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ROBERT H. NUNNALLY, JR.

State Bar Number 134151
WISENERANUNNALLY#*GOLD, LLP
625 West Centerville Road, Suite 110
Garland, Texas 75041

(972) 840-9080

Fax (972) 840-6575

Attorneys for Insurance Commissioner

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

STEVE POIZNER, Insurance Commissioner ) Case No. C 572 724
of the State of California,

Applicant, Honorable John Shepard Wiley Jr.

S e’ Semget? “vagsrt” Saget”

VS.
) THE INSURANCE COMMISSIONER’S

MISSION INSURANCE COMPANY, a )STATUS CONFERENCE REPORT

California corporation, )AND UPDATED CLOSING PLAN

)
Respondent. ) Date: September 25, 2009
) Time: 8:30 a.m.
) Department 50
* Consolidated with Case Numbers )

)

C 576 324; C 576 416, ) Action Filed: October 31, 1985

C 576 323; C 576 325; C 629709 )
)

Steve Poizner, Insurance Commissioner of the State of California, in his capacity
as Trustee of the Mission Insurance Company Trust, the Mission National Insurance
Company Trust and the Enterprise Insurance Company Trust (“Insurance

Commissioner”), hereby submits this Status Report and advises the Court as follows:
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I Developments in the Case

During the last status conference, counsel for the Iﬂsurance Commissioner advised the
progress on the collection of sums under the proof of claim against the Holland-America
Insurance Company Trust. This proof of claim is expected to result in a recovery in excess of
fifty million dollars for the Mission Insurance Company Trust, which will then in turn be able to
pay claims of its own general creditors. The Missouri Receiver’s counsel advises that since the
last status report, the remaining proofs of claims have been wound up in the Holland-America
Insurance Company Trust estate, so that a motion to approve a distribution is immiﬁent. Coritrary
to the California Insurance Commissioner’s expectation, however, the distribution has not yet
been made. Counsel for Holland-America Insurance Company Trust advises that they hope to
make a motion to their Missouri receivership court for distribution so that funds are distributed
prior to year-end.

The case plan submitted in March by the undersigned projected an October 31, 2009
Motion to approve a further distribution. This motion will be delayed until the Missouri Receiver
makes its distributions.

II. The Remaining Wind-up Tasks: Collection of the Sums due to the Trusts and
Distribution of the Sums Collected to the Claimants

The case is in final wind-up pursuant to a closing order. This report will update status on
what will be required, when it will be required, and how it will be accomplished to complete the
winding-up.

A. The Collection of Sums due to the Trusts

In this case, substantial litigation to collect assets for the trusts has been completed. The
Trusts now are owed sums by a number of insolvent entities, which are themselves subject to
various proceedings throughout the world. The key sums due are as follows:

1. Holland-America Insurance Company Trust Claim

This Missouri company is one of the affiliates of the Mission Insurance companies, and is in
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Receivership proceedings in Missouri. Mission Insurance Company Trust has a substantial
approved claim in the Missouri receivership proceeding. As described above, the next key event
in this estate is this distribution. This is the most substantial remaining asset owed to the Mission

Insurance Company Trust. A 2009 distribution of this asset would permit a further distribution to

claimants.

Reinsurance Debtors Owe Sums to Mission Insurance Company Trust

The Mission Insurance Company Trust is owed money by insurers in rehabilitation or
liquidation. One substantial proof of claim is approved in the Centaur Insurance Compahy estate,
a rehabilitation in Illinois. The Conservation and Liquidation Office has been in touch with the
Illinois Special Deputy’s office to try to get a firm date for the likely distribution from Centaur,
but no firm date has yet been forthcoming. Another reinsurer, Universal Ruckversicherungs, is a
foreign insolvency in its final stages, is expected to make a further dividend in the near future.
Future reinsurance collections could exceed ten million dollars. No further information as to the
timing of these distributions has been received since the last status confcrence'.

B. The Timing Issues Posed by the Tax Concerns

The Mission estates are currently grantor trusts of subsidiaries of Covanta Holding
Corporation (“Covanta”). As a result, the income or loss allocable to the Mission estates is
included in the consolidated federal income tax return filed by Covanta. Under the Tax Sharing
Agreement between the Mission estates and Covanta, Covanta is liable to pay for all federal
income taxes allocable to the estates for taxable years beginning in 2004.

Nevertheless, under 31 U.S.C. 3713(a)(1)(A), a claim of the United States Government
shall be paid first when a taxpayer indebted to the government is insolvent and either (i) the
debtor makes a Volunfm'y assignment of property to some other party without retaining enough
property to pay all debts or (ii) an act of bankruptcy is committed. Under 31 U.S.C. 3713(b), a

representative of an insolvent taxpayer paying any part of a debt of a person or estate before
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paying a claim of the government is liable to the extent of the payment for unpaid claims of the
Government. Courts have interprelted this provision as causing personal liability on behalf of the
representative if the personal representative distributed assets of the estates which rendered the
estate insolvent and the distribution took place after the personal representative had notice or
knowledge of the unpaid claims of the U.S. See Allen v. Commissioner, T.C. Memo 1999-385
(1999). The Insurance Commissioner lacks notice of such claims. The Insurance Commissioner
believes that Covanta will be required to meet, and will meet, any unexpected contingencies
associated with Covanta’s primary obligation for taxes due. However, as a matter of
conservatism, the Insurance Commissioner has reserved against the contingency. Consequently,
the Mission Insurance Company Trust and Mission National Insurance Company Trust are
currently retaining assets on account of the possibility that additional federal income taxes will
be owed by the estates. In general, the statute of limitations on assessment closes three years
after the tax return was filed (whether or not such return was filed on the date prescribed by
law). Internal Revenue Code Section 6501. Corporate returns generally can be filed no later
than September 15™ for the previous taxable year for a corporate taxpayer maintaining its tax
records on the basis of a calendar year (which is the case for the parties involved). In general,
tax returns must be filed, despite the liquidation process, for all years ending with the taxable
year in which the final distribution is made. Internal Revenue Code Section 6012.

The Insurance Comimissioner continues to project that the most substantial portion of
these assets will be released by the estates and distributed to creditors no later than year-end
2011, and that most of the remaining amounts will be distributed in 2012 through 2014. As of
year-end 2014, the statute of limitations on assessment for federal income taxes will remain open
for 2011 and later taxable years. Some assets will still need to be available in the event there is
additional tax liability until the statute of limitations for 2014 has expired, but the Insurance
Commissioner believes he can develop a solution whereby the assets in question can be held, so

as not to prevent the estates from being closed as of year-end 2014, and hopefully even earlier.
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Therefore, it is anticipated that the Mission and Mission National estates can be closed by
year-end 2014, although as described above, it may be necessary to retain a minimal amount of
assets in the unlikely event that there is additional federal income tax liability until all of the
taxable years are closed for purposes of assessment by the Internal Revenue Service.

II1. Insurance Commissioner’s Time Line for Wind-up

Late 2009/early 2010) (revised from Qctober in light of the Missouri distribution

situation)}—Approval will be sought to distribute all sums collected in 2009 above tax and

closing reserves;

5. October 31, 2010: Approval will be sought to distribute all sums collected in 2009

above tax and closing reserves;

6. October 31, 2011: Approval of the Court to distribute the vast majority of the

remaining assets of the trusts shall be sought, as the tax contingencies will in the main have
expired.

7. Final reserve distribution: Assuming that no tax issues arise, a small sum will be

required to be reserved for potential tax issues as to which the statute of limitations has not yet
expired. This is projected to be a small fraction of the funds now being held, and current
projections are that this small fraction will be distributed either to claimants or to a trust for the
benefit of claimants by 2014.

IV, Financial Status of the Trusts

Attached as Exhibit “A” is a statement of assets and liabilities for the Trusts.
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Respectfully submitted,

WISEI\LE%\'UNNALLY*GOLD, LLP

Robert H. Nunnally, Jr,

625 West Centerville Road, Suite 110
QGarland, Texas 75041

(972) 840-9080
Facsimile:(972)840-6575
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CONSOLIDATED: Mission Ins Cos
STATEMENT OF ASSETS AND LIABILITIES
As of June 30,2008 -

. ASSETS

Cash and cash equivalents:
Unrestricted ’
Restricted

Participation in pooled investments, at market
Accrued investment income

Recoverable from reinsurers

Receivable from affiliates

Other receivable ‘

Total Available Assets

LIABILITIES
Secured claims
Accrued administrative expenses
Claims against policies, including guaranty
assoclations, before distributions
Early access and other Class 2 distributions
Payable to affiliates
All other claims
Totai Estimated Liabilities

NET ASSETS (DEFICIENCY)

FOR INTERNAL USE ONLY -
Ed Hahn x2106

672 170 540
Misslon Mission Natlonal Enterprise TOTAL
- - 126,600 128,600
580,500 - - 580,500
90,652,400 21,118,000 1,441,900 113,212,200
532,900 114,400 21,400 668,800
68,600,100 10,414,100 - 69,014,200
80,038,600 - - 80,038,600
- 133,200 - 133,200
230,404,500 31,779,700 1,589,800 263,774,100
1,852,000 1,886,800 641,800 4,380,700
77,585,200 15,867,900 580,100 94,033,200
846,832,600 596,098,500 120,573,400 1,563,504,500
(846,620,600)  (499,606,700)  (120,573,400)  (1,466,809,700)
78,724,300 36,075,900 35,556,300 150,356,500
178,127,300 {19,237,800) {4,775,400) 154,114,100
336,491,800 131,084,600 32,002,800 499,579,300
(106,087,300 {99,304,900) _ (30,413,000) . (235,805,200)

S:\Accounting\ACC \Estate Finance Group\Estats Fin SImis\EFS
138 :

2006\JDE fs2 EFS b&7x
8/1%2009 1:10PM
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PROOF OF SERVICE: By U.S. Mail
(Code Civ. Proc., §§ 1013, 2015.5)
STATE OF TEXAS, COUNTY OF DALLAS.

I am employed in the County of Dallas, State of Texas. I am over the age of 18 and not a party to the
within action; my business address is 625 West Centerville Road, Suite 110, Garland, Texas 75041.

Onthis date, I served the foregoing documents described as THE INSURANCE COMMISSIONER’S
STATUS CONFERENCE REPORT AND UPDATED CLOSING PLAN by placing a copy thereof
enclosed in sealed envelopes addressed as follows:

Sent via U.S. Mail to:

ATTACHED LIST

I am readily familiar with my employer’s practices of collection and processing correspondence for
mailing with the U.S. Postal Service and the above-referenced correspondence will be deposited with
the U.S. Postal Service on the same date as stated below, following the ordinary course of business.

X (State)  Ideclare under penalty of perjury under the laws of the State of California that the above
is true and correct.

(Federal) Ideclare that I am employed by the office of a member of the bar of this court at whose
direction the service was made.

Executed on September 10, 2009 at Garland, Texas.

Christine Med%ock




New York Liquidation Bureau

Attn: Mission - Nicholas L. Cremonese
123 William Street

New York, New York 10038-3889

John C. Craft, Esq.

Lathrop & Gage Law Offices
2345 Grand Blvd.Suite 2800
Kansas City, MO

General Counsel
GAF Corporation
1361 Alps Road
Wayne, NJ 07470

Dean Hansell, Esq.

Dewey & LeBoeuf LLP

333 South Grand Ave., Ste 2600
Los Angeles, CA 90071-1530

Mark Egerman, Esq.
9401 Wilshire Boulevard #500
Beverly Hills, CA 90212

Jennifer A. Brennan

Gilbert Heintz & Randolph LLP
1100 New York Ave., NW, Ste 700
Washington, DC 20005-3987

Stephen A. Marshali

Sonnenschein Nath & Rosenthal, L.L.P.

1221 Avenue of the Americas, 24™
Floor
New York, NY 10020-1089

Vernon K. Jones
29518 Rd. 156
Visalia, CA 93295

John E.V. Pieski, Esq.

Suite 400 Kane Building

116 North Washington Avenue
Scranton, PA 18501-0234

David G. Stone

Neal, Gerber & Eisenberg, LLP
2 N. LaSalle Street, Suite 2200
Chicago, IL 60602

John Horner .
Conservation & Liquidation Office
P.O. Box 26894

San Francisco, CA 94126

Pamela Webster, Esq.
Buchalter, Nemer, A Professional Corporation

1000 Wilshire Blvd., 15% Floor
Los Angeles, CA 90017

Eric Lipsitt, Esq.

Howard & Howard Attorneys, PC
39400 Woodward Ave Ste 101
Bloomfield Hills, MI 48304

C. Guerry Collins, Esq.

Lord, Bissell & Brook

300 South Grand Avenue, 8" Floor
Los Angeles, CA 90071

Stephan Mills, Esq.

Zemanek & Mills

11845 W. Olympic Blvd, Suite 625
Los Angeles, CA 90064

Richard D. Milone

Gilbert Heintz & Randolph LLP
1100 New York Ave, NW Suite 700
Washington, DC 20005

Michael W. Rhodes

Lathrop & Gage, LC

2345 Grand Blvd., Ste 2800
Kansas City, MO 64108-2684

Jordan Stanzler, Esq.
Stanzler, Funderburk, & Castellon, L.L.P.

2275 E Bayshore Rd Ste 100
Palo Alto, CA 94303-3222

David DeGroot, Esq.

Sheppard, Mullin, Richter& Hampton, LLP
Four Embarcadero Center, 17® Floor
San Francisco, CA 94111

Claudia M. Morehead, Esq.

Lewis Brisbois Bisgaard & Smith, LLP
650 Town Center Dr. Suite 1400

Costa Mesa, CA 92626

Robb Canning, Vice President
Guy Carpenter

One State Street, Suite 1500
Hartford, CT 06103

Jean L. Bertrand, Esq.

Morgenstein & Jubelirer

One Market Plaza, Spear St., 32d Fl
San Francisco, CA 94105

Scott Pearce

Conservation & Liquidation Office
P.0. Box 26894

San Francisco, CA 94126

Lawrence Mulryan

California Insurance Guarantee
700 N. Brand Blvd. #12TH-FL
Glendale, CA 91203-1247

Jack Hom, Esq.

California Dept. of Insurance
45 Fremont Street, 24® Floor
San Francisco, CA 94105

Michael L. Cioffi
Blank Rome, LLP
PNC Center 201 East Fifth St.,Ste. 1700

- Cincinnati, OH 45202

Amy Fink, Esq.

Howrey, Simon, Arnold &White, L.L.P.
550 S. Hope St., 14" Floor

Los Angeles, CA 90071

Robert M. Mason, I1I, Esq.
Bergman & Dacey, Inc.

10880 Wilshire Blvd., Suite 900
Los Angeles, CA.90024

David P. Schack

Kirkpatrick & Lockhart, L.L.P.
10100 Santa Monica Blvd., 7" Floor
Los Angeles, CA.90067

D. Douglas Shureen
McMillan & Shureen

50 Santa Rosa Ave., 5" Floor
Santa Rosa, CA 95404



Darrell J. Hieber, Esq.

Skadden, Arps, Slate, Meagher & Flom,L.L.P.

300 S. Grand Ave., Ste. 3400
Los Angeles, CA 90071

Kim Winter

Lathrop & Gage L.C.

2345 Grand Blvd., Ste. 2800
Kansas City, MO 64108-2684

Peter F. McAweeney

Morgan, Lewis & Bockius LLP
One Market, Spear Street Tower
San Francisco, CA 94105-1126

Gregory O. Eisenreich

Barger & Wolen LLP

633 W. 5th Street, 47th Floor
Los Angeles, California 90071

Burton C. Allyn, IV, Esq.
Johns & Allyn

1010 B. Street, Ste 350
San Rafael, CA 94901

Edward D. Chapin, Esq.
Chapin Wheeler, LLP

550 West C Street, Ste 2000
San Diego, CA 92101

James D. Scrimgeour, Esq.
St. Paul Travelers Companies, Inc.

One Tower Square
Hartford, CT 06101

Jeffrey M. Vucinich, Esq.

Clapp Moroney Bellagamba & Vucinich
1111 Bayhiil Dr., Ste 300

San Bruno, CA 94111
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