BN S R NS

O 1 O i

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

XAVIER BECERRA ‘
Attorney General of California
KAREN W. Y1U
Supervising Deputy Attorney General
State Bar No. 230710
1515 Clay Street, 20th Floor
P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 879-1245
Fax: (510) 622-2270
E-mail: Karen.Yiu@doj.ca.gov

ROBERT H. NUNNALLY, JR.
State Bar Number 134151
Wisener * Nunnally * Roth, L.L.P
245 Cedar Sage, Suite 240
Garland, Texas 75040

Telephone: (972) 530-2200

Fax: (972) 530-7200

Email: Robert@wnrlaw.com

Attorneys for Applicant Insurance
Commissioner of the State of California as
Liquidator of Western Employers Insurance
Company

ELECTRONICALLY
FILED

Superior Court of California,
County of San Francisco

07/16/2019
Clerk of the Court
BY: JUDITH NUNEZ
Deputy Clerk

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

WESTERN EMPLOYERS INSURANCE
COMPANY,

Respondent.

Case No. CPF-97-984281

APPLICANT INSURANCE
COMMISSIONER’S NOTICE OF
MOTION AND MOTION FOR
APPROVAL OF SECOND INTERIM
DISTRIBUTION

Date: August 19, 2019

Time; 9:30 a.m.

Dept: 302

Judge: Honorable Ethan P. Schulman
Resv. No.: 06130819-06

|

Applicant Insurance Commissioner’s Notice of Motion and Motion for Approval of

Second Interim Distribution (CPF-97-984281)




[a—

N [\S) N [\ [\ N N [\ N = — — p—k ot —_ —_ —_ —_— —
o0 ~ @) (9;] ELN W [\ poemd (e O o] ~ (@) (9] EEN w N — <o

O &0 N o o RWDN

TO RESPONDENT AND ITS ATTORNEYS OF RECORD, ALL POLICYHOLDERS,
CREDITORS, INSURANCE GUARANTY ASSOCIATIONS AND OTHER INTERESTED
PARTIES: |

PLEASE TAKE NOTICE THAT on August 19, 2019 at 9:30 a.m., or as soon thereafter as
this matter may be heard, in Department 302 of the above-entitled court located at 400 McAllister
Street, San Francisco, California, applicant Insurance Commissioner of the State of California
(“Commissioner;’) as Liquidator of Western Employers Insurance Company will, and héreby
does, apply to the Court for an order approvinga second interim distribution. The Commissioner
proposes a total interim distribution of $62,846,995.79 to policyholder-class claimants (Class 2)
and general creditors (Class 7) who have approved claims that were resolved by June 30, 2019,
Under the proposed distribution, these claimholders will receive payments of up to.100 percent of
the principal amounts of their respective approved claims, plus seven-percent interest. The
recipients and individual amounts are described in Exhibit “A” to the supporting declaration of
John Battle, The Commissioner further respectfully requests that the Court authorize him to take
any action necessary to effectuate the proposed distribution.

This motion is based on this notice of motion and motion, the memorandum of points and
authorities, and the declarations of John Battle and Raymond J. Minehan concurrently filed
herewith; all papers and pleadings on file in this matter; such other and further evidence as is
permitted by the Court at the time of the hearing; and such oral argument as may be presented at

the hearing.

Dated; July ik, 2019 Respectfully Submitted,

XAVIER BECERRA
Attorney General of California

ot (’?\ —
KAREN W, YI ]

- Supervising Deputy Attorney General
Attorneys for Applicant Insurance
Commissioner of the State of California as
Liquidator of Western Employers
Insurance Company

SF2003CV0729
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INTRODUCTION

Applicant Insurance Commissioner of the State of California, as Liquidator (“Liquidator”)
of Western Employers Insurance Company (“WEIC”), moves for an order approving a second
interim distribution to holders of approved claims under Insurance Code section 1033,
subdivisions (a)(1) and (a)(2). The Liquidator seeks approvél of a second interim distribution to
policyholder-class claimants (Class 2) and general creditors (Class 7) who have approved claims
that were resolved by June 30, 2019. The Liquidator proposes paying these claimholders up to
100 percent of the principal amount of each of these approved claims, plus interest. The
Liquidator proposes distributing $62,846,995.79 in total. The recipients and individual amounts
are set forth on Exhibit “A” to the declaration of John Battle (“Battle Decl.”) filed in support of
this motion. The WEIC estate contains sufficient assets to pay the distribution and reserves to
conclude this liquidation. . The distribution will be a significant step toward completing this
liquidation. The Liquidator respectfully requests that the Court order a second interim
distribution as proposed in this motion.

FACTUAL BACKGROUND

WEIC was domiciled in California and licensed to transact business in 38 states. (Battle
Decl., § 3.) After four years of being in run-off liquidation, WEIC determined it could no longer
continue the run-off without the assistance of the California Department of Insurance. Since
April 19, 1991, WEIC has been in liquidation.” (Battle Decl., § 4.)

WEIC primarily wrote workers’ compensation business and general liability business. The
workers’ compensation business consists of business covered by state insurance guaranty
associations (“IGA”), pursuant to statute. The general liability business includes claims covered
by guaranty associations, claims not covered by guaranty associations, and a large number of
claims partially covered by guaranty associations, The general liability claims include a
substantial number of claims for coverage for toxic tort matters, such as asbestos and
environmental claims, (Battle Decl., §5.) Western Employers underwrote a variety of property

and casualty insurance business, including long-tail occurrence policies where policyholders have

2
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been subject to extensive litigation associated with claims that exceed state guafanty fund limits
or were altogether not covered. (Battle Decl., §6.)

The initial claims bar date for the WEIC estate was November 15, 1991. The Liquidator
received 9,608 proofs of claims by the claims bar date, of which 4,966 were in lines of business
other than workers’ compensation. (Battle Decl., § 7.)

On October 8, 2015, the Court approved the first interim distribution of nearly $19 million
for payment of 60 percent of the approved principal amount of eaéh of the claims approved as on
June 30, 2015. The Court also approved an early access payment of over $35 million to IGAs
under Insurance Code section 1035.5.

Significan{ progress has been rﬁade in winding up the claims against WEIC. With the help
of his Conservation and Liquidation Office, the Liquidator has collected assets of WEIC and
adjusted proofs of claims. (Battle Decl., §8.) As of May 31, 2019, the WEIC estate has
$103,983,981 in available assets. (Declaration of Raymond J, Minehan in Support of Motion for
Approval of Second Interim Distribution (“Minehan Decl.”), Ex. A [Statement of Assets and
L'iabilities] & 9 3.) Asof March 31, the WEIC estate has $44,182,401 in liabilities. (Minehan
Decl., Ex. A & 9 3.) Based on the WEIC estate’s assets and liabilities, the Liquidator is now in a
position to make the proposed second interim distribution upon approved claims. (Minehan
Decl., §3.) With only one open pdtgntial proof of claim that has not been resolved, at present, the
asset and claims picture is sufficiently certain to permit a recommendation of a second interim
distribution to approved policyholder-class claimants and general creditors. (Battle Decl., §9.)

ARGUMENT
L. THE COURT SHOULD APPROVE THE PROPOSED INTERIM DISTRIBUTION

A.  The Commissioner Is Authorized to Make the Proposed Interim
Distribution.

The purpose of insurance insolvency proceedings is to ensure the orderly and equitable
distributions of assets of the insolvent insurer to those entitled to share in those assets. In re Title
USA Ins. Corp. (1996) 36 Cal.App.4th 363, 372, Insurance Code sections 1025, 1033 and 1057

contemplate a ratable distribution according to the priority statute. Commercial National Bank v.
3
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Superior Court (1993) 14 Cal.App.4th 393, 398. More specifically, Insurance Code section 1033,
subdivision (a) authorizes the payment of claims to appfoved claims holders. Under Insurance
Code section 1037, the Commiissioner as liquidator has the power to compromise or make partial
payments on the claims.

The goal of these statutory provisions is to authorize the Commissioner to exercise the
power to do what is required to effect a liquidation in a manner which best serves the public
interest, and the interests of policyholders and other interested individuals and entities. California
case law supports the broad exercise of authority exercised by the Commissioner when he is
conserving, rehabilitating, and/or liquidating insurance companies. For éxample, inlnre
Executive Life Insurance Company (1995) 32 Cal. App.4th 344, the Court of Appeal noted that
when the Commissioner acts as a conservator, the Commissioner “exercises the state’s police
power to carry forward the public interest and to protect policyholders and creditors of the
insolvent insurer.” (Id. at p. 356.) The Court of Appeal recognized that the Commissioner is
vested with broad discretion and serves as a trustee for the benefit of all credits and other persons
interested in the insolvency estate, and that the exercise of discretion should be neither arbitrary
nor improperly discriminatory. (/bid.) Thus, “[t]he trial court reviews the Commissioner’s
actions under the abuse of discretion standard. . . .: was the action arbitrary, i.e. unsupported by a
rational basis, or is it contrary to specific statute, a breach of the fiduciary duty of the conservator
as trustee, or.improperly discriminatory?” (Id. at p. 358 [citations omitted].)

The standard of review used to examine the Commissioner’s exercise of discretion may
also be used to evaluate the propriety of the Commissiéner’s request to make the proposed second
interim distribution. As shown below, the proposed payments are an appropriate exercise of the

Liquidator’s discretion.

B. The Liquidator Appropriately Exercises His Discretion in Proposing the
Second Interim Distribution.

The Commissioner as Liquidator believes that the proposed distributions are in the best
interests of the policyholder claimants and general creditors of the WEIC estate, and that his

decision to make these payments is a rational and appropriate exercise of his discretion. (See
4
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Battle Decl., § 10.) Since liquidation, the Liquidator ﬁas diligently adjusted proofs of claims and
collected WEIC’s assets. The Court previously approved an initial interim distribution which
contemplated the use of interim payments to ensure that those with approved claims received
appropriate distributions even while the resolution of the remaining claims continued. Now, the
Conservation and Liquidation Office has calculated that an interim disfribution can be made to
those with approved claims. As of May 31, 2019, the WEIC estate has $103,983,981 in available
assets and $44,182,401 in liabilities. (Minehan Decl., Ex. A & §3.) The projected payments
total $62,846,995.79 (Battle Decl., § 8 & Ex. A), which will bring each approved policyholder-
class claimant (Class 2) to 100 percent payment of the principal amount of the approval claims,
provide each general creditor (Class 7) with a 100 percent payment of the principal amount, and
pay all claimants seven percent interest on their approved claims calculated from the date the
claim was liquidated through the projected date of distribution of October 18, 2019. (Minehan
Decl., § 5 & Ex. B.) The claims the Commissioner proposes to include in the interim distribution
were approved by June 30, 2019.! The WEIC estate is in a position to make the proposed second
interim distribution upon approved claims. (Minehan Decl., § 3.)

The Liquidator’s interim distribution approach ensures that as the last claims are liquidated,
the claimants whose claims have been previously approved have been able to receive a further
substantial distribution on their claims. As to the claims approved since the last distribution,
those claimants will also receive a substantial, and in their case, initial, distribution. The
mpethodology for the interim distributions is to ensure that sufficient sums exist to permit the
distributions proposed to be made, while ensuring that the funds to remain in the estate far exceed
the anticipated funds necessary to deal with the few open outstanding claims and the present and
future costs of administration.

As shown in the supporting declarations, the proposed second interim distribution will

provide for sufficient reserves to remain for the conclusion of the liquidation. At present, only

! The approval of two of the claims, one held by Mine Safety Appliances Company, LLC
and the other by the United States, are subject to the Court’s approval. The Commissioners have
filed motions for approval of the respective agreements entered into with those two claimants,
currently also scheduled for hearing on August 159, 2019,

Applicant Insurance Commissioner’s MPA in Support of Motion for Approval of
Second Interim Distribution (CPF-97-984281)
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one open potential proof of claim remains unresolved. The United States has notified the
Insurance Commissioner that it wishes to review the policy for insured Pioneer Metal Finishing
Inc., which may or may not result in an effort on its part to assert a proof of claim. The policy in
issue involves a $2,000,000 limit. (Battle Decl., §9.) The estimated remaining assets after the
proposed disfribution is projected to be about $41,136,985. (Minehan Decl., Ex. B & §4.) Thus,
even if the WEIC estate will become liable for that claim, the estate would have sufficient assets
after the proposed interim distribution to make those payments and the interest payments in full,
with substantial funds remaining in the estate after such payment. (Battle Decl., §9.) The
remaining funds in the estate will permit the estate to be wound up and closed and to provide a
reserve for unexpected or unknown contingencies.

Furthermore, the Commissioner’s request to pay interest on the approved proofs of claim
from the date that the Commissioner determines that each claim was liquidated is appropriate
because the assets of WEIC will support the payment of interest to claimants while still reserving
sufficient assets for addressing the remaining potential claim. (See Minehan Decl., Ex. B& 914
The Commissioner’s request is consistent with McConnell v. Pacific Mutual Life Ins. Co. (1962)
205 Cal.App.2d 469, 477. In that case, relying upon the California Supreme Court case of Greva
v. Rainey (1935) 2 Cal.2d 338, the Court of Appéal approved payment of interest by the
Liquidator to holders of approved, liquidated proofs of claim until the claimant has received the
principal amount of their claims. (McConnell, supra, 205 Cal.App.2d at p. 480.) Similarly,
Insurance Code section 1033, subdivision (f) expressly provides that neither Class 8 creditors
(holders of claims payable only from the surplus) nor the Class 9 equity holders may be paid until
other creditors in Classes 3 through 7 have been paid interest. The interest rate of seven percent,
established under article XV, section 1 of the California Constitution, is “the appropriate measure
of the benefit earned by policyholders who did receive interim payments.” (In re Executive Life
Ins. Co., supra, 32 Cal.App.4th at p. 394.) The Commissioner as Liquidator respectfully request

that this Court approve the proposed second interim distribution.

6
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CONCLUSION

The progress of this liquidation resulted in the collection of substantial assets and the

resolution of all except one potential claim. Sufficient assets exist to make a substantial

distribution to the approved claimants. Accordingly, the Commissioner respectfully requests the

Court to approve these distributions and enter an order:

(1) Approving the Liquidator’s proposed second interim distribution to policyholder-

class claimants (Class 2) and general creditors (Class 7); and

(2)  Authorizing the Commissioner as Liquidator to take any action necessary to

accomplish the purposes of the order prayed for herein.

Dated: July 1b 2019

SF2003CV0729
91125274.docx

Respectfully Submitted,

XAVIER BECERRA
Attorney General of California

'KAREN W. Y1U
Supervising Deputy Attorney General
Attorneys for Applicant Insurance
Commissioner of the State of California as

Liquidator of Western Employers
Insurance Company

7

Applicant Insurance Commissioner’s MPA in Support of Motion for Approval of
Second Interim Distribution (CPF-97-984281)




—

NN N NN NN NN e e e e e ma e e
o T« Y S R = I o B - L N e Y R RS S

© WV 0 1 O ot A W N

XAVIER BECERRA
Attorney General of California
KAREN W, Y1U
Supervising Deputy Attorney General
State Bar No. 230710
1515 Clay Street, 20th Floor
P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 879-1245
Fax: (510) 622-2270
E-mail: Karen.Yiu@doj.ca.gov

ROBERT H. NUNNALLY, JR.
State Bar Number 134151
Wisener * Nunnally * Roth, L.L.P
245 Cedar Sage, Suite 240
Garland, Texas 75040

Telephone: (972) 530-2200

Fax: (972) 530-7200

Email: Robert@wnrlaw.com

Attorneys for Applicant Insurance
Commissioner of the State of California as
Liquidator of Western Employers Insurance
Company

ELECTRONICALLY
FILED

Superior Court of California,
County of San Francisco

07/16/2019
Clerk of the Court
BY: JUDITH NUNEZ
Deputy Clerk

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA, :

Applicant,

\L

WESTERN EMPLOYERS INSURANCE
COMPANY,

Respondent.

Case No. CPF-97-984281

DECLARATION OF JOHN BATTLE IN
SUPPORT OF INSURANCE
COMMISSIONER’S MOTION FOR
APPROVAL OF SECOND INTERIM
DISTRIBUTION

Date: August 19, 2019

Time: 9:30 a.m.

Dept: 302

Judge: ‘Honorable Ethan P. Schulman
Resv. No.: 06130819-06

1

Declaration of John Battle ISO Insurance Commissioner’s Motion for Approval of

Second Interim Distribution (CPF-97-984281)




Ao - I e 7 T ~ N S B O R

N N N N RN NN N N o e e e e e e e e
== = T e L e S R ~~ TN T - I B e Y & T O % B S T

I, John Battle, declare as follows:

1. Tam make this declaration in my official capacity as the Chief Claims Officer at the
California Insurance Commissioner’s Conservation and Liquidation Office (“CLO”). I have been
in that role for 14 years. I have over 50 years of experience in handling claims, the last 19 years
being in a liquidation environment. I have personal knowledge of the matters contained in this
declaration and, if called upon as a witness to teétify, I could and would competenﬂy testify to
them.

2. Tam familiar with the documents and files maintained by the CLO pertaining to the
records of Western Employers Insurance Company (“WEIC”) and claims made against WEIC.

3. WEIC was originally a New York-domiciled insurer known as Leatherby Insurance
Company, and was re-domesticated to California in the late 1970’s. The .company was licenéed
in 38 states.

4. After four years of being in run-off liquidation, WEIC determined it could no longer
continue the run-off without the assistance of the California Department of Insurance. WEIC has
been in liquidation since April 19, 1991, The Insurance Commissioner was appointed Liquidator
of WEIC (“Liquidator”) under Insurance Code section 1016.

5. WEIC primarily wrote workers’ compensation business and general liability business.
The workers’ compensation business consists of business which is covered by state insurance
guarénty associations, pursuant to statute. The general liability business includes claims which
are covered by guaranty associations, claims which are not covered by guaranty associations, and
a large number of claims which are partially covered by guaranty associations. The general
liability claims include a substantial number of claims for coverage for toxic tort matters, such as
asbestos and environmental claims.

6.  WEIC wrote coverage on very long-tail exposures (asbestos, tobacco, etc.) and its
policyholders have been subject to extensive litigation associated with claims that exceed state

guaranty fund limits or were altogether not covered.

2
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7.  The initial claims bar date for WEIC was November 15, 1991. The Liquidator

- received 9,608 proofs of claims by the claims bar date, of which 4,966 were in lines of business

other than workers’ compensation.

8.  The claims adjustment process has progressed substantially. The Liquidator
successfully recovered substantial assets for WEIC, and is now in a pos.ition to make a further
substantial interim distribution upon claims. The Liquidator proposes a second interim
distribution that will result in payfnent of 100 percent of the principal amount of each approved
claim held by a policyholder-class claimant (Class 2) or general creditor (Class 7) and resolved by
June 30, 2019. The projected total payment for the second interim distribution will be
$62,846,995.79, assuming the distribution will be scheduled for October 18, 2019, The
individual payments by proof of claim number are listed in Exhibit “A” to this Declaration, which
is attached and incorporated herein by reference. Based upon the claims projections and the
outstanding claims, this sum may be distributed without any projection of any feasible scenario in
which the distribution will be preferential.

9. At present, only one open potential proof of claim remains unresolved. The United
States has notified the Insurance Commissioner of a review of a potential claim as to a policy
issued to insured Pioneer Metal Finishing, Inc. While the Insurance Commissioner already
rejected the insured’s proof of claim, the pblicy in issue involves a $2,000,000 limit. Currently,
this claim is disputed. Even if it proves to be payable, due and owing, based on the financial
documents prepared by the CLO’s accounting personnel and on Raymond Minehan’s declaration
which [ understand is also being submitted in support of this motion, the WEIC estate would have
sufficient assets after the proposed interim distribution to make those payments and the interest
payments in full, with substantial funds remaining in the estate after such payments.

10. As the CLO’s Chief Claims Ofﬁcef, I believe that the proposed second interim
distribution upon claims is reasonable and in the best interests of the public, WEIC’s
"

/!

"
3
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policyholders and claimants, and the insurance guaranty associations,
I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and cotrect and that I execute this declaration on the [ Sth  day of July,

2019 at San Francisco, California.

Sty

John Battle
ief Claims Officer, CLO

C

SF2003CV0729
91125570.docx
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EXHIBIT A



Class 2 (Non-IGA)

Proof of
Claim Interim Distribution Approved 2019 Distribution

Number Approved Amount Paid 11/12/15 Amount Owed Interest Amount
8427 5,000,000.00 3,000,000.00 2,000,000.00 1,572,027.40 3,572,027.40
9990 3,791.67 2,275.00 1,516.67 1,185.58 2,702.25
10403 767,791.80 0.00 767,791.80 59,929.83 827,721.63
14336 5,000,000.00 3,000,000.00 2,000,000.00 2,068,739.73 4,068,739.73
14401 480,000.00 0.00 480,000.00 37,466.30 517,466.30
14590 700,000.00 420,000.00 280,000.00 487,234.52 767,234.52
14591 1,500,000.00 900,000.00 600,000.00 1,044,073.97 1,644,073.97
18692 1,475,000.00 885,000.00 590,000.00 812,817.95 1,402,817.95
20799 700,000.00 420,000.00 280,000.00 213,237.26 493,237.26
20824 5,000,000.00 3,000,000.00 2,000,000.00 1,572,027.40 3,572,027.40
22506 3,786,866.00 2,272,119.60 1,514,746.40 1,003,239.37 2,517,985.77
25374 1,500,000.00 900,000.00 600,000.00 503,252.05 1,103,252.05
27450 1,400,000.00 1,200,000.00 200,000.00 795,852.05 995,852.05
27968 496,516.00 297,909.60 198,606.40 131,920.90 330,527.30
27969 496,516.00 297,909.60 198,606.40 131,920.90 330,527.30
29091 4,000,000.00 2,400,000.00 1,600,000.00 1,384,964.38 2,984,964.38
1672 950,000.00 0.00 950,000.00 111,319.18 1,061,319.18

640057 2,200,000.00 0.00 2,200,000.00 71,726.03 2,271,726.03
25572 1,250,000.00 0.00 1,250,000.00 36,917.81 1,286,917.81

$36,706,481.47

$18,995,213.80

$17,711,267.67 $12,039,852.60

$29,751,120.27



Class 2 Guaranty Funds

Guaranty Fund

ARIZONA PROP & CAS GTY FUND
INDUSTRIAL COMMISSIONS OF AZ

PENNSYLVANIA INS GTY ASSOC-ATT: STEPHEN PERRONE
PENNSYLVANIA WORKERS COMPENSATION SECURITY FUND

NEW JERSEY PROP & LIAB INS GTY

NEW JERSEY WORKERS COMPENSATION SECURITY FUND

OHIO INSURANCE GUARANTY ASSOC
WEST VIRGINIA INS GTY ASSN
CONNECTICUT INS GUARANTY ASSOCIATION

DISTRICT OF COLUMBIA INS GUARANTY FUND MGMT

MASSACHUSETTS INS GUARANTY FUND MGMT
MAINE INS GUARANTY FUND MGMT

NEW HAMPSHIRE INS GUARANTY FUND MGMT
RHODE ISLAND INS GUARANTY FUND MGMT
VIRGINIA INS GUARANTY FUND MGMT
VERMONT INS GUARANTY FUND MGMT
COLORADO INS GUARANTY FUND SERVICES
KANSAS INS GUARANTY FUND SERVICES
MONTANA INS GUARANTY FUND SERVICES
ALABAMA INS GUARANTY ASSOC

ALASKA INS GUARANTY ASSOC

ARKANSAS PROP & CASUALTY GTY FUND
CALIFORNIA INS GUARANTEE ASSOC
FLORIDA WC INSURANCE GTY ASSOC
GEORGIA INSURERS INSOLVENCY

HAWAII INS GUARANTY ASSOC

ILLINOIS INS GUARANTY ASSOC

INDIANA INS GUARANTY ASSOC

IOWA INS GUARANTY ASSOC

KENTUCKY INS GUARANTY ASSOC
LOUISIANA INS GUARANTY ASSOC
MARYLAND PROP & CAS INS GTY

MICHIGAN PROP & CAS GTY ASSOC
MINNESOTA INS GUARANTY ASSOC
MISSOURI INS GUARANTY ASSOC

NEBRASKA INS GUARANTY FUND SERVICES
MISSISSIPPI INS GUARANTY ASSOC

NEW MEXICO PROP & CAS INS GTY

NORTH CAROLINA INS GTY ASSOC

NEW YORK LIQUIDATION BUREAU
OKLAHOMA PROP & CAS INS GTY

OREGON INS GUARANTY ASSOC

SOUTH CAROLINA PROP & CAS GTY
TENNESSEE INS GUARANTY ASSOC

TEXAS PROP & CAS INS GUARANTY ASSOC
UTAH PROP & CAS INS GTY ASSOC
WASHINGTON INS GUARANTY FUND SERVICES
WISCONSIN INS SECURITY FUND

SOUTH DAKOTA P&C IGA

Claim

Number

29570
29571
29572
29573
29574
29575
29576
29577
29578
29579
29580
29581
29582
29583
29584
20585
29586
29587
29588
29591
29592
29593
29595
29596
29597
29598
29599
29600
29601
29602
29603
29604
29605
29606
29607
29608
29610
29611
29612
29613
29614
29615
29616
29617
29618
29619
29620
29621
640053

Approved
Amount

65,283.08
10,416,643,38
227,691.00
2,035,296.85
1,716,365.26
3,259,776.56
212,088.33
49,127.03
2,085,641.00
161,837.75
3,898,688.64
376,325.42
8,046,897.61
9,928.43
453,751,01
149,649.87
323,983.00
394,935.03
2,022.00
272,800.54
674,00
68,680.78
47,982,845.62
6,054,149.85
494,323.78
56,703.39
437,077.76
5,140.00
4,735.87
399,31155
42,988.34
263,356.56
29,800.00
13,707.68
5,717.13
43,863.57
310,588,70
128,552.88
11,077.69
15,440,912,00
1,132.84
6,036,058.35
36,865.13
246,117.81
7,028,994.19
189,893.00
5,392.00
36,744.55
4,602.21

$119,538,739.02

Deposits and
Early Access

0.00
2,194,347.68
0.00

0.00
263,588,00
0.00

0.00
62,437.00
2,406,352.54
10,679.00
2,856,058.44
49,805.00
376,766.00
2,318.00
302,918.00
14,662.00
12,758.00
47,035,00
0,00
60,958.00
0.00
68,680.78
49,887,994.67

568,320.00

0.00
6,712.00
715,990.00
0.00

0.00
6,751.00
21,900,00
263,357.00

© 29,800.00
13,708.00
5,439,63
0.00
46,872,00
135,552.57
11,078,00
1,102,009,00
1,133,00
6,698,121.74
36,865.13
143,522.00
839,611.00
21,664.00
0,00

0.00

0.00

$69,285,765,18

Distribution Approved Amount

Payment

52,226,00
4,740,388,32
182,152.80
1,628,237.48
1,109,228,98
2,400,108.62
64,734.66
0,00

0.00
118,791.20
0.00
251,255.34
4,571,846,00
5,624.74
60,081,81
105,057.90
246,428.40
0.00
1,617.60
156,695.67
539,20

0.00

0.00
4,434,000,00
350,466,00
38,650,71
0,00
4,112,00
3,788.70
240,890.69
12,490.67
0.00

0.00

0.00

0.00
35,090.86
146,759.00
0.00

0.00
11,350,720.60
0.00

0,00

0.00
53,372.25
2,538,710.00
130,250.40
4,313,60
29,395.64
3,681,77

$35,071,707.61

Balance Owed

13,057.08
3,481,907.38
45,538,20
407,059.37
343,548.28
859,667.94
147,353.67
0.00

0.00
32,367.55
1,042,630,20
75,265.08
3,098,285.61
1,985.69
90,750.20
29,929.97

" 64,796.60
347,900.03
404,40
55,146.87
134,80

0.00

0.00
1,051,829.85
143,857.78
11,340.68
0.00
1,028.00
947.17
151,669.86
8,597.67
0.00

" 0.00

0.00

277.50
8,772.71
116,957.70
0.00

0.00
2,988,182.40
0.00

0,00

0.00
49,223.56
3,650,673.19
37,978.60
1,078.40
7,348,91
920.44

$18,368,413.34

Interest

8,015.46
408,003.23
35,728.15
926,333,30
118,015.90
230,814.95
63,968.62
0.00

0.00
75,647.42
130,771.54
151,353.86
388,601.41
1,307.27
39,455.70
62,245.18
30,438.76
43,568.52
323.87
89,454.07
343.21
0.00

0.00
144,835,53
17,105.28
23,132.07
0.00
2,339.39
2,411.58
21,495.57
4,361,63
0.00

0.00

0.00
20245
22,336,05
16,575.95
0.00

0.00
2,096,153.26
0.00

0.00

0.00
24,358,11
527,197.22
24,945,33
2,432,37
16,723,70
2,094.62

$5,753,090,53

2019 Distribution
Amount

21,072.54
3,889,910,61
81,266.35
1,333,392,67
461,564.18
1,090,482,89
211,322.29
0.00

0,00
108,014.97
1,173,401.74
226,618.94
3,486,887.02
3,292,96
130,205.90
92,175.15
95,235.36
391,468.55
728.27
144,600,94
478,01

0.00

0.00
1,196,665.38
160,963.06
34,472,75
0.00
3,367.39
3,358.75
173,165.43
12,959,30
0.00

0.00

0.00

479.95
31,108,76
133,533,65
0,00

0.00
5,084,335,66
0.00

0.00

0.00
73,581.67
4,177,870.41
62,923.93
3,510,77
24,072.61
3,015.06

$24,121,503.87



Class 7

Proof of Claim 2019 Distribution
Number Approved Amount Interest Amount
29200 70.81 141.35 . 212,16
29202 1,618.62 3,231.16 4,849.78
29202 1,618.61 3,231.14 4,849.75
29204 19,403.21 38,733.59 58,136.80
29214 2,819.50 5,628.42 8,447.92
29215 325.00 648.78 973.78
29216 11,110.95 22,180.20 33,291.15
29218 15,080.05 30,103.50 45,183.55
29221 9,281.07 18,527.30 27,808.37
29223 5,242,50 10,465.32 15,707.82
29224 26,133.42 52,168.75 78,302.17
29225 11,175.61 22,309.27 33,484.88
29247 . 232.00 463.13 695.13
29251 5,415.05 10,809.78 16,224.83
29255 200.00 399.25 599.25
29271 552.80 1,103.53 1,656.33
29275 236,85 472.81 709.66
29279 905.38 1,807.36 ‘2,712.74
29279 905.39 1,807.38 2,712.77
29280 23,398.80 46,709.,77 70,108.57
29282 7,738.00 15,446.96 23,184.96
29288 78.00 155.71 233,71
29289 26,853.82 53,606.85 80,460.67
29290 1,078,70 2,153.35 3,232.05
29292 94.11 187.87 281.98
29295 1,378.23 2,751.29 4,129.52
29297 3,500.87 6,988.60 10,489.47
29302 82.00 163.69 245,69
29303 148.54 296.52 445.06
29305, 394,90 788.32 1,183.22
29312 165.40 330.18 495,58
25314 4,727.54 9,437.34 14,164.88
29318 2,855.10 5,699.48 8,554.58
29319 15,395.10 30,732.42 46,127.52
29320 194.20 387.67 ) 581.87
29321 5,412.20 10,804.09 16,216.29
29324 547.23 1,092.41 1,639.64
29326 8,021.42 16,012,73 24,034.15
29327 1,658.50 3,310.77 4,969.27
29332 2,228.77 4,449,17 6,677.94

29335 1,724,707.00 3,442,940.44 5,167,647.44



Proof of Claim

Class 7 (page 2)

2019 Distribution

Number Approved Amount Interest Amount
29342 490,75 979.66 1,470.41
29349 470.00 938.24 1,408.24
29350 7,377.69 14,727.69 22,105.38
29354 5,261.83 10,503.91 15,765.74
29355 30.00 59.89 89.89
29364 4,632,50 9,247.61 13,880.11
29366 21,241.90 42,404.07 63,645.97
29374 390.10 778.74 1,168.84
29452 5,000.00 9,981.23 14,981.23
29453 54,895.47 109,584.89 164,480.36
29456 666,00 1,329.50 1,995.50
29470 5,189.00 10,358.52 15,547.52
29537 588.00 1,173.79 1,761.79
29539 26,595.01 53,090.20 79,685.21
29546 1,334.50 2,663.99 3,998.49
29548 5,550.50 11,080.17 16,630.67
29549 36,122.91 72,110.24 108,233.15
29550 4,975.71 9,932.74 14,908.45
29553 889.74 1,776.14 2,665.88
29554 348.74 696.17 1,044.91
29556 21,645.21 43,209.18 64,854.39
29559 24.41 48.73 73.14
29561 630,000.00 1,257,635.34 1,887,635.34
29564 5,609.78 11,198.50 16,808.28
29566 3,319.85 6,627.24 9,947.09
29567 1,666.66 3,327.06 4,993.72
29567 1,666.67 3,327.08 4,993.75
29567 1,666.67 3,327.08 4,993.75
29688 7,137.03 14,247.27 21,384.,30
29689 126.00 251.53 377.53
29699 104.00 207.61 311.61
29849 3,769.83 7,525.,51 11,295.34
29850 7,310.70 14,593.96 21,904.66
29879 100,000.00 199,624.66 299,624.66
30115 1,268.20 2,531.64 3,799.84
30152 589.59 1,176.97 1,766.56
30158 1,294,72 2,584.58 3,879.30
30230 24,695.82 49,298.95 73,994.77
30230 24,695.82 49,298.95 73,994.77
30230 24,695.,82 49,298.95 73,994.77
30238 3,799.16 7,584.06 11,383.22
30312 4,138.96 8,262.38 12,401.34
30315 227.71 454.57 682.28
30433 350.00 698.69 1,048.69
30434 366.43 731.48 1,097.91

$2,995,204.64

$5,979,167.01

$8,974,371.65
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I, Raymond J. Minehan, declare as follows:

Date:
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August 19,2019
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Honorable Ethan P. Schulman

Resv, No.: 06130819-06
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1. Imake this declaration in my official capacity as the Chief Financial Officer at the
California Insurance Commissioner’s Conservation and Liquidation Office (“CLO”). I have
served as the Chief Financial Officer of the CLO since May 2005. Previously, I was a Chief

Financial Officer and Chief Administrative Officer at two investment banks. Prior to that, I spent

17 years, the last five of which as an audit partner, at Arthur Andersen & Co. 1hold a Bachelor

of Arts degree in finance from Golden Gate University.

2. My duties as the CLO’s Chief Financial Officer includes oversight of all of the CLO
Accounting Department and Human Resources Department. In addition, I am a member of the
Executive Committee of the CLO. As the CLO’s Chief Financial Officer, I supervise the
preparation of financial statements at the CLO, which are prepared in a systematic manner in the
ordinary course of business, with entries being made into those financial statements at or about
the time that the events described occur. I am familiar with the documents and files maintained
by the CLO pertaining to the records of Western Employers Insurance Company (“WEIC”) and
the assets and liabilities of the WEIC estate. I have personal knowledge of the matters contained
in this declaration and, if called as a witness, [ could and would competently testify to them.

3. Attach as Exhibit “A” is a true and copy of the Statement of Assets and Liabilities for
WEIC. This statement is a business record maintained as set forth in paragraph 2. The Statement
of Assets and Liabilities shows that as of May 31, 2019, the Liquidator has obtained
$103,983,981 in assets and the WEIC estate has $44,182,401 in liabilities. Based on the amount
of assets and liabilities, the Liquidator is now in a position to make a substantial second interim
distribution upon approved claims.

4. Attached as Exhibit “B3” is a summary of the proposed second interim distribution
that the CLO accounting department prepared at my direction for purposes of this motion.
Exhibit B, which is incorporated into this declaration, shows (1) the total available assets in the
WEIC estate, as of May 31, 2019, at $103,983,981; (2) the adjusted liabilities to be paid in the
proposed distribution, as of May 31, 2019 through the date of the filing of this motion with the
assumption that payment will be distributed on October 18, 2019, at $62,846,996; and (3) the

2
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estimated remaining assets after the proposed distribution at $41,136,985. The amounts are
rounded to the nearest dollar.

5. Indetermining the amount for the proposed second interim distribution, the CLO
considered the likely distribution amount and that the substantial assets which will remain after
the proposed distribution will provide a sufficient reserve for the remaining disputed claim, the
administration of the estate, and a reserve for uncertain contingencies. In the first interim
distribution in 20135, the policyholder-class claimants (Class 2) whose claims had been approved
by that time received a partial interim distribution of 60 percent of the principal amount of the
claims. The claimants which were insurance guaranty associations also received an early access
payment. In this proposed second interim distribution, each approved policyholder-class claimant
will be paid the sum necessary to bring each claimant to 100 percent payment of the i)rincipal
amount of the approved claim. In addition, all general creditors (Class 7) will receive distribution
of 100 percent of the principal amount of their approved claims. All claimants will also receive
interest at the rate of seven percent simple interest per annum on their approved claims calculated
from the date each claim was liquidated and running through the projected date of distribution of
October 18, 2019, |

6.  The financial records available to the CLO indicate that the proposed distributions
involve minimal or no risk of a preference, barring the unforeseen.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct and that I execute this declaration on the 15" day of July, 2019 at

Copn ) 00

Raymionid J, Minehan
Chief Financial Officer, CLO

San Francisco, California.

SF2003CV0729
91125712.docx
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Exhibit A

433 433 Western Employers Ins Co
STATEMENT OF ASSETS AND LIABILITIES
As of May 31, 2019

May 31
2019
ASSETS detail
Cash and Investments
12001 Participation in Pooled Investment 103,701,833
Cash and Investments 103,701,833
13015  Accrued Int & Div Receivable 282,149
Total Available Assets 103,983,981
LIABILITIES detail
Class 1: Payables and Accrued Expenses
25001 Due To/From Intercompany Acct (0)
Class 1 Liabilities 0)
Class 5: Losses, Reserves and non-IGA Claims
28006  Liability Due to GAs 119,538,739
20091  Other Class 5 Payable-GOLD 36,706,481
Class 5 Liabilities before Distributions 156,245,220
Early Access and Other Class 5 Distributions
28007  Advances to Guaranty Associations (61,008,023)
28097  Advances to Guaranty Associations-GOLD (35,071,708)
41095 Class 5 Distributions-GOLD (18,995,214)
Early access and other Class 5 distributions (115,074,945)
Class 4 Claims of the Federal Government
41002  Class 4 Distributions 59,669
Class 4 Liabilities (59,669)
Class 6: All Other Claims
30005 Reinsurance Payable 16,921
30098 Other Class 7 Liabilities-GOLD 2,995,205
Class 7 Liabilities 3,012,126
Total Estimated Liabilities 44,182,401
NET ASSETS (DEFICIENCY) 59,801,581

Note: This 1991 receivership was initiated prior to amendments to California
Insurance Code Section 1033. Prior to the amendments, policyholder claims were
Class 5 and general creditor claims were Class 6. The statutory change does not affect
the proposed amount to be distributed under either priority scheme.




Exhibit B
Distribution Summary

Total Available Assets as of May 31, 2019
Principal Claim liabilities to be paid

Estimated Interest to be paid through October 18, 2019

Estimated post distribution remaining assets

W N

103,983,981

(39,074,886)
(23,772,110)

RV

(62,846,996)

41,136,985
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Liquidator of Western Employers Insurance
Company
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Case No. CPF-97-98428 1

DECLARATION OF SERVICE

DECLARATION OF SERVICE (CPF-97-984281)




DECLARATION OF SERVICE BY U.S. MAIL

Case Name: Insurance Commissioner v. Western Employers Insurance Company
Case No.: CPF-97-984281

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; my business address is 1515 Clay Street, 20th Floor,
Oakland, CA 94612-0550.

On July 16,2019, I served the attached

APPLICANT INSURANCE COMMISSIONER’S NOTICE OF MOTION AND MOTION
FOR APPROVAL OF SECOND INTERIM DISTRIBUTION

APPLICANT INSURANCE COMMISSIONER’S MEMORANDUM OF POINTS AND
AUTHORITIES IN SUPPORT OF MOTION FOR APPROVAL OF SECOND
INTERIM DISTRIBUTION

DECLARATION OF JOHN BATTLE IN SUPPORT OF INSURANCE
COMMISSIONER’S MOTION FOR APPROVAL OF SECOND INTERIM
DISTRIBUTION

DECLARATION OF RAYMOND J. MINEHAN IN SUPPORT OF INSURANCE
COMMISSIONER’S MOTION FOR APPROVAL OF SECOND INTERIM
DISTRIBUTION

NOTICE OF PAYMENT FOR REPORTER'S FEES

by placing a true copy thereof enclosed in a sealed envelope with postage lhereon fully prepaid,
in the United States Mail at Oakland, California, addressed as follows:

Jack Hom, Esq.

Department of Insurance
Office of the Chief Counsel
45 Fremont Street, 24 Floor
San Francisco, CA 94105

Western Employer's Insurance Company
c/o Conservation and Liquidation Officec
P.O. Box 26894

San Francisco, CA 94126-0894



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 July 16, 2019, at Oakland, California.

Kelinda Crenshaw \ C!\»Z/\/’

Declarant , Signature

SF2003CV0729 -
91129607.docx
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XAVIER BECERRA
Attorney General of California
KAREN W. YU
Supervising Deputy Attorney General
State Bar No. 230710
1515 Clay Street, 20th Floor
P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 879-1245
Fax: (510) 622-2270
E-mail: Karen.Yiu@doj.ca.gov

ROBERT H. NUNNALLY, JR.

State Bar No. 134151

WISENER * NUNNALLY * ROTH, LLP
245 Cedar Sage Drive, Suite 240

Garland, Texas 75040

Telephone: (972) 530-2200

Facsimile: (972) 530-7200
Email: Robert@wnrlaw.com

Attorneys for Applicant Insurance
Commissioner of the State of California as
Liquidator of Western Employers Insurance
Company

ELECTRONICALLY
FILED

Superior Court of California,
County of San Francisco

07/22/2019
Clerk of the Court
BY: BOWMAN LIU
Deputy Clerk

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

WESTERN EMPLOYERS INSURANCE
COMPANY,

Respondent.

1

Case No. CPF-97-984281

SECOND DECLARATION OF SERVICE
RE APPLICANT INSURANCE
COMMISSIONER’S NOTICE OF
MOTION AND MOTION FOR
APPROVAL OF SECOND INTERIM
DISTRIBUTION

Date: August 19, 2019

Time: 9:30 a.m.

Dept: 302

Judge Honorable Ethan P. Schulman
Resv. No.:  06130819-06

Second Declaration of Service re Applicant Insurance Commissioner’s Notice of Motion and Motion for Approval of

Second Interim Distribution (CPF-97-984281)
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DECLARATION OF SERVICE BY U.S. MAIL

Case Name: Insurance Commissioner v. Western Employers Insurance Company
Case No.: CPF-97-984281

I DARIWVS MEY KA DEH |, declare that I am over 18 years of age and not a party to this
matter, and that my business address is4Bb MARKET STREET. SUTE i80. %F . CA 44105 .

On July 16, 2019, I mailed an envelope containing the following documents:

APPLICANT INSURANCE COMMISSIONER’S NOTICE OF MOTION AND MOTION FOR
APPROVAL OF SECOND INTERIM DISTRIBUTION

APPLICANT INSURANCE COMMISSIONER’S MEMORANDUM OF POINTS AND
AUTHORITIES IN SUPPORT OF MOTION FOR APPROVAL OF SECOND INTERIM
DISTRIBUTION

DECLARATION OF JOHN BATTLE IN SUPPORT OF INSURANCE COMMISSIONER’S
MOTION FOR APPROVAL OF SECOND INTERIM DISTRIBUTION

DECLARATION OF RAYMOND J. MINEHAN IN SUPPORT OF INSURANCE
COMMISSIONER’S MOTION FOR APPROVAL OF SECOND INTERIM DISTRIBUTION

NOTICE OF PAYMENT FOR REPORTER'S FEES

DECLARATION OF SERVICE

to each of the |b & names and addresses on the attached list. Each envelope was deposited in the
United States mail in San Francisco, CA in the county in which I am employed with all postage

thereon fully prepaid.

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 July (7], 2019, at San Francisco, California.

DAPIUS  MEYKADEH B e i
Declarant Signature
SF2003CV0729
91130747.doc
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Second Declaration of Service re Applicant Insurance Commissioner’s Notice of Motion and Motion for Approval of
Second Interim Distribution (CPF-97-984281)
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CERTIFICATE OF SERVICE

Case Name: Insurance Commissioner v. No. CPF-97-984281
Western Employers Insurance
Company

[ hereby certify that on July 22, 2019, I electronically filed the following documents with the
Clerk of the Court by using the CM/ECF system:

SECOND DECLARATION OF SERVICE RE APPLICANT INSURANCE
COMMISSIONER’S NOTICE OF MOTION AND MOTION FOR APPROVAL OF
SECOND INTERIM DISTRIBUTION

I certify that all participants in the case are registered CM/ECF users and that service will be
accomplished by the CM/ECF system.

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 July 22, 2019, at Oakland, California.

Kelinda Crenshaw / 4/&% M./

Declarant Signature
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91132637.docx
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