on May 5, 2011, at 9:30 a.m. in Department 85 of the Los

Angeles Superior Court, located at 111 North Hi

11 Street, Los Angeles, California, 96012; the
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Insurance Commissioner of the State of California will apply to the Court for a Motion (1) To -
Reopen Proceedings for a Limited Purposé and (2) For an Order Approving Distribution of
Surplus Reserves to Approved Class 2 Insurance Guaranty Association Claimants.

The motions are based upon this Notice of Motion, the Motion to Reépen Proceedings for
Limited Purpose and Motion for Order Approving Distribution of Surplus Reserves to Approved
Class 2 Insurance Guaranty Association Claimaﬁts attached herefo, the Memorandum of Pqints

and Authorities, Declaration of Scott Pearce and Declaration of Edward Hahn in Support Thereof,

all papers and pleadings on file in the above numbered case and such other and further evidence

as is permitted and requested by the Court at time of hearing,

Dated: MarchZf 2011 KAMALA HARRIS
Attorney General of California
W. DEAN FREEMAN
Supervising Deputy Attorney General
FELIX E. LEATHERWOOD
Supervising Deputy Attorney General

Wl Y Yore L—

- MARLA K. MARKMAN
Deputy Attorney General
Attorneys for Applicant
Insurance Commissioner

of the State of California
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MOTION TO REOPEN PROCEEDINGS FOR LIMITED PURPOSE AND
MOTION FOR ORDER APPROVING DISTRIBUTION OF SURPLUS
RESERVES TO APPROVED CLASS 2 INSURANCE GUARANTY
- ASSOCIATION CLAIMANTS '

FACTUAL BACKGROUND

1. .Respondent Paula Insurance Company (“Paula’f) was a corporation duly organized and
extsting under and by virtue of the laws of the State of California. Under a Certificate of
Authority issued by the Insurance Commissioner in his regulatory capacity, Paula was authorized
to transact the business of disability, liability, and workers’ compensation insurance.

2. On April 26, 2002, upon the Insurance Commiseioner’s application, this Court
appointed the Insurance Commissioner as Conservator of Paula. (Declaration of Scott Pearce
‘“Pearce Decl,” Ex. A.)

3. On June 21, 2002, upon the Insurance Commissioner’s application, this Court
terminated the Insurance Commisstoner’s appointment as Cohservator and appointed the
Insurance'Comrrﬁssioner as Liquidator (hereinafter “Liquidator” or “Commissioner;’). (Pearee
Decl. Ex. B.)

4. Qver the course of the next six years, the Liquidater monetized.Paula’s assets;
terminated real estate and equipment leases; disposed_ of fumiture_, ﬁxtures, and equipmertt;
released funds to the insurance guaranty associations (hereinafter “IGA”) that made claims
payments to Paula’s policyholders; and made an interim pro rata distribution of assets to

approved Class 2 claimants. (Pearce Decl. pg. 2,9 7.)

5. On September 5, 2008, tlpon the Liquidator’s application, this Court entered an Order

'(1) Settling and Approving the Final Report and Account of the Liquidator of Paula Insurance

Company; (2) Authorizing Disbursement of Funds; (3) Approving Payment of Expenses; (4)
3
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Terminating Liquidation Proceeding and Discharging Insurance Commissioner as Liquidator;
(hereinafter “Order”). (Pearce Decl. Ex. C.)
6. On October 20, 2009, the Liquidator filed with this Court the Declaration of Scott

Pearce Confirming Distribution of Assets Pursuant to Court Order and Closing the Estate of Paula
Insurance Company. Pursuant to this Court’s Order, the Liquidator distributed a total of
$256,369 to Class 2, non-IGA claiments; distributed a total of $52,719,493 to Class 2, IGA
claimants; reserved $700,96O for accrued tax liability; and reserved $574,941 for administrative
expenses over the next three years. (Pearce Decl. Ex. D.) |

- 7. On Octeber 22,2009, the Liquidator filed wfth this Court a Request for Dismissal of
the insurance liquidatioh proceedings. The dismissal was entered on October 22, 2009. (Pearce
Decl. Ex. E.)

BASIS FOR REOPENING PROCEEDINGS — SURPLUS RESERVES

8. The Commissioner has determined that the full amount previously reserved for
administrative expenses is not needed. As of October 31 ,. 2010, the Commissioner had $467,000
in the closing reserves. The Commissioner esﬁmates that he needs only approximately $257,568
in the elosing reserves for the period from November 1, 2010’through September 2011. The
amount of the revised closing reserves includes the eXpenses associated with reopening fhe
i)roceedings and making the distribution as requested herein.. Also included in the revised closing
reserves are the costs associated with the destruction of Paula’s records, which destruction is
scheduled to begin in September 2011 and which the Court previously aﬁthorized to begin three
years after the date of the Court’s Order of September 2008. (Pearce Decl. pg. 2,99 11 & 12.)

9. After subtracting the revised closing reserves, the Commissioner has approximafely ‘
$209,432 in surplus reserves to distribute to Class 2 claimants and therefore respectfully requests

this Court to reopen the Paula proceedings for the sole purpose of authorizing distribution of the
- 4
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surplus Teserves.

10. On a pro rata basis, the Class 2, IGA claimants would receive a total of $208,927 (two
hundred eight thousand nine hundred twenty-seven dollars) and the Class 2, non-IGA claimants
would receive a total of $505 (five hundred and five dollars). (Declar:dtion of Edward Hahn
“Hahn Decl.” pg. 1, I 5.)

11. The Conﬁnissioﬁer proposes to make a distribution only to Class 2, IGA claimants
bécause, unlike a distribution to Class 2 non-IGA claimants, the administrative expenses of
distributing 'fﬁnds to IGA claimeints is relatively small and cost efficient. The 'liquidator, as is his
practice, will simply gnake wire transfers to the IGA claimants. Once the wire transfers are

completed, there will be no further administrative expenses associated with the distribution.

(Hahn Decl. pg. 1, 7 6.)

12. A distribution to Class 2, non-IGA claimants, is an entirely different process. The
administrative expenses that would.have to be reserved for non-IGA claimants would be many
multiples of the actual amount digtn'buted. ‘While the liquidator would incur only minor expense
for the printing and mailing of the checks, there is significant expense involved in tracking thé
checks, answering inquiries, tracking retﬁrned mail, and réissuing checks, (if needed) ‘for. the non-
IGA claimants. At the end of the six months following the distribution, funds equivalent to any
uncashéd outstanding checks would need to be escheated to the-Cafifornia State Controller’s
Office or the state treasury department of the claimant’s last known address. The liquidator
would have to rese;rve an amount for administrative expenses such that the distribution to Class 2,‘
non-IGA claimants would not make economic sense. The liquidator would most probably incur
expenses of many thousands of dollars to distribute $505. (Hahn Decl. pg. 1,9 7.)

13. There are 452 Class 2, non-IGA claimants. If the Insurance Commissioner were to

distribute to Class 2, non-IGA claimants, they would receive the following amounts:
5
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1  claimant would receive §19.10
3 . claimants would receive $12.00 - $13.00
15  claimants would receive $5.00 - $10.00
112 claimants would receive $1.00 - $5.00

321  claimants would receive $0.01 - $1.00

As is evident, it would be wasteful of estate assets to incur expenses of thousands of dollars to

issue and track checks of such de minimis amounts. (Hahn Decl. pg. 2, 8 & 9.)
14. Accordingly, the Commissioner seeks the Court’s authorization for the Commissioner

to forgo a pro rata distribution to Class 2, non-IGA claimants. The funds that would otherwise bé

distributed to Class 2, non-IGA claimants - $505.00 - will be absorbed as part of the revised

| closing budget.

15. The list of Clags 2, IGA claimants and the amount each will receive from this surplus
distribution is> attached as Exhibit A td the Declaration of Edward Hahn.

WHEREFORE, the Insurance Commissioner prays for an order that:

1. Los Angeles Superior Court Case No. BS 075685, Insurance Commissioner of the
State of California v. Pa{JIa Insurance Company is reopened for the sole and limited purpose of
making a distribuﬁoﬁ of surplus reserves to Class 2, Insurance Guarantee Association claimants;.

2. The Insurance Commissioner is authorized to forgo the pro rata distribution to Class 2,
non-IGA claimants. |

3. The Insurance Commissioner is authorized to retain $257,568 as the revised closing
budget.

4, Los Angeles Superior Court Case No. BS 075685, Insurance Commissioner of the
State of California v. Paula Insurance Company, shall be immediately closed upon the |

éompletion of the distribution to Class 2, IGA claimants and the Insurance Commissioner is not
: 6
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required to ﬁie a declaration of compliance upon completion of the distribution to Class 2, IGA

claimants.

5. The Insurance Commissioner is authorized to destroy the records of Paula Insurance
Corripany per schédule, i.e., in September 2011, as originally ordered by this Court on September
5, 2008. |

6. If there are any assets remaining after the Insurance Comrﬁissioner has completed all
his closing tésks, e.g., destroying Paula’s records, such remainder shall be escheated to the
Departnient of Insurance in -aééordance with the procedure agreed to among the 'Department of
Insurance, the Liquidator, and the State Controller’s Ofﬁée. |

7. The Insurance Commissioner is authorized to take any action necessary to accomplish
the purpose of this Order.‘

Dated: MarchZ{ 2011 | KAMALA HARRIS
' .Attorney General of California
W. DEAN FREEMAN .
Supervising Deputy Attorney General

FELIX E. LEATHERWOOD
Supervising Deputy Attorney General

Wpnlon £ YWl

MARILA K. MARKMAN
Deputy Attorney General
Attorneys for Applicant
Insurance Commissioner
of the State of California
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MEMORANbUM OF POINTS AND AUTHORITIES

The California Insurance Comrrﬁssioner, in his capacity as Liquidator of Paula Insurance
Company (“Paula”), completea the 1iquidation of Paula when he made a final distribution of
assets in September 2008. (Deciaration of Scott Pearce, Ex. C'). Part of the process of final
distribution was to keep a reserve to pay expenses for three years from the date of the final
distribution. The Insurance Corﬁmissioner reserved $574,941, and has now determined that he
will not need that entire ampunt to pay expenseé through September 2011.

Célifomia case law supports the broad graht of powers accorded the Commissioner when
he is conserving, rehabilitating, and/or liquidating insurance'companies.

The Insurance Commissioner as liquidator acts on behalf of the company’s creditors and
policyholders. In Jones & Sons v. Independent Insurance Company (1942) 52 Cal.App.2d 374,
’378-3 79, the éourt of Appeal noted that “section 1057 of the Insurance Code provides that the
Commissioner shéll be deemed to be a trustee fof all creditors. It was his duty to coliect the
assets (Ins. Code § 1037) and distribute them ratably among the creditors (Ins. Code § 1037),
subject to certain priorities (Ins. Code § 1033)....”

The Insurance Commissioner és liquidator executes his powers with Broad discretion,
subject to review by the court under the “abuse of discretion” standard. (In Re Executive Life
Insurance Company (1995) 32 Cal. App.4th, 344, 356).

Here, the Insurance Commissioner has determined that there are sufficient surplus
reserves to warrant reopening the Paula proceedings in order to make a distribution to Class 2,
IGA claimants. The Insurance Commissioner has furthér aetennined it would wasteful to incur
expenses for ﬁaking a distribution to Class 2, non-IGA claimants because the individual amounts
are de minimis. Indeed, the entire Cléss 2, non-IGA distriEution is only $505.00.

I
8
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CONCLUSION

The Insurance Commissioner respectfully requests this Court to reopen the above

captioned case for the sole and limited purpose of making a distribution of surplus reserves of

approximately $209,432.00 to Class 2, IGA claimants and that the Commissioner be authorized to

forgo the pro rata distribution to Class 2, non-IGA claimants since distribution to them would not

be economicaliy prudent.

Dated: MarchZ/ZOl 1

9

KAMALA HARRIS

~ Attorney General of California

W. DEAN FREEMAN

Supervising Deputy Attorney General
FELIX E. LEATHERWOOD

Supervising Deputy Attorney General

Wt [ YU —

MARLA K. MARKMAN
Deputy Attorney General
Attorneys for Applicant
Insurance Commissioner
of the State of California
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DECLARATION OF EDWARD HAHN

I, Edward Hahn, declare :

1. Tam over eighteen years, and I am competent to be a witness. I have personal
knowledge of the events to which I attest.

2. I acquired my personal knowledge in my role as the Vice President Finance — Estates in
the California Insurance Commissioner’s Conservation & Liquidation Office (“CLO”).

3. T am one of the persons who prépare the regular accounting statements for the CLO as to
Panla Insurance Company (‘“Paula”) in liquidation.

"4. 1have a Master’s degree in Business Administration frbm the University of California at
Berkeley and have over ten yearé’ of experience in dealing with accounting matters for insurance
companies in liquidation. I am fanﬁliar with the records to which I attest, which are made in the
regular course of business of the CLO and are made at or near the C(;ndition or event to preserve
them as a record of the act, condition or event. |

5. After sﬁbtracting the revised closing reserves, the Insurance Commissioner as liquidator
of Paula has approximately $209,432 in surplus reserves. On a pro rata basis, the Class 2, IGA
claimants would receive a total of $208,927 (two hundred eight thousand nine hundred t;’venty
seven dollars), and the Class 2, non-IGA claimants would receive a total of $505 (five hundred
and five dollars).

6.  The administrative expense of distributing funds to IGA claimants is relatively small
an-ci cést efficient vbecause the 1i§uidator, és ber practice, will simpl}v/' make wire transfers to the
IGA claimants. Once the wire transfers are completed, there will be no further administrative
expenses associated with the distribution. |

7. A distribution td Class 2, non-IGA claimants, is an entirely different process from
that of the IGA claimants. For non-IGA claimants the liquidator would have to reserve an
amount for administrativé expenses such that the di‘stribution would simply not make economic -
sense. The administrative expenses that would have to be reserved for non-IGA élaimants would
be many multiples‘of the actual amount distributed. This is because there would be significant

administrative expense for tracking the checks, answering inquiries, tracking returned mail, and
1
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reissuing checks, as needed. At the end of the six months following the distribution, funds
equivalent to any uncashed checks w_duld need to be éscheated to the California State Controller’s
Office or the treasury department of the claimant’s last known address. In short, the liquidator
would incur expenses of many thousands of dollars to distribute $505.

8. The following illustrates the distribution range if the Insurance Commissioner were to
distribute to Class 2, non-IGA claimants. There are 452 Class 2, non-IGA claimants. Of that
total:

1 ciaimant would receive $19.10
3 claimants would receive $12.00 - $13.00
15 claimants would receive $5.00 - $16.00
112 claimants would receive $1.00 - §5.00
321 claiments would receive $0.01 - $1.00

9. Ibelieve it would be wasteful of estate assets to incur expenses of thousands of dollars

to issue and track checks of such de minimis amounts.

10. The list of Class 2, IGA claimants and the amount each will receive from this surplus
distribution is attached hereto as Exhibit A.
I hereby declare under penalty of perjury under the laws of the State of California the

foregoing to be true and correct.

Executed this [ 5 F. day of March, 2011, in San Francisco, Cal? fornia.

Edward Hahn
Vice President Finance - Estates
. Conservation & Liquidation Office

DECLARATION OF EDWARD HAHN
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EXHIBIT A

PAULA INSURANCE COMPANY DISTRIBUTION OF SURPLUS RESERVES

Proposed
$170,936.00
$16,261.00
$15,409.00
$3,872.00
$1,517.00

$1,437.00

$ 209,432.00

- Payee

CALIFORNIA INSURANCE GUARANTEE ASSOC.
THE INDUSTRIAL COMMISSION OF ARIZONA
TEXAS P& C INSURANCE GUARANTY ASSOC.
ALASKA INSURANCE GUARANTY ASSN.
STATE OF IDAHO SPECIAL INDEMNITY FUND

FLORIt)A WORKERS COMPENSATION INS
GUARANTY ASSOCIATION .

TOTAL

Exhibit A to Declaration
of Edward Hahn
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DECLARATION OF SCOTT PEARCE

I, Scott Pearce, declare:

1. Tam the Senior Estate Trust Officer (“ETO”) in the California Insurance
Commissioner’s Conservation & Liquidation Office (“CLO”). I have been an ETO at the CLO
since February 2003 and have been the Senior ETO since May 2005. As the Senior ETO, I
supervise the other ETOs at the CLO. I'have been the ETO for Paula Insurance Company
(“Paula”) since July 2007. Imake this declaration in my official capacity as the Senior ETO for
the CLO. |

2. Iam responsible for the management of financially impaired or insolvent insurance
companies (referred to as “estates) from the time of conservation or liquidation until the court
discharges the Insurance Commissioner of his or her duties as Conservator or Liquidator. Iserve
as a fiduciary, and in this capacity, I lead and direct a support team consisting of individuals who
work in the areas of Accounting, Claims, Reinsurance, Legal; Finance, Information Technology,
Human Resources, and Adminisﬁation. Once the California Insurance Commissioner identifies
an insurance company as financially impaired or at risk of mismanaging its asseté, he files an
application with the court for conservation or liquidation of the company. As an ETO, Ireceive
input and advice from other insurance profeésionals, including attorneys from the California
Department of Insurance and the California Attorney General’s Office, and private law firms.

- 3. The statements contained in this declaration are not all within my personal knowledge,
and I am informed that no single éfﬁcer of the CLO has personal knowledge of all of these
matters. The statements in this declaration are based upon information assembled by authorized
employees of the CLO and I am informed and believe that the statements based upon that
information are true. As to those matters that are within my own personal knowledge, the
statements are true. If called upon as a witness, I would testify as set forth herein.

4. T have reviewed the CLO files for Paula, which are maintained in the normal course of

business.

DECLARATION OF SCOTT PEARCE

Declaration of
Scott Pearce
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5. On April 26, 2002, upon the Insurance Commissioner’s application, this Court appointed
the Insurance Commissioner as Conservator of Paula. A true and correct copy is attached hereto
as Exhibit A.

6. On June 21, 2002, upon the Insurance Commissioner’s application, this Court
terminated the Insurance Commissioner’s appointment as Conservator and appointed the
Insurance Commissioner as Liquidator (hereinafter “Liquidator” or “Commissioner”). A true and
correct copy is attached hereto as Exhibit B. | |

7. Over the course of the next six years, the Insurance Commissioner as Liquidator
monetized Paula’s assets; terminated real estate and equipment leases; disposed of furniture,
fixtures, and equipment; released funds to the insurance guaranty associations (hereinafter
“IGA”) that made claims payments to Paula’s policyholders; and made an interim pfo rata
distribution of assets to approved Class 2 claimants.

~8. On September 5, 2008, upon the Commissioner’s application, this Court entered an
Order (1) Settling and Approving the Final Rei)ort and Account of the Liquidator of Paula
Insurance Company; (2) Authorizing Disbursement of Funds; (3) Approving Payment of
Expenses; (4) Terminating Liquidation Proceeding and Discharging Insurance Commissioner as
Liquidator; (héreinafter “Order”). A true and correct copy is attached hereto as Exhibit C.

9. On October 20, 2009, the Liquidator filed with this Court theiDeclaration of Scott
Pearce Confirming Distribution of Assets Pursuant to Court Order and Closing the Estate of Paula
Insurance Company. Pursuant to this Court’s Order, the Liquidator distributed a total of
$256,369 to Class 2, non-IGA claimants; distributed a total of $52,719,493 to Class 2, IGA
claimants; reserved $700,960 for accrued tax liability; and rescwed $574,941 for administrative
expenses over the next three years. A true and correct copy is attached hereto as Exhibit D.

10. On October 22, 2009, the Liquidator filed with this Court the Request for D}ismissal of
the insurance liquidation proceedings. The dismissal was entered as of October 22, 2009. A true
and correct cop is attached hereto as Exhibit E.

11. The Insurance Comrrﬁssioner has determined that the full amount previously reserved

for administrative expenses is not needed. As of October 31, 2010, the Commissioner still had
3 .

DECLARATION OF SCOTT PEARCE
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$467,000 in the closing reserves. The Commissioner estimates that he needs approximately
$257,568 in the closing reserves for the period from November 1, 2010 through September 2011.

12. The amount of the revised closing reserves includes the expenses associated with
reopening the proceedings and making the distribution as requestéd by the Commissioner in the
attached motion. Also included in the revised closing reserves are the costs associated with the
destruction of Paula’s records, which destruction will begin in September 2011. The Court
authorized destruction of Paula’s records three years after the date of the Court’s Order of
September 2008.

I hereby declare under penalty of perjury under the laws éf the State of California the
foregoing to be true and cotrect. ”

Executed this /S day of March, 2011, in San Francisco, galif/o/ﬁnia.

/ ,-rj
7 g
)L. <

s Y
I } ,/ . ’
§,»“’Ag’./f'y ‘/ ,{7/%/6
\_/Scott Pearce

Senior Estate Trust Ofﬁcer
Conservation & Liquidation Office

DECLARATION OF SCOTT PEARCE
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BILL LOCKYER, Attorney General

of the State of California

RICHARD W. BAKKE, Pal
Lead Supervising Deputy Attorney General QRE %‘&E g %E;J E Eg J M@
MARK P. RICHELSON, _

Supervising Deputy Attorney General DEPT, 5PR 2 6 2002 ‘}j
RAYMOND B. JUE '

| s amman LOS ANGELES
tate Bar No. : QY TLED i
Deputy Attorneys General SUFERIOR COUJ RT

OO South Spring Street, Ste. 500
Los Angeles, CA 90013-1204
Telephone: (213% 897-2491
Facs1mﬂe: (213) 897- 5775

Attorneys for the Applicant Insurance
Commissioner of the State of California

IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA
| FOR THE COUNTY OF LOS ANGELES

INSURANCE COMMISSIONER OF CaseNo. BSOS v BT

' THE STATE OF CALIFORNIA, S
STD) ORDER APPOINTING
Applicant., | CONSERVATOR AND |
| RESTRAINING ORDERS
V. ‘

Date: April 26, 2002
: ‘ _ Time: 8:30 am.

PAULA INSURANCE COMPANY, a Dept.:

California corporation,

Respondent.

The Application of the Insurance Commissioher of the State of Célifofnia
(“Applicant”) for an Order Appointing him Conservator of Respondent PAULA
Insurance Company (hereafter referred to as “Respondent”), having been filed herein and
it appearing to this Court from the Applicatioﬁ that the Insurance Commissioner has
found Respondent to be subject to such order of conservation pursuant to Insurance Code
§1011,

i

: EXHIBIT A
1

[PROPOSED] ORDER APPOINTING CONSERVATOR AND RESTRAINING ORDERS
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IT IS HEREBY ORDERED THAT:

1. Applicant is appointed Conservator of Respondent, and directed as such to
conduct the business of Respondent or so much thereof as to the Conservator may seem
appropriate and authorized as Conservator, in his discretion, to pay or defer payment of
all proper claims and obligations agéinst Respondent accruing prior to or subsequenf to
his appointment as Conservator,

2. Appliéant is authorized as Conservétor to take possession of all thé assets of
Respondent including books, records and property, both real and personal, wheresoever |

situated;

3. Title to all Respondent’s property and assets, both those presently in

' Respondent’s possession and those which may be discovered hereafter, wheresoever

situated, is vested in Applicant as Conservator, or his successor in office, in his official
capacity as such Conservator, and all ‘pe'rsons are enjoined from interfering with the
Applicant’s possession ‘and"_citle'thereto;

4 Respondent, its officers, directors; governors, agents and employees aré
enjoined from transacting any of the business of Respondent, whether in the State of
California or elsewhere, or from disposing of, or assisting any person in the transfer or
alienation of, the property or assets of Respondent, until furthér order of this Court;

5. All persons are enj oined. from instituting, prosecuting or maintaiﬁing any
action at law or suit in equity, including but not limited to actions or proceedings to
compel discovery or production of documents or testimony and matters in arbitration,
against Respondent or against Applicant as Conservator of Respondent, and from
attaching, executing foreclosure upon, redeeming of or taking any’ other legal prbceedings
against any of the property or assets of Respondent, and from doing any act interfering
with the conduct of said business by Applicant, except upon order from this Court after
hearing obtained after reasonable notice to Applicant;

6. . Re‘épondent and all officers, directors, agents- and employees' of Respondent

are directed to deliver to Applicant as Conservator all assets, books, records, equipment

' 2
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and other property of the Respondent wheresoever situated;

: 7; Applicant as Conservator is authorized to pay all reasonable costs of
operating Respondent (iholuding direct and allocated direct costs, direct and allocated
general and administrative costs and overhead, and other allocated costs) out of funds and
assets of Respondent;

8’. All funds and assets, including certificates of deposit, bank deposits and
mutual fund shares, of Respondent, in various financial depository institutions, including
banks, Sayings and loan associations, industrial loan companies, mutual funds or stock
brokerages, wheresoever situated, are vested in Applicant as Conservator and subject to
withdrawal upon his order only; |

9. All persons who mai;ftain fecords for Respondent, pursuant to written contract

or any other agreement, are ordered to maintain such records and to deliver them to the

Applicant as Conservator upon his request;

10. All agents of Respondent and all brokers who have done business with
Respondent are ordered to make remittances of all funds collected by them or in their hands
directly to the Applicant as Conservator;

11. = All persons having possession.of any liéts of policyholders or escrow holders
of Respondent are Qrdered to deliver all such lists to Applicant as Conservator; and that all
persons are enjoined from using any such lists or any information contained thereiﬁ without
the consent of Applicant as _ConServator;

12.  Applicant as Conservator is authorized to initiate such equitable or legal
actions or proceedings in this or other states as may appear to lim necessary to carry out his
functions as Conservatof; |

13. Applicant as Conservator is authorized to appoint and employ special deputies,
estate managers .other professionals, clerks. and assistants and to give each of them such
power and authority as may be deemed necessary by him, and Applicant as Conservator 18
authorized to compensate these persons from the assets of Respondent as to him shall seem
appropriate;

3 .
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14. | Applicant as Conservator 1s authorized to divert, take possession of and secure
all mail of Respondent, in order to screen such mail, and to effect a change in the rights to
use any and all post office boxes and other mail collection facilities used by Respondent;

15.  Respondent and its respective officers, directors, agents, servants, employees,
successors, assigns, affiliates, and other persons or entities under their control and all persons
or entities in active concert or participation with them, and each of them, are ordered to tumn
over to the Applicant as Conservator records, documentation, charts and/or descriptive
material of all funds, assets, property (owned beneficially or otherwise), aﬁd all other assets
of Respondent wherever situated, and all books and records of accounts, title documents and

other documents in their possession or under their control, which relate, directly or indirectly,

|| to assets or property owned by or held by Respondent or to the business or operations of

Respondent;
| 16. | Excepf with leave of court iésued after a hearing in which the Applicant as’ |
Conservator has received reasonable notice, all persons are enj oiﬁed from obtaining
preferences, judgments attachments or other liens, or makiﬁg any levy agaihst Resi)ondent
or its assets or property, énd from executing or issuing or causing the execution or issuance
of ény court attachment, subpoena, réplevin, levy, execution, or other process for the purpose
of impounding or taking possession.of or interfering with or creating or eﬁforcing alienupon |
any property -or assets owned or in the pbssession of Respondent or its -affiliates; or-the
Conservator appointed herein, wheresoever situated and from doing any act interfering with
the conduct of said business by Applicant as Conservator; | | |

17.  Exceptby leave of court obtaﬁned after hearing ilpon reasonable notice to the |
Applicant as Conservator, all persons are enjoined from accelerating the due date of any
obligation or claimed obligation; exercising any right of set-off; taking, retaining, retaking
or attempﬁng to retake possession of any real or personal property; withholding or diverting
any. rent or other obligation; doing any act or other thing whatsoever to interfere with the
possession of or rhzinagement by the Applicant as Conservator and of the property and assets,

owned or controlled by Respondent or in the possession of Respondent or to m any way

4
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interfere with said Applicant as Conservator or to interferc. in any manner during the
p'endency of this proceeding with the exclusive jurisdiction of this Court over Respondent;
18.  Any andall provisions of any agreement entered into by and between any third
party and Respondent including, by way of illustration, butnot limited fo, the following types
of agreements (as well as any amendments, aséignments, or modifications thereto): financial
guarantee bonds, promissofy notes, loan agreements, sécun'ty agreements, deeds of trust,
mortgages, indemnification agreements, subrogation agreements, subordination agreements, .‘
plédge agreements, assignments of rents or other collatéral, financial statements, letters of
credit, leéses, insurance p'olicies, gﬁaranties, eSCrow agreéments, management agreements,

real estate brokerage and rental agreements, servicing agreements, attorney agreements,

Nl

consulting agreements, easement agreements, license agreements, franchise agreements, or

employment contracts that provide in any manner that selection, appointment or retention of

a conservator, or trustee by any court, or enfry of an order such as hereby made, shall be |

deeméd to be, otherwise operate as a breach, violation, event of default, termination, event
of dissolution, event of acceleration, insolvency, bankruptcy, or liquidation, shall be stéyed,
and the assertion of any énd all rights, remédies relating thereto shall also be stayed and
barred, except as otﬂerwise ordered b'y the Court, and the Court shall retain jurisdiction over
any cause of action that has arisen or méy otherwise arise under any such provision;

19. + Applicant as Conservator is authorized to invest Respondent’s assets in such-
a manner as to him may seem suitable for the best interest of Respondent’s creditors which

funds are not immediately distributable to Respondent’s.creditors. However no investment

or reinvestment shall be made which exceeds the sum of $100,000 without first obtaining

permission of the court;

20.  Applicant as Conservétor, in his discretion, is authorized to direct Respondent
to cease writing new and renewal insurance business, notwithstanding Proposition 103, on
the grounds that further transaction of Respondent’s business will be hazardous to

policyholders, or creditors or to the public.

21.  Pursuarit to Insurance Code section 1037(g), the Applicant as Conservator is
_ s
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authorized to invest and reinvest all assets in a manner he deems to be in the best interest of
the creditors of the estate, including investing and reinvesting assets through an investment
pool consisting exclusively of assets from conserved estates. To the extent that the Applicant

as Conservator invests and reinvests through such an invéstment pool, such investments and

re-1nvestments may exceed $100,000;

22. Except by perrmssmn of this Court obtained after hearing upon reasonable
notice to Applicant as Conservator, all persons are enjoined from interfering with the
possession, title and rights of Applicant as Conservator, in and to the assets of Respondent,
and from interfering with the coﬁduet of the assets of Respondent, and from interfering with
the Coneervatorship; |

23. - _All persons are enjoined from the waste of assets of Respondent; and |

24. Applicant as Conservator is authorized to pay for his costs in bringing and
maintaining this action, and sﬁch other actions as are necessary to carry out his ﬁncﬁons as

Conservator, out of the funds and assets of Respohdent.

DATED: Y/ ~2 &7

~ RobertH. Q'Brien
' JUDGE OF THE SUPERIOR COURT

RBJ:gp

C\DAT\RBI\PLEADINGS\PAULA INSURANCE-PROPOSED ORDER-4-12-02
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BILL LOCKYER, Attorney General: -
of the State of California
RICHARD W. BAKKE

 |[Lead Supervising Deputy Attorney General

MARK P. RICHELSON
Supervising Deputy Attorney General
AYMOND B. JUE,

ARLA K. MARKMAN, State Bar #77300
eputy Attorneys General
00 South Spring Street, Ste. 500

os Angeles, CA 90013-1204

|Telephone: (213) 897-2491

Facsimile: (213) 897-5775

Attorneys for the Applicant Insurance Comnnssmner
bf the State of California .

INSURANCE} COMMISSIONER OF THE
I STATE OF CALIFORNIA,

Applicant,
V.’

PAULA INSURANCE COMPANY , a California
corporation,

Respondent.

bounty Superior Court.
1/

/1

IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF LOS ANGELES

Case No.: BS 075685

{propused] ORDER APPOINTING
COMMISSIONER AS
LIQUIDATOR AND
RESTRAINING ORDERS

Date: June 21, 2002
Time: 9:30 a.m.
Dept: 85 '

The verified Application of the Insurance Commissioner of the State of California
[(“Commissioner”) for an Order Appomtmg Commissioner as Liquidator of Paul Insurance

lbompmy (“Respondent™) came on regularly for hearing in Department 85 of the Los Angeles

EXHIBIT B
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I WHEREFORE, GOOD-CAUSE APPEARING FROM THE

2 COMMISSIONER’S VERIF IED APPLICATION, THIS COURT MAKES THE

z IFOLLOWING FINDINGS:

5 | 1. Respondent is insolvent.

6 2. It would be futile for the Commissioner to continue to proceed as Conservator of

7 Respcémdent.

8l 3. There exists sufficient factual and legal grounds for the Commissioner to liquidate and
12 ind up the business of Respondent in a manner bonsistent with the provisions of this. Order.
1 | WHEREFORE, GOOD CAUSE AfPEARING, THIS COURT MAKES THE
12 [FOLLOWING ORDERS:

13 1. The Commissioner’s status as Conservator' is termjnatéd, and he is appointed as
14 iquidator of Respondent, as set forth in Insurance Code §1016, and directed as Liquidator to
iz 'iquidate and Win& up the bﬁsiness éf Respondent a.na to act in all ways and exercise all powers
17 .ecess;'n'y for the purpose of carrymg out such order.
18 2. The Commissioner as Li(iui'dator is authorized to take possession of all the assets of '
19 IRespondent including books, records and property, both real and personal, wheresoever situated.:
20 3. Tﬁé Commissioner as Liquidator or his successor in office is vested with title to alll |
i; roperty alnd assets of Respondént, béth those presently in Respgndent’s possession and thqse
73 hich may be discovered hereafter, wheresoever situated. All persons are enjoined from
24 linterfering with the Commissioner’s possession and title thereto.
25 4. The Commissioner as Liquidator is authorized to pay for his costs in bringing and
26 aintaining this a_étion, and such other actions as are necessary to carry out his functions as

_ Z Fiquidator, out of the funds and assets of Respéndent; gnd if there are insufﬁ;:ignt funds, to pay

2
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Jifor his costs out of the Insurance Fund, pursuant to Insurance Code section 1035.

5. The Commissioner as Liquidator is authorized to initiate such equitable or legal

actions or proceedings in this or other states as may appear to him necessary to carry out his

functions as Liquidator.
6. The Commissioner as Liquidator is authorized to appoint and employ special deputies,
state managers, other professionals, clerks and assistants and to give each of them such power

d authority as he may deem necessary, and the Commissioner as Liquidator is authorized to

ay reaéonable.compensation to these persons from the assets of Respondent. |

7. The Cémmissioner as Liquidator is authorized to divert, take possession of and secure
11 mail of Respondent, in order to screen.such mail, and to effect a change in the rights to use
any and all post ofﬁcé boxes and other mail collection féciliﬁes used by Respondent.

8. The Commissioner. as Liquidator is authorized to pay all reasonable costs of operating

rRespondent (including direct and allocated direct costs, direct and allocated gerieral and
radmlmstratlve costs and overhead, and- other allocated costs) out of funds and assets of

fRespondent and if there are insufficient funds, to pay for his costs out of the Insurance Fund,

fFursuant to Insurance Code §1035.

9. The Commissioner as Liquidator is authorized to mvest Respondent's assets in such a

Hmanner as to him may seem suitable for the best interest of Respondent's creditors which funds

are not immediately distributable to Respondent's creditors. No investment or reinvestment shall

e made which exceeds the sum of $100,000 without first obtaining permission of the Court,
xcept fhe Commissioner may invest or reinvest in excess of $100,000, but no more than the sum
+of $5,000,000 without prior approval if such investments are made pursuant to the investment

Tgu.idelines which are attached to the Application for Order of Liquidation as Exhibit “C”. The

3
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Commissioner shall file quarterly notice-of any investment or reinvestment.exceeding_ $1 00,000
with the Court and shall give notice thereof to all interested 'i)arc-ies.

10. The Commissioner as Liquidator is authorized, pursuant to Insurance Code §1037,
subsecfién (g), to invest and reinvest all assets in a manner he deems to be in the best interest of
the creditors of the estate, including inVesting and reinvesting assets through an investment pool

consisting exclusively of assets from conserved estates. To the extent that the Commissioner as

lLiquidato'r invests and reinvests through such an investment pool, such investments and re-

investments may exceed $100,000.

11. The Commissioner as Liquidator is authorized to pay as expenses of administration -

11 expenses heretofore incurred by the Commissioner as Conservator which are presently

mepaid, and the Commissioner as Liquidator is authorized to pay, upon presentation, the full

amount of any checks or drafts which have been issued by him, in his capacity as Conservator,

nd which are outstanding..
12.. The Commissioner as Liquidator is authorized, pursuant to Insurance Code §1037, »

ubsection (d), to dispose of any excess property of Respondent by any commercially reasonable

ethod, including,bﬁt not limited to, sales at public auctions and sales in bulk to the high bidder -

|(provided at least three (3) bids are obtained from independent dealers in the kind of property

s01d). .

13. The Commissioner as Liquidator is authorized to assume or reject, or to modify, any
rlsxecuto?y contracts, including without limitation, any lease, rental or utilizétion contract or
agreemeﬁtj (including any schedule to aﬁy such contract or agreement), and any license or other
erangement for the use of computer software of business information systerﬁs, to which

espondent is a party or as to which Respondent agrees to accept an assignment of such contract;

4

ORDER APPOINTING COMMISSIONER
AS LIQUIDATOR AND RESTRAINING ORDERS




O 0 N1

10
11
12
13

14 |

15
16
17
18
19
20
21
22
23
24
25
26
27
28

the Commissioner as Liquidator is directed to effect any such assumption or rejection or

modification of any executory contract not later than within 120 days after the entry of this order,

lunless such date is extended by application to and further order of this Court; all executory
Contracts that are not expressly assumed by the Commissioner as Liquidator shall be deemed

rejected; any party to a contract that is rejected by the Commissioner as Liquidator pursuant to

this order shall be permitted to file a proof of claim against the liquidation estate, which claim

shall be treated in accordance with Insurance Code §1010, et seq.

14. Respohdent.and all former and present officers, directors, agents, and employees of |

' IReépoﬁdent are directed to deliver to the Commissioner as Liquidator ail assets, books, records,

#equipmer:lt, and other property of the Respondent wheresoever situated.

15. All funds and assets, iﬁcluding certificates of depoéit, banl; deposits and mutual fond
|shares, of Respondent, in various financial depository institutions, including banks, savings aﬁd
[oan associations, industrial loan companies, mutual funds or sfock brokerages, wheresoever
{situated,'al_‘e directed to be vested in the Commissioner as Liquidator and subject to withdrawal
hlpon his order only.

16. All persons who maintain records for Respondent, pursuant to written contract or any -

* Jother agreement, are directed to maintain such records and to deliver them to the Commissioner

s 'Liquidator.upon his request.
17. All agents of Respondent and a11 Brokers who have done business with Respondent
e directed to'make rémittances of all funds coliected by them or in their hands ‘directly to the
ominissibner as Liquidator. Thls obligation to remit collected Ifunds is continui‘ng in nature.
18. All persons having posséséion of any lists of policyholders or escrow holders of

espondent are directed to deliver all such lists to the Commissioner as Liquidator. All persons

5
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are enjoined from using any such lists or-any information contained therein without the consent

of the Commissioner as Liquidator.
- 19. Respondent and its respective officers, directors, agents, servants, employees,

successors, assigns, affiliates, and other persons or entities under their control and all persons or

¢ |entities in acﬁve concert or participation with them, and each of them, are directed to turn over to

the Commissioner as Liquidator records, documentation, charts and/or descriptive material of all
funds, assets, property (owned beneficially or otherwise), and all other assets of Respondent

wherever situated, and all books and records of accounts, title documents and other documents in -

: Feir possession or under their control, which relate, directly or indirectly, to assets or property

owned by or held by Respondent or to the business or operations of Respondent.
20. All insurance policies issued by Rcsponden’t shall be terminated and canceled
ffective thirty (30) days following the issuance of the order herein prayed for, and the

ommissioner as Liquidator shall notify promptly all policyholders of such policy termination

d cancellation by First Class Mail at-the last kngwn address of the policyholders; in addition,
he Commissioner as Liquidator, in h1s sole discretion, is .authoﬁzed to terminate and can;el'any
olicies issued by Respondent-that are not covered ny the precediﬁé sentence or that were-i-ssued
y a fronting insurer and reinsured, n Wholé or in part, by Respondent.

21. All priqr injunctions and‘other orders of this Court, except to the extent expressly
odified herein, are reaffirmed and remain in full force and effect; all iaowers and aﬁthority
anted to the Commissioner as Liquidator under this order are in addition to and not in

imitation of the powers of the Commissioner as Liquidator under the Insurance Code and any
pther statutory or applicable case law.

22. The rights and liabilities of claimants, creditors, shareholders, policyholders, escrow

ORDER APPOINTING COMMISSIONER
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holders and all other'persons interested in the assets of Respondent, including the State of
California, are fixed as of the date of the entry of this order.
23. All funds and accounts in the name of Respondent, or the Commissioner as

Conservator, in various banks or any other institutions wheresoever situated are vested in the

ICommissioner as Liquidator and subjectto withdrawal at his direction only. This order does not
convert funds held in a fiduciary capacity to general assets of the Liquidator.
24. All persons are enjoined, e){cept with leave of this Court issued after a hearing in

which the Commissioner as Liquidator has received reasonable notice, from obtaining

- preferences, judgments, attachments or other liens., or making any levy against Respondent or its

ssets or property, and from executing or issuing or causing the execution or issuance of any
lcourt attachment, subpoena, replevin, levy, execution, or other process for the purpose of
impounding or taking possession of or interfering with or creating or enforcing a lien upon any
Lréperty or assets owned or in the posséssion of Resﬁondent or its affiliates, or the Liquidator -
bppointed herein, Wherésoe_ver situated and' from doing any act interfering with tﬁe conduct of
said business by the CQmmissioner as Liquidator.
25. All persons are enjoined, except by leave of this Court obtained after reasonable
) otice to the Commissioner as Liquidator, .frorﬁ accelerating fhe duedate of any obligation or
laimed obligation; exercising any rig'ht of set-off; taking, retaining, reta‘kihg or attempting to
etake possession of any real or personal property; withholding or diverting any rent or oth;er
bligaﬁon; doiné any act or other thing whatsoever to interfere with the possession of or
anagemént by the Commissioner as Liquidator and of the property and assets, owned or
controlled }')y Respondent or in the possession of Respondent or to in any Wéy interfere with said

”Commissioner as Liquidator or to interfere in any manner during the pendency of this proceeding

7
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with the exclusive jurisdiction of this Court over Respondent.
26. Respondent, its officers, directors, governors, agents, and employees are enjoined
from transacting any of the business of Respondent, whether in the State of California or

elsewhere, or from disposing of, or assisti-ng\ any person in the transfer or alienation of, the

property or assets of Respondent, until further order of this Court.

27. All persons are enj oined from instituting, prosecuting or maintaining any action at

{law or suit in equity, including but not limited to actions or proceedings to compel discovefy or

roduction of documents or testimony and matters in.arbitration, against Respondent or against

{redeeming of or taking any other legal proceedings against, any of the property or assets of
iResp'ondent, and from doing any act -interfeﬁﬁg with the conduct of said business by the-
ommissioﬁer as Liquidator, except upon order from this Court obtained after reasonable notice
fo the Commisé.ioner as Liquidator. |
28. Any and all provisior;s of any agféement entered into by and between any third party
d Respondent including, by way of illustrétion, but not lirnited to, the following types of
greeménts (as well as any amendments, assignments, or modifications thereto): financial -
arantee bonds, promissory notes, loan agreements, security agreements, deeds: of trust,
ortgages, indemmification agreemehts, subrogation agreements,. subordination agreements,

ledge agreements, assignments of rents or other collateral, financial statements, letters of credit,

eases, insurance policies, guaranties, escrow agreements, management agreements, real estate
rokerage and rental agreements, servicing agreements, attorney agreements, consulting
greements, easement agreements, license agreements, franchise agreements, or employment

ontracts that provide in any manner that selection, appointment or retention of a conservator, or
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liquidator or trustee by any court, or entry of an order such as hereby made, shall be deemed to
be or otherwise operate as a breach, violation, event of default, termination, event of dissolution,
event of accéleration, insolvency, bankruptcy, or liquidation; shall be stayed, and the assertion of
any and all rigﬁts, remedies relating thereto shall also be stayed and barred, except as otherwise
brdered by this Court, and this Court shall retain jurisdictic;n over any cause of action that has

arisen or may otherwise arise under any such provision.

29. All persons are enjoined from interfering with the possession, title and rights of the

Commissioner as Liquidator, in and to the assets of Respondent; and from interfering with the

_ rlconductvof the Commissioner as Liquidator in the handling and disposition of assets of

Eespondent, and from iriterfeﬁng with the conduct of thé liquidation and the winding up of the

usiness of Respondent, except upon order of this Court obtained after reasonable notice to the

FoMssioner as Liquidator.
30. All persons are enjoined from waste of assets of Respondent.

31. Any and all claims against Respondent (except those policyholder claims already

ending against Respondent, which are deemed filed), including those which in any way affect or
eek to affect any of the assets of Respondent, wherever or however such assets may be owned or
} eld, must be filed by no later than March 31, 2003, (the “Claims Bar Date”), together with

roper proof thereof, in accordance with the provisions of Insurance Code §1010, et seq.,

including, but not limited to §1023, and any claim not filed by the Claims Bar Date is

conclusively deemed forever waived.
e s :
DATED: é 77 __
~7/ DZINTRA | JANAVS
' Judge of the Superior Court
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EDMUND G. BROWN JR.

Attorney General of the State of California
W. DEAN FREEMAN

Supervising Deputy Attorney General
FELIX E. LEATHERWOOD

Supervising Deputy Attorney General , ORI.G!NAL Fi LED

MARLA K. MARKMAN, State Bar No. 77300 - - '

Deputy Attorney General ' - SEP 0 5 2008
300 South Spring Street, Suite 1702 ' _ -
Los Angeles, CA 90013 : LOS ANGELES
Telephone: (213) 897-2491 o SUPERIOR COURT

Fax: (213) 897-5775

Attomneys for Applicant Insurance Commissioner
of the State of California, in his capacity as Liquidator
.of Paula Insurance Company

' SUPERIOR COURT OF THE STATE OF CALIFORNIA -
FOR THE COUNTY OF LOS ANGELES

INSURANCE COMMISSIONER OF THE STATE -

CASE NO.: BS 075685

OF CALIFORNIA, | | | ORDER
Applicant, | (1) SETTLING AND
: 7777 | APPROVING THE FINAL
v. | REPORT AND ACCOUNT OF
- ' : THE LIQUIDATOR OF PAULA
PAULA INSURANCE COMPANY, INSURANCE COMPANY

Respondent. | (2) AUTHORIZING
~ 7| DISBURSEMENT OF FUNDS

(3) APPROVING PAYMENT
OF EXPENSES; AND

(4) TERMINATING
LIQUIDATION PROCEEDING
AND DISCHARGING
INSURANCE COMMISSIONER
AS LIQUIDATOR

Hearing
.Held: September 5, 2008
Time 9:30 a.m.

Place: Dept. 85

Hearing on the Insurance Comumissioner of the State of California in his capacity

as Liguidator of Paula Insurance Company Application for Orders (1) Settling and Approving the

Final Report and Account of the Liquidator of Paula Insurance Company;b (2) Authorizing

EXHIBIT C
1

ORDER GRANTING APPLICATION OF INS. COMMISSIONER -FOR ORDERS SETTLING AND APPROVING FINAL REPORT. ETC.
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17 || of the Insul ance Commlssmnel s Application of Insurance Commlssmnel for O1 ders Settling a.nd

18

19.

Disbursement 6f Funds; -(3) Approving Payment of Expénses; and (4) Terminating Liquidation
Proceeding and Discharging Insurance Comrhissioner as Liquidator, came on regularly for
hearing before the Honorable James C.. Chalfant, Department 85 of the Los Angeles Superior
Court on September 5, 2008.

The Insurarice Commissioner of the State of California in his capacity as Liquidator of
Paula Insurance Company was represented by Edmund G. Brown Jr., Attorney General of the

State of Célifornia, by Marla K. Markman, Delaufy Attorney General. There were no other

appearances.
. The apphcatlon having been duly notloed and good cause appeanng ther efor is
hereby glanted
IT IS HEREBY ORDERED that:
1. The Report and Account of Conservatm and qumdator for the period from April -

26, 2002, through April 30, 2008, 1 is settled and approved,
2. The Commissioner is authorized to apply an across-the-board five percent (5%)
discount in calculating the.pres'en’t value of the claims reserves in order to determine the final

approved claim for each of the nine IGAs using‘the methodology as explained in Pafagraph 27

Approving Final Report and Account of the L1qu1dator of Paula Insurance;

3. The Commlssmnel 1s authonzed to distribute app1ox1mately $52 975,862 to |
approvéd Class 2 claimants. The amount available for distribution is subject to adjustment for
investmént income and clﬁanges in market value of investments that have been posted as of the
date the i11vést1ne1ﬁs are withdrawn from the investment pool. The distributions shall be made
within two weeks of receipt of the signed order from the Court;

4. The Commissioner 1s authorized to retain the sum of $574,941 for payment of
administrative expenses incuired by the Commissionervﬁ‘om May 1,2008, to May 1, 2011, for
administrative and cldsin‘g costs and to retain the sum of $700,960 for accrued tax liability. The |

Comm1351one1 1s authorized to pay any excess closmg and administrative costs out of the funds

appropriated for the maintenance of the Department of Insurance. A report to the Couﬁ of the
2
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o

expenditure of these funds shall not be required,

5. In accordance with the six month waiting period of the Code of Civil Procedure
section 1517, the Coniniissioner, as to disbursements which are either undeliverable or as to
which issued checks have not then been negotiated, is authorized to void such checks as have not -
then been negotiated and esoheat all undeliverable amounts and amounts of non-negotiated
checks to the Insurance Fund pursﬁantvto Ihsoranoe Code section 12937;

6.  The Commissioner is authorized tov maintain in the Conservation & Liquidation

Office imaged databases, all records of Paula Insurance Company for fhree‘years' from the date of

\| the Court’s order, and thereafter the Commissioner is authorized to destroy all records of
Respondent, éxcept for tho‘se records necessary for examination by the Department of Finance or

other auditor of the Commxssmner s books and records pur suant to Insur ance Code section 1061

7. The Comlmssmner 18 authonzed to take any action necessaly to acoomphsh the
purpose of thls Order and |

8. The estate of Paula Insuraﬁoe Company is closed and tﬁe Commissioner is.
d1scha1 ged as hquldator upon the filing of a declaratlon that the Commissioner has d1str1buted the
assets in aocordance with this Court’s order and upon the filing of a dlsmlssal of the action.

9. - Upon dismissal of this ac’uon the Insu1 ance Commissioner, his Special Depu’ues
the Consewatlon and Liquidation Office, its employees the California Depamnent of Insurance
angd its pelsonnel and the Insurance CommlsSlone1 s agents and attomneys, is discharged from
any and all Clalms debts liabilities, 01 duties to fu1’the1 account for the assets or 11ab111t1es of
Paula Insurance Company thr ough the date of the declaration that the Commissioner has
dlstnbuted the assets in accordance with this Court’s or der, and shall have no liability ther eafter
for such claims, debts, liabilities or acoounting.

Dated: SEP 0 5 2008 B .
15| JAMES C. CHALFANT
JUD?E OF THE SUPERIOR COURT
JAMES C. CHALFANT

o}
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EpMUND G. BROWN JR.

Attorney General of Califormia

W. Dean Freeman

Supervising Deputy Attorney General
Felix E. Leatherwood

Supervising Deputy Attorney General
MARLA K. MARKMAN

Deputy Attorney General

State Bar No. 77300

300 South Spring Street, Suite 1702
Los Angeles, CA 90013
Telephone: (213) 897-2491
Fax: (213) 897-5775

Attorneys for Applicant

Insurance Commissioner of the State of California
In his capacity as As Liquidator of Paula Insurance

Company

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF LOS ANGELES |

INSURANCE COMMISSIONER OF THE

STATE OF CALIFORNIA,
- Applicant,

V.

PAULA INSURANCE COMPANY, -

Respondent.

Case No. BS075685

DECLARATION OF SCOTT PEARCE
CONFIRMING DISTRIBUTION OF
ASSETS PURSUANT TO COURT ORDER
AND CLOSING THE ESTATE OF PAULA
INSURANCE COMPANY

Hearing Held: 'Septem.ber 5; 2008
Dept: 85 L
Judge: James Chalfant

1, Scott Pearce, hereby declare under penalty of perjui‘y of the laws of the State of

California as follows:

1. Tam the Senior Estate Trust Officer (“ETO”) in the California Insurance

Commigsioner’s Conservation & Liquidation Office (“CLO”). Ihave been an ETO at the CLO

since February 2003 and have been the Senior ETO since May 2005. As the Senior ETO, 1

supervise the other ETOs at the CLO. Ihave been the ETO for Paula Insurance Conipany -

1

DECLARATION OF SCOTT PEARCE CONFIRMING DISTRIBUTION OF ASSETS

PURSUANT TO COURT ORDER AND CLOSING OF
THE ESTATE OF PAULA INSURAD

EXHIBIT D




(“Paula”) since July 2007. I make this declaration in my official capacity as the Senior ETO for

the CLO.

2. The statements contained in this declaration are not all within my personal knowledge,

cand T am informed that no single officer of the CLO-has personal knowledge of all of these

matters. The sté.temeﬁts in this deélaration are based upon information assembled by authorized
emﬁloyees of the CLO, and I am infqrmed and believe that the statements based upon that
infonﬁation ére true. As to those matters that are within my own personal knowledge, the
statements ére true. T have reviewed the CLO files for Paula, which are 111ainfaiﬁed in the nornial '
course of business.

3. I am responsible for the management of ﬂnancially mp aired or insolvent msurance

companies (referred to as “estates”) from the time of conservation or liquidation until the court

has discharged the Insurance Commissioner of his or her duties as Conservator or Liquidator. I

serve as.a ﬁduc1ary, and in this capacity, I lead and direct a support téam consisting'of 1nd1v1duals
who work in the areas of Accounting, Claims, Remsurance Legal, Fmance Information
Teclmolo gy, Human Resources, and Administration. Once the California Insurance
Commissioner identifies an insurance company as financially imi)aired or at risk of mismanaging

its assets, he files an application with the court for conservation or liquidation of the company.

As an ETO, I receive input and advice from other insurance professionals, including attorneys

from the California Department of Insurance, the California Attorney General’s Office, and

private law firms.

4. On September 5, 2008, this Court entered the Order (1) Settling and Approving the

Final Report and Account of the ulquxdator of P aula Insurance Company; (2) Authohsz,

Disbursement of Funds; (3) Approving Paymeﬁt of Expenses; (4) Terminating Liquidation

Proceeding and Discharging Insurance Commissioner as Liquidator. (hereinafter “Order”)
2
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5. Paragraph 8 of said Order provides that the Commissioner is discharged as liquidator
upon the filing of a declaration that the Commissioner has distributed the assets in accordance
with this Court’s Order and upon the filing of a dismissal of the action.

6. The Commissioner has distributed the following amounts:

A. The total final distribution was $52,975,862. The Class 2, non-IGA claimants
received $256,369, and the Clags 2 IGA claimants received $52,719,493.

B. The total unclaimed fund was $73,840. 96‘ .The Commuissioner escheated
$5,415.83 to Alaska; $27,463.75 to Arlzona $28.94 to New Mexico; and
$40,932.44 to Cahfonna

7. lsursuant to this Court’s Order, the Commissioner rotainod $574,941 for the
administrative e}ipenses over the next three years and retained $700,96O for accrued tax liability.

8. The Commissioner has taken all necessary action pursuant to the terms of this C'ourt’s ,
'Order, apd will close the estate concurfont with the filing of this declaration.

I declare under the penalty. of perjufy under the laws of the State of California that the

foregoing is true and correct. -

Executed this %"3 day of October, 2009, in San Francisco, California.

£
f /);"
Pl

/f‘ rd £
f‘l / I

/ i }w%«a/
Scott Pearce

Senior Estate Trust Officer
Conservation & Liquidation Office
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DECLARATION OF SERVICE BY U.S. MAIL

Case Name: Insurance Commissioner of the State of California v. Paula Insurance

: Company
No.: BS075685
I declare:

I am employed in the Office of the Attormney General, which is the office of a member of the
California State Bar, at which member's direction this service is made. Iam 18 years of age or.
older and not a party to this matter. Iam familiar with the business practice at the Office of the
Attorney General for collection and processing of correspondence for mailing with the United
States Postal Service. In accordance with that practice, correspondence placed in the internal
mail collection system at the Office of the Attorney General is deposited with the United States

Postal Service that same day in the ordinary course of business.

 On October 20. 2009, I served the attached DECLARATION OF SCOTT PEARCE

CONFIRMING DISTRIBUTION OF ASSETS PURSUANT TO COURT ORDER AND
CLOSING THE ESTATE OF PAULA INSURANCE COMPANY by placing a true copy
thereof enclosed in a sealed envelope with postage thereon fully prepaid, in the internal mail

collection system at the Office of the Attorney General at 300 South Spring Street, Suite 1702,

Los Angeles, CA 90013, addressed as follows: :

| Deborah S. Maddocks

Vice President-Finance
Paula Financial .
87 E. Green Street, Suite 206

. Pasadena, California 91105

Jeff Snider

Chairman & CEO

Paula Financial ~

87 E. Green Street, Suite 206
Pasadena, California 91105

1 declare under penalty of perjury under the laws of the State of California the foregoing is true
and correct and that this declaration was executed on October 20, 2009, at Los-Angeles, -
California. ‘

‘ '//"/"/ \_,?’/7 7 :
Ny A A
. . : T A T o Aty
Kathi Palacios / céf//// /QZW/@J

Declarant : ' ~ . Signature

03351130LA2002CV0579
6048 1642.doc
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CIV-i10 -

ATTORNEY OR PARTY WITHOUT ATTORNEY (Name and Address): ) TELEPHONE NO.: FOR Cé)URT USE ONLY
| EDMUND G.BROWN JR., Attorney General (213) 897-2491
MARLA K. MARKMAN, Deputy Attorney General, State Bar No. 77300 _ VHUKWVARL CUE
300 South Spring Street, Suite 1702 CQA‘%% gRIGIN ALTFILED )Y

ifornia 90013 | Superior Court of Caltfornia
Los Angeles, California 90013 ‘ . | O o Amasion

ATTORNEY FOR (Name): Applicant, Ins. Comm. as Liquidator of Paula Ins. Co.

inser name of courl and name of judicial district and branch cour, it any: : UCT z 2 ZDDQ )

SUPERIOR COURT OF CALIFORNIA, COUNTY OF LOS ANGELES John A Ch:ke, Executive Officer/Clerk
CENTRAL DISTRICT ) : \
PLANTIFFPETTIONER: _ Insurance Commissioner of the State of Calif. [ 2 Bwsmgm’ e Deputy

DEFENDANT/ RESPONDENT: Paula Insurance Company

REQUEST FOR DISMISSAL

"1 Personal injury, Property Damage, or Wrongful Death : CASENUMBER:
E Motor Vehicle |:| Other ' .
Family Law T | BSO75685

[_—_l Eminent Domain
Other (specify) : Insurance Liquidation

- A conformed copy will not be returned by the clerk unless a method of return is provided with the document. -

1. TO THE CLERK: Please dismiss this action as follows:'
a (1 With prejudice  (2) [__| Without prejudice
b. (1) [ ] Complaint @) [ ] Petition
(3) [__] Cross-complaint filed by (name): . : on (date):
(4) [__] Cross-complaint filed by (name): : ‘ ' on (date):

/R) Y | Entirs gction of
™ 1 i

v ~A £ 3
| ¥ | Entire action of all parties and all causes of action
*

(6) [ Other (specify):

~ MARLA K. MARKMAN, Deputy Attorney General b 7%'9‘4% o "L )/%&/. /

(TYPE OR PRINT NAME OF ATTORNEY [__| PARTY WITHOUT ATTORNEY) - (SIGNATURE)

“If dismissal requested is of specified parties only.of specified causes of Attorney or party without attorney for:

action only, or of specified cross-complaints only, so state and identify = - "

the parties, causes of action, or cross-complaints fo be dismissed. _ . Plaintiff/Petitioner D Defendant/Respondent

[ ] Cross - complainant
2. TO THE CLERK: Consent to the above dismissal is hereby given.™

Date:
(TYPE OR PRINT NAME OF D ATTORNEY l:l PARTY WITHOUT ATTORNEY) (SIGNATURE)
= | a cross-complaint-or Response (Family Law) seeking affirmative Attorney or party without attorney for:
relief -is on file, the attorney for cross-complainant (respondent) must A "
sign this consent if required by Code of Civil Procedure section 581 (i) 4 [ Plaintiff/Petitioner ] Defendant/Respondent
or (j). :

[ ]Cross - complainant

(To be completed by clerk) _
3. [(_'Z/Dli)smissal entered as requested on (date). - 221

4. [] Dismissal entered on (date): as o only (name):

5. [__] Dismissal not entered as requested for the following reasons (specify): ' JQHN A' CE"ARKE! CLERK

6. [_] a. Attorney or party without attorney notified on (date):
b. Attorney or party without attorney not notified. Filing party failed to provi

d
[_]acopy to conformed [ Jmeans to return conformed copy m - '
Date: ) Clerk, by Deputy -
- jo-l1w 7 puty

Page 1 of 1
Form Adopted for Mandalory use

fm Adopled for e dators & . REQUEST FOR DISMISSAL Code of Civil Procedure. & 581 el seo :
Cl\{-1 10 [Rev. Janugw 1. 2007)
EXHIBITE

LexisNexis@® Autom



DECLARATION OF SERVICE BY U.S. MAIL

‘Case Name: " Insurance Commissioner of the State of Califdrnia .
: _ v. Paula Insurance Company '
No.: BS075685

I declare:

I am employed in the Office of the Attorney General, which is the office of a member of the
California State Bar, at which member's direction this service is made. Iam 18 years of age or
older and not a party to this matter. I am familiar with the business practice at the Office of the
Attorney General for collection and processing of correspondence for mailing with the United
States Postal Service. In accordance with that practice, correspondence placed in the internal
mail collection system at the Office of the Attorney General is deposited'with- the United States
Postal Ser\/iCe that same day in the ordinary course of business.

On October 21. 2009, I served the attached REQUEST FOR DISMISSAL by placing a true
copy thereof enclosed in a sealed envelope with postage thereon fully prepaid, in the infernal
mail collection system at the Office of the Attorney General at 300 South Spring Street, Suite
1702, Los Angeles, CA 90013, addressed as follows: '

Deborah S. Maddocks

" Vice President-Finance
Paula Financial

87 E. Green Street, Suite 206
" Pasadena, California 91105

Jeff Snider

Chairman & CEO

Paula Financial

87 E. Green Street, Suite 206
Pasadena, California 91105

I declare under penalty of perjury under the laws of the State of California the foregoing is true
and correct and that this declaration was executed on October 21, 2009, at Los Angeles,
California. '

Kathi Palacios { v L /‘f/ '
Declarant ) ¥ Signature

LA2002CV0579
60482415.doc



DECLARATION OF SERVICE BY U.S. MAIL

Case Name: Insurance Commissioner of tﬁe State of California
v. Paula Insurance Company

No.: BS075685

I declare:

I am employed at CDV Y MW I am 18 years of age or older and not a party to this matter. At
the direction of the Conservation and Liquidation Office on _IMAY#HT 24 201), 1 served the
attached Notice of Motion by placing a true copy thereof enclosed in a sealed envelope with
postage thereon fully prepaid at (location) , addressed as follows:

(Attach service List)

I declare under penalty of perjury under the laws of the State of California the foregoing is true
and correct and that this declaration was executed on .2 J Date %Ww%’)‘", 2ot in San
Francisco, CA

bort asa/epaons 2 R

Declarant ¢/ Sigiatdre
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