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1 TO ALL INTERESTED PARTIES AND THEIR ATTORNEYS OF RECORD:
2 PLEASE TAKE NOTICE that Dave Jones, Insurance Commissioner of the State of
3 | California, in his capacity as Liquidator (“Liquidator) of Superior National Insurance Company, -
4 | Superior Pacific Casualty Company, California Compensation Insurance Company, Combined
5 | Benefits Insurance Company and Commercial Compensation Casualty. Company (collectively the
6 | “Insolvent Companies”), hereby applies for an Order approving the Liquidator’s application to
7 | disburse the assets of the Insolvent Companies to certain state insurance guaré.nty associations or
8 | funds pursuant to Insurance Code section 1035.5. |
9 The application is baséd on this Notice, the accompanying Application in support thereof,
10 |. the Declarations of Rommel Adao and Raymond Minehan, and such additional evidence and
11 | argument as may be offered at the time of the hearing on this application.
12 Pursuant to Insurance Code section 1035.5, subdivision (e), notice of said application shall
13 | be given by United States certified mail at least 30 days prior to the submission of said pplication
14 || to the Court. The Court may take action upon the application prdvided that the notice has been
15 | given and the Commissioner’s proposal complies with Insurance Code section 1035.5,
16 | subdivisions (b)(1) —(4).
17 | Dated: May 15,2013 ~ Respectfully Submitted,
18 KAMALA D. HARRIS |
Attorney General of California
19 W. DEAN FREEMAN
‘ FELIX E. LEATHERWOOD - _
20 Supervising Deputy Attorneys General
22 LisA W. CHAO
Deputy Attorney General
23 Attorneys for Applicant Dave Jones,
Insurance Commissioner of the State of
24 California, in his capacity as Liquidator of
Superior National Insurance Company,
25 Superior Pacific Casualty Company,
_ California Compensation Insurance
26 Company, Commercial Compensation
Casualty Company and Combined Benefits
27 Insurance Company
LA2000CV0370/51291414.docx '
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L SUMMARY OF APPLICATION

Pursuant to Insurance Code § 1035. 5 the L1qu1dator seeks court approval for hlS proposal
to disburse the Insolvent Companies’ assets to certain insurance guaranty associations (“IGAs”).

In aggregate amounts, the Liquidator seeks court approval to disburse $19,263,710 from the

insolvent estate of CaIifomia Compensation Insurance Company; $1,500,000 from ‘the insolyent

estate of Combiﬁed Benefits Insurance Company; $5,798,192 from the insolvent estate of
Superior National Insurance Company; $1,000,000 from the insolvent estate of Superior Pacific
Casualty Company, and $1,454,747 from the insolvent estate of Commercial Compensation
Casualty Company. This is a total distribution from the five estates of $29,016,649. The specific
amounts to be disbursed to IGAs are set forth in Section “IV” below.

The Liquidator submits that he has complied with the requirements of Insurance Code §
1035.5 for disbursement of assets to insurance guaranty associations and, accordingly, this COurt

should approve the instant application.

II. INSURANCE CODE § 1035.5 GOVERNS THE DISBURSEMENT OF ASSETS TO

INSURANCE GUARANTY ASSOCIATIONS

Insurance Code § 1035.5 controls the disbursement of an insolvent insurer’s assets to the
California Insurance Guarantee Association (“CIGA”) and/or to any other insurance guaranty
association. Insurance Code § 1035.5 provides in its entirety: |

“Notwithstanding the provisidns of Article 14 (commencing with §1010), -
with regard only to those insurers subject to this article: |
“(a) Within 120 days of the issuance of an order directing the winding up

and liquidation of the business of an insolvent insurer under §1016, the

commissioner shall make application to the court for approval of a proposal to

disburse the insurer's assets, from time to time as such assets become available, to

the California insurance Guarantee Association, or the California Life and Health

~ Insurance Guarantee Association, and to any entity or person performing a similar
funbtion in another state.

“(b) The proposal shall at least include the following provisions for:
1
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“1) Reserving amounts for the payment of expenses of administration and

held) and claims falling within the priorities established in paragraphs (1) to (4),
inclusive, of subdivision (a) of §1033. |

“2) Disbursement of the assets mafshaled to date and subseqﬁght ‘
disbursements of assets as they become available.

“(3) Equitable allocation of disbursements to each of the associations

~ entitled thereto.

“(4) The securing by the éommissidner from each of the associations
entitled to disbursements pursuant to this section of an agreement to return to the
commissioner such assets previously disbursed as may be required to pay claims of
secured creditors and claims falling within the priorities established in paragraphs
(1) to (5), inclusive, of subdivision (a) of §1033 in accordance with the priorities.
No bond shall be required of any association.

“(5) A full report to be made by the association to the commissioner
accounting for all assets so disbursed to the‘association, all disburserhents made
therefrom, any interest earned by the association on the assets, and any other matter
as the court may direct. |

“(c) The commissioner's proposal shall provide for disbursements to the
associations in amounts estimated at least equal to the claim payments made or to
be made by the associations for which such associations could assert a claim against
the commissioner, and shall further provide that if the assets available for
disbursement from time to time do not equal or exceed the amount of the claim
payments made or to be made by the associations, then disbursements shall be in
the amount of available assets. The reserves of the insolvent insurer on the date of
the order of liquidation shall be used for purposes of determining the pro rata

allocation of funds among eligible associations.

2
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““(d) The commissioner shall offset the amount disbursed to any entity or
person performing a fu‘nction in any other state similar to that function performed
by the California Insurance Guarantee Association, or the California Life and
Health Insurance Guarantee Association, by the amount of any statutory deposit,
pr'emiums, or any other asset of the insoivent insurer held in that state.

“(e) Notice of such application shall be given to the associations in and to
thé commissioners of insurance of each of the states. Any such notice shall be |
deemed to have been given when deposited in the Uhited States certified mails,
first-class 'postagg prepaia, at least 30 days prior to submission of such application
to the court. Action on the application may be taken by the court provided the above
required notice has been given and provided further that the_comniésioner‘s
proposal complies with paragraphs (1) and (4) Qf subdivision (b).”

California and other states have similar requirements regarding the handling of assets of

" insolvent insurers that require the equitable distribution of an insolvent insurer’s assets among all

IGAs. (Cal. Ins. Code, § 1033, subd. (a); Commercial Nat’l Bank v. Superior Court (1993), 14
Cal.App.4th 393, 398 (finding that claimants within same class are entitled to share pro rata in
distribution to class).) Therefore, pursuant to Insurance Code section 1035.5(b)(4), the Liquidator
secured agréements from IGAs receiving distributions from the Liquidator to return to the
Liquidator the distributed assets as may be required to pay claims of secured creditors and claims
failing within the priorities established in Insurance Code section 1033, subdivisions (a) (1) to (5),
inélusive. (Declaration of Rommel Adao (“Adao Decl.”), Exhibits “A,” “B” and “C.”)
III. PREVIOUS EARLY ACCESS DISTRIBUTIONS | |
- The Liquidator has previously made nine early access distributions to IGAs.

On November 13, 2001, Los Angeles Superior Court Judge Frances Rothschild approved
distributions by the Liqﬁidator to CIGA the amounts of $11,125,000 from the estate of Superior
National Insmaﬁce Company and ‘$13,875,000 from the estate of California Compensation

Insurance Company, for a total distribution of $25 million. (Adao Decl., §4.)

3
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On February 13, 2002, Judge Rothschild approved distributions by the Liquidator to
CIGA of an additional $5 million from the estates of Superior National Insurance Company and
California Compensation Insurance Company. (Adao Decl., §5.)

On January 16, 2003, this Court approved distributions by the Liquidator to certain IGAs

" in the amounts of $104,907,447 from California Compensatibn Insurance Company; $1,712,274

from Combined Benefits Insurance Company; $15,717,252 from Commercial Compensation
Casualty Company; and $8,814,098 from Superior Pacific Casualty Company, for a total |
distribution from the four estates of $131,151,071. (Adao Decl,, {6.)

On June 10, 2003, this Court approved the distributions by the Liquidator to certain IGAs

in the amounts of $37,888,752 from California Compensation Insurancc Company; $4,207,971

from Combined Benefits Insurance Company; $9,355,770 from Commercial Compensation

Casualty Company, for a total distribution ﬁqm the three estates of $51,452,493. (Adao Decl., §
7) | | |

On August 2, 2005, this Court approved the distributions by the Liquidator to certain
IGAs in the’amounts of $130,942,593 from California Compensation Insurance Company;
$5,749,786 from Combined Benefits Insurénce Company; $8,372,626 from Commercial
Compensation Casualty Company; $33,599,122 from Superior National Insurance Company; and
$4,527,09O from Superior Pacific Casualty Company, for a total distribution from the five estates
0f$183,191,217. (Adao Decl., 8.) | o

On May 31, 2007, this Court approved the distributions by the Liquidator to certain IGAs
of $32,114,636 fr’om.California Compensation Insurance Comﬁany; $1,848,730 from Combined
Benefits Insurance Company; $1,083,895 from Commercial Compensati.on Casualty Company;
$8,718,925 from Superior National Insurance Company; and $6,281,609 from Superior Pacific
Casualty Company, for a total distribution from the five estates of $50,047,795. (Adao Decl., §
9. ‘

On June 24, 2008, this Court approved the distributions by the Liquidator to certain IGAs
in the amounfs of $26,380,125 from California Compensation Insurance Company; $388,959

from Commiercial Compensation Casualty Company; and $4,969,738 from Superior Pacific
4
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Casualty Company, for a total distribution from the three estates of $31,738,822. (Adao Decl., T
10.)

On October 1, '20‘10, fhis Court approved the distributions by the Liquidator of certain
IGAs in the amounts of $210,000,000' from California Compensation Insurance Corhpany;
$30,000,000 from Commercial Compensation Casualty Company; $7,5 O0,0QO from Superiqr
Pacific Casualty Company; and $80,000,000 from Superior National Insurance Company, for a
total distribution from the four .estateé 0f $327,500,000. (Adao Decl., §11.)

On Aﬁgust 3,2011, this Court approved‘ the distributions by the Liquidator of certain
IGAs and individual policyholders with non-covered claims in the amounts of $55,024,210 from
California Compensation Insurance Company, $1,752 from Combined Benefits Insurance
Company, $49,314,946 from Superior National Insurance Company, $1,788 from Superior
Pacific Casualty Company, and $10,134,352 from Commercial Compensation Casualty
Company, for a total distribution from the five estates o‘f $114,477,048. (Adao Decl,, §12.)

On September 10, 2012, this Court approved the distributions by the Liquidator of certain
IGAs in the amounts of $34,680,371 from California Compensation Insuiance Company;
$577,602 frorﬁ Combined Benefits Insurance Company; $3,293,891 from Superior National
Insurance Company; $1,873,621 from Sﬁperior Pacific Casualty Company, and $348,601 from

the Commercial Compensation Casualty Company for a total distribution from the five estates of

- $40,769,086. (Adao Decl., §13.)

IV. PROPOSED DISTRIBUTIONS

Pursuant to the requirements of Insurance Code § 1035.5, the Liquidator proposes to make
the following specific disbursements of assets to the following IGAs from the Insolvent
Companies.

A. Caiifornia Compensation Insurance Company

As of December 31, 2012, the Liquidator of California Compensation Insurance Company
(“California Compensation™) has total cash assets of approximately $37,503,070. This amount
consists of $37,386,608 in the CLO Investment Pool and $116,462 in Non-Pooled Accounts.

(See Declaration of Raymond Minehan (“Minehan Decl.”), Exhibit “A,” which is a spreadsheet
N ,
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entitled “Consolidated Superior National Estates, Statement of Assets and Liabilities in
Liquidation,” and details the total cash and certain liabilities of the Insolvent Companies.)
The Liquidator proposes to distribute and pay up to 54.5% of each IGA’s projected
ultimate liability which is compriséd of paid losses, loss adjustment expenses, reserves and
iﬁcurred but not reported (IBNR) c_laims,_less applicable statutory deposits and previous
payments, for a total payment to all IGAs of $19,263,710. Accordingly, the Liquidator of .

California Compensatioh proposes to distribute and pay the following amounts:

1. Alabama Ins. Guaranty Assoc. $ 137,013
2. California Insurance Guarantee Association $ 18,955,702
3. Florida Workers’ Comp. Ins. Guaranty Association. $ 18,000
4, Georgia Insurers Insolvency Pool _ : $ 76,958
5. Illinois Insurance Guaranty Fund | | $ 76,037

(See Minehan Décl., Exhibit “B,” entitled “Sﬁperior National Insurance Companies in
Liquidation, Summary of 10th Early Access Distribution to IGAs” d'etailing the distributions by
company to each IGA.)

Pursuant to Insurahce Code section 1035.5, subdivision (b)(1), the Liquidator has retained
sufficient assets from the total cash assets of California CQmpen_satiOn for the payment of
proj ected administratiife expenses and the payment bf claims of secured creditors and claims
falling withip the priorities established in Insurance Code section 1033, subdivisidns (@)(1)to (4).

Specifically, the Liquidator has retained $1,702 for accrued expenses as of December 3 1,2012;
$335,047 for unclaimed property to be escheated; $5,023,909 to secure California
Compensation’svproportiqnate share of the lien upon the proceeds of the U.S. Life arbitration
betweeh U.S. Life and the Insolvent Companies granted to SNTL Litigation Trust pursuant to
section V.C., page 17 of the Settlement Agreement dated Septémber 8, 2000 (the “SNTL Lien”).
(Minehan Decl., § 5 and Exhibit “A.”) |

Subtracting the total proposed distribution of $19,263,710 and the above amounts from
total cash assets of $37,5 03,070 leaves remaining excess cash assets for California Compensation

of $12,878,702 which is more than adequate to cover all future expenses of administration.
6
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(Minehan Decl., 15.)
| No distribution will be made to .any other IGA since the amounts previously distributed

already equal the preseht éalculated percentage of IGA ultimate liability. Other than the IGAs
listed immediately above, the Liquidator has no information c‘oncerning any payments made by
other IGAs oﬁ behalf of California ‘Compe”nsation that would demonstrate an exigency requiring
the Liquidator to make an early distribution or reserve assets to make an early distribution to |
other IGAs.

B. Combined Benefits Insurance Company

As of December 31, 2012, the Liquidator of Combined Benefits Insurance Company
(“Combined Benefits™) has total cash. assets of approximately $12,921,741. This amount consists
of $12,691,971 in the CLO Investment Pool as of December 31, 2012 and $229,771 in Non
i’ooled Accounts. (Minehan Decl., Exhibit “A.”) |

The Liquidator proposes to distribute and pay‘ up to 95% of each IGA’s projected ultimate

liability which is comprised of paid losses, loss adjustment expenses, resei'ves and IBNR claims,

ess applicable statutory deposits and previous payments, for a total payment to California

Insurance Guarantee Association of $1,500,000.

Pursuant to Insurance Code section 1035.5, subdivision (b)(1), the Liquidator has retained
sufficient cash assets from the total cash assets of Combined Benefits for the payment of
administrative expenses and the payment of claims of secured creditors and claims falling within
the priorities established in Insurance Code section 1033, subdivision (a)(1) to (4). Speciﬁcally,
the Liquidator has retained $84 for accrued expenses as of December 31, 2012'; $603 for
unclaimed property to be escheated; and $47,264 to secure Combined Benefits’ proportionate
share of the SNTL Lien. (Minehan Decl., § 6 and Exhibit “A.”) |

Subtracting the total proposed distribution of $1,500,000 and the above reserved amounts
from total cash assets of $12,921,741 leaves remaining excess cash assets for Combined Benefits
of $11,373,790, which is more than adequate to cover all future expenses of administration.
(Minehan Decl., § 6.) |

No distribution will be made to any other IGA since the amounts previously distributed
7
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already equal the present calculated percentage of IGA ultimate liability. Other than the IGAs
listed immediately above, the Liqui(iator has no information concerning any pa}tnients made by -
other IGAs on behalf of Combined Benefits that would demonstrate an exigency requiring tile
Liquidator to make an early distribution or reserve assets to make an early distribution to other
IGAs.

C. Superior National Insurance Company

As of December 31, 2012, the Liquidator of Superior National Insurance Company
(“Superior National”) has total cash assets of approximately $18,006,715 in the CLO Investment
Pool. (Minehan Decl., Exhibit “A.”)

The Liquidator proposes to distribute and pay up to 56% of each IGA’s projected ultimate
liability comprised of paid losses, loss adjustment expenses, reserves and IBNR claims, less
apphcable statutory deposits and previous payments, for a total payment to all IGAs of
$5, 798 192. Accordingly, the Liquidator of Superior National proposes to distribute and pay the
following amounts: }

1. Industrial Commission of Arizona o $§ 632,789

2. California Insurance Guarantee Association $ 5,165,403

| (See Minehan Decl., Exhibit “B,” entitled “Superior National Insurance Companies in -

Liquidation, Summary of 10™ Early Access Distribution to IGAs” detailing the distributions by

" company to each IGA.)

Pursuant to Insurance Code section 1035.5, subdivision (b)(1), the Liquidator has retained
certain amounts from the total cash assets of Superior National for the payment of administrative

expenses and the payment of claims of secured creditors and claims falling within the priorities

 established in Insurance Code section 1033, subdivision (a)(1) to (4). Specifically, the Liquidator

has retained $3,927 for accrued expenses as of December 31, 2012; $81,724 for unclaimed
property to be escheated; and $1,154,859 to secure Superior National’s proportionate share of the
SNTL Lien. (Minehan Decl., § 7 and Exhibit “A.”) |

Subtracting the total proposed distribution of $5,798,192 and the above reserved amounts

from total cash assets of $18,006,715 leaves remaining excess cash assets for Superior National

8
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of $10,968,013, which is moré than adequate to cover all future expenses of administration.

(Minehan Decl., ]7.) |
No distribution will be made to any other IGA since the amounts previously distributed

already equal the present calculated percentage of IGA ultimate liability. Other than the IGAs

* listed immediately above, the Liquidator has no information concerning any payments made by »

other IGAs on behalf of Superior National that would demonstrate an exigency réqﬁiring the
Liquidator to make an early distribution or reserve assets to make an early distribution to other
IGAs.

D. Superibr Pacific Casualty Company

As of December 31, 2012, the Liquidator of Superior Pacific ‘Casualty Company
(“Supérior Pacific”) has total cash assets of approximately $2,415,063 in the CLO Investment
Pool as of December 31, 2012. (Minehan Decl., ExhiBit “A) | ‘

The Libquidator proposes to distribute and pay up to 25% of each IGA’s projected ultimate
liability comprised of paid losses, loss adjustment expenses, reserves and IBNR claims, less
applicable statutory deposits and previous payments, for a total payment to all IGAs of |
$1,000,000. Accordingly, the Liquidator of Superior Pacific proposés to distribute and pay the
folldwing amounts:

1. California Insménce Guarantee Association $ 995,982

2. Texas P&C Insurance Guarantee Association $ 4,018
(See Minehan Decl., Exhibit “B,” entitled “Superior National Insurancg Companies in
Liquidation, Summary of 10th Early Access Distribution to IGAs” detailing the distributions by
company to each IGA.)

Pursuant to Insurance Code section 1035.5, subdivision (b)(1), the Liquidator has retained
sufficient cash assets from the total cash assets of Superior Pacific for the payment of
administrative expenses and the payment bf claims of secured creditors and claims falling within
the priorities established in Insurance Code section1033, subdivisions (a)(1) to (4). Specifically,
the Liquidator has retained $725 for accrued expenses as of December 31, 2012; $386 for

unclaimed property to be escheated; and $16,783 to secure Superior Pacific’s proportionate share
9
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of the SNTL Lien. (Minehan Decl., § 8 and Exhibit “A.”)

Subtracting the total proposed distribution of $1,000,000 and the above reserved amounts |
from total cash assets of $2,415,063 leaves remaining excess cash assets for Superior Pacific of
$1,397,169, which is more than adequate to cover all future expenses of administration.

(Minehan Decl., § 8.)

No distribution will be made to any other IGA since the amounts previously distributed
already equal the present calculated percentage of IGA ultimate liability. Other than the IGAs
listed irrimediafely above, the Liquidator has no information concerning any payments made by
other I-GAs on behalf of Superior Pacific that would demonstrate an exigency requiring the
Liquidator to make an early distribﬁtion or reserve assets fo make an eérly distribution to other
IGAs.

» E. Commercial Compensation Casualty Company

As of Decem‘ber 31, 2012, the Liquidator of Commercial Compensation Casualty
Company (“Commercial Compensation™) has total cash assets of approximately $12,277,507 in
the CLO Investment Pool. (Minehan Decl., {9 and Exhibit “A.”)

The Liquidator proposes to distribute and pay upto 82% of each IGA’s proj ectéd ultimate
liability which is cdmprised of paid losses, loss adjustment expenses, feserves and IBNR claims, -
less applicable statutory deposits and previbus payments, for a total distribution to all IGAs of
$1,454,747. Accordingly, the Liquidator of Commercial Compensation proposes to distribute and

pay the following amounts:

1. Alaska Insurance Guaranty Assn. $ 2,415
2 Colorado Insurance Guaranty Association $ 63,978
3 Delaware Insurance Guaranty Association $ 25,967
4 Indiana Insurance Guaranty Association $ 13,714
5. Mississippi Insurance Guaranty Association $ 14,465
6 Nebraska Property & Liability Insurance Guéranty Assn. §$ 2,625
7 New Jersey Workers’ Comp. Security Fund | $ 97,982
8 New Mexico P&C Insurance Guaranty Assn. $ 47,122

10
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12.
13.

New York State Ins. Dept. Liquidation Bureau
Pennsylvania Workers’ Comp. Security Fund
Tennessee Insurance Guaranfy Association |
Texas P&C Insurance Guaranty Association

Utah Property & Casualty Guaranty Association

(Minehan Decl., Exhibit “B.”)

Pursuant to Insurance Code section 1035.5, subdivision (b)(1), the Liquidator has retained

sufficient assets from the total cash assets of Commercial Compensation for the payment of

the priorities established in Insurance Code section 1033, subdivisions (a)(1) to (4). Specifically, |

the Liquidator retained $463,817 for accrued expenses as of December 31, 2012; $218,928 for

“ A/ &£ & o

406,238
255,959
503,063
12,943
8,276

* administrative expenses and the payment of claims of secured creditors and claims falling within

unclaimed property to be escheated; and $257,186 to secure Commercial Compensation’s

proportionate share of the S‘NTL Lien. (Minehan Decl., ]9 and Exhibit “A.”)

Subtracting the total proposed distribution of $1,454,747 and the above amounts from

total cash assets of $12,277,507 leaves remaining excess cash assets for Commercial

Compensation of $9,882,829, which is more than adequate to cover all future expenses of

administration. (Minehan Decl., §9.)

No distribﬁtion will be made to any other IGA since the amounts previously distributed
already equal the present célculated percentage of IGA ultimate liability. Other than the IGAs

listed immediately above, the Liquidator has no information concerning any payments made by

other IGAs on behalf of Commercial Compensation that would demonstrate an exigency

requiring the Liquidator to make an early distribution or reserve assets to make an early

distribution to other IGAs.

WHEREFORE, the Liquidator prays that the Court issue an Order as follows:

1.

Commissioners of Insurance of each of the states pursuant to Insurance Code section 1035.5,

Finding that proper notice of this application was provided to all IGAs in and all

subdivision (e) and to all interested parties in this proceeding;

2.

Authoﬁzing the Liquidator of California Compensation Insurance Compainy to
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distribute and Isay a total of $19,263,710 from the assets of California Compensation Insurance
Company to certain insurance guaranty associations as set forth in this application;

3. Authorizing the Liquidator of Combined Benefits insurance Company to distribute
and pay a total of $1,500,000 from the assets of Combined Benefits Insurance Company to certéin
insurance guaranty associations as set forth in this application; A

4. Authorizing the Liquidator of Superior National Insurance Company to distribute
and pay a total of $5,798,192 from the assets of Superior National Insurance Company to certain
insurance guaranty associations as set forth in this application;

5. Authorizing the Liquidatorl of Superior Pacific Casualty Compény to distribute and
pay a total of $1,000,000 from the assets of Superior Pacific Casualty Company to certain
insurance guaranty associations as set forth in this application;

6. VAuthorizing the Liquidato: of Commercial Compensation Casualty.Company to
distribute and pay a total of $1,454,747 from the assets of Commercial Compensation Casualty

Company to certain insurance guaranty associations as set forth in this application; and

7. Authorizing the Liquidator to take any and all action necessary to accomplish the
purposes of this Order.
Dated: May 15, 2013 Respectfully Submitted, |

KAMALA D. HARRIS
- Attorney General of California
W. DEAN FREEMAN
FELIX E. LEATHERWOOD )
Supervising Deputy Attorneys General

LisA W. CHAO
Deputy Attorney General

Attorneys for Applicant Dave Jones,
Insurance Commissioner of the State of
California, in his capacity as Liquidator of
Superior National Insurance Company,
Superior Pacific Casualty Company,
California Compensation Insurance
Company, Commercial Compensation
Casualty Company and Combined Benefits
Insurance Company
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DECLARATION OF ROMMEL ADAO
I, Rommel Adao, declare as follows: | '
| 1. I am employed as an Estate Trust Manager with the Insurance Commissioner of
the State of Célifornia’s Conservation and Liquidation Office. If called upon to testify, I could
and would testify competently, under oath, to the following facts as they are persohally known to

me, except as to those matters stated on information and belief, and as to those matters, I believe

* them to be true. The statements contained in this declaration are not all within my personal

knowledge, and I am informed and believe that no single officer of the CLO has personal
knowledge of all these matters. The statements herein are based on information assembled by
authorized employees of the CLO, and I am informed and believe that the statements based upon
that information are true and correct. - |

2. The Insurance Commissioner of the State of California, in his statutory role as
Conservator or Liquidator, has fhe responsibility for the rhanagemeﬁt and administration of the
conservation and/or liquidation of numerous California insurers, ,including the estétes of Superior
National Insurance Company, Superior Pacific Casualty Company, California Compensation
Insurance Company, Combined Benefits Insurance Company and Commercial Compensation
Casualty Compa.ﬁy (collectively the “Insolvent Companies”). | o

3. Since 2013, I am the CLO employee responsible for the overall management of the

‘Insolvent Companies in conservation and in liquidation, including but not limited to financial

réporting, claim administration, and disbursem_ént of assets, I am also responsible for the
management of books and records of the Insolvent Companies, and I have overall custody and
control thereof.

4. On November 13, .2001 , this Court approved the distribution by the Liquidator to
the California Insurance Guarantee Association (“CIGA™) of $11,125,000 from the estate of
Superior National Insurance Company and $13,875,000 from the estate of California

Compensation Insurance Company, for a total distribution of $25 million.
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5. On February 13, 2002, this Court approved the distribution by the Liquidator to

the CIGA of an additional $5 million from the estates of Superior National Insurance Company

and California Compensation Insurance Company.

6. On January 16, 2003, this Court approved the distribution by the Liquidator to
certain insurance gﬁaranty associations (“IGAs”) of $104,907,447 from California Compensation
Insurance Company, $1,712,274 from Combined Benefits Insurance Company; $15,717,252 from
Commercial Compensation Casualty Company; and $8,814,098 from Superior Pacific Casualty
Company, for a total distribution from the four estates of $131,151,071. |

7. On June 10, 2003, this Court approved the distribution by the quuldator of
$3‘7,888,752. from California Compensation Insurance Company, $4,207,971 from Combined
Benefits Insurance Company, and $9,355,770 from Commercial Compensation Casualty
Company, for a total distribution from the three estates of $51,452,493.

8. On August 2, 2005, this Court approved the distribution by the Liquidator to
certain IGAs of $130,942,593 from California Compensation Insurance Company; $5,749,7 86
from Combined. Benefits Insurance Company; $8,372,626 from Commercial Compensation
Casualty Company; $33,599,122 from Superior Naﬁonal Insurance Company; and $4,527,090
from Superidr Pacific Casualty Company, for a total distribution from the five estates of
$183,191,217. |

9. On May 31, 2007, this Court approved the distribution by the Liquidator to IGAs
of $32,114,636 from California Compensation Insurance Company; $1,848,730 from Combined
Benefits Insurance Company; $1,083,895 from Commercial Compensation Casualty Company;
$8,718,925 from Superior National Insurance Company; and $6,281,609 from Superior Pacific
Casualty Company, for a total distribution from the five estates of $50,047,795. .

10. ~ On June 24, 2008, this Court approved the distribution by the Liquidator to IGAs
of $26,380,125 from California Compensation Insurance Company; $388,959 from Commercial
Compensation Casualfy Company; and $4,969,738 from Superior Pacific Casualty Company, for
a total distribution from the three estates of $3 1,738,822.
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11.  On October 1, 2010, this Coort approved the distribution by the Liquidator to
IGAs of $210,000,000 from California Compensation Insurance Company, $30,000,000'from
Commercial Compensation Casualty Comp_any, $7,500,000 from Supefior Pacific Casualty
Company, and $80,000,000 from Superior National Insurance Company, for a total distribution
from the four estates of $327, 500 000.

12.  On August 3, 2011, this Court approved the distributions by the Liquidator of
certain IGAs and individual policyholders with non-covered claims of $55,024,210 from
California Compensation Insurance Company, $1 ;752 from Combined Benefits Insurance
Company, _$49,3'14,946 from Superior National Insurance Corripany, $1,788 frorh Superior
Pacific Casualty Company, and $10,134,352 from Commercial Compensation Casualty
Company, for a total distribution from the five estates of $114,477,048. .

13.  On September 10, 2012, this Court approved the distributions by the Liquidator of
certain IGAs in the amounts of $34,680,371 from California Compensation Insurance Company;
$577,602 from Combined Benefits Insurance Company; $3.,293,89l’ from Superior National
Insurance Company; $1,873,621 from Sﬁperior Pacific Casualty Company, and $348,601 from
the Commercial Compensation Casualty Company for a total distribution from the five estates of
$40,769,086.

14. Aﬁached and incorporated herein as Exhibit “A” is a true and correct copy of the
Agreement for Early Access Distribution of Funds, dated August 23, 2002.

15.  Attached and incorporated herein as Exhibi;c “B” is a true and correct copy of the
Agreement for Early Access Distribution of Funds, dated. May 4, 2005.

1
1
I
I
11
I
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16.  Attached and incoiporated lierein as Exhibit “C” i§ & triae and correct copy: of the.

Agreement for Early Access Distiibution of Funds between the:Liquidator and South Dakota
Property and Casualty Insurance Guaranty Association, dated September 9, 2010:

I declare.undei penalty of petjury under the laws of the State of California thiat the-
fotegoing is true and corfect,

: %ﬁ/””ﬁ _ _
Executed this / day of May 2013, at San Francisco, California;

ol fibi

Rommel Adao
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“Tdaho, Tliis

Peansylvatia, Riode Tsland; South

orhipensation Casvalty Compaing (icicitiafies

f the following statess- .,Mﬁbﬁmﬂ;,

Aliska, Arizons, Arkanisas; © ‘Distrier of Columbia, Blorids; Gestgia,
ricky, Louitiana, Maryland, Massachusetts, Mississippi,

Missotrd, Nebraskay Nevads, New Jersey; New Mexico; New Yotk Oklshotia, Otepon;

Citolina, South Dgfﬁam;"’f&m essee, Texds; Utaly, Virginia,.
Wisconsin, and Wyoring (the “IGAS?),

L On'March 3; 2000, putstant to an-erderof the <1Gs-4ﬁﬂg¢ids ‘-Sﬂp&riar; CGUL‘I:, State-of -

.dmmﬁmed-"Supeﬁér‘"ﬂaﬁmaifto’e’lﬁa-Jm’svﬁiéirgd;;;.ﬁg&;ﬁppqiﬁt‘é&.f_ & Cominissioner as liglidator,
aedering the-liguidator 5 liguidate and wind up.the business of Superior National and toexerciseall

powers necessary for the puspose of carfying sut the drdet and,
POWeLs neces usp: fying

‘2. Superior Nationalwas licétsed to- tansact ‘priiarily Workérs” Compensation Insurance but

also wrote General Liability insurance;, Supedor Natiokial was licensed to write business in Alabama,

Aliska, Arizona, Atkansas; ~Cﬂif'6i;tia;f(§dlorad oD eliiwaze',-iﬁ"i'srxi‘lét of Celum’ma, Pioﬂda,Gcorgm,
Idaho, Hllinois, Tridiana; ¥oiwd, Kénsas, Kentucky, LomsmnaMa:qun& Massachusetts, Mississippi,
Missouri; Nebraska, Nm&amcw Jersey, New Mexico, Néw York, Oklahoms, Otegon,

Pennsylvanis, Rhode Tsland; South Caroling, South Diakots, Tennessee; Texas, Utah, Vieginia,
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Wisconsin, and Wyoriag, The S

contains assets of §246,503:304 in

cashi-anid Securites (seea&acheéchﬂﬂ), :

3. ThcIGAspursuanttoﬂmwrc%pectweennbhngsmm

 Seatiitory dubies to pay and:
dxscbzr:gz. coveréd claims and relsted loss ﬂd}usrm.e'lt servicesand dcfwse «Lxpenses for insuteds md

claimantssith regards 16 “‘c:uva:ed caims™ (as that et

defined i eack of the IGAsembhng

stinire} in.the event: o‘f"the finding of insobvency of ‘fzngcf!};apgsaiﬁ&ngm ofa reééfves and/or ﬁq@&ﬁtcr

expenses in the amounts recorded on Exhibit “A” atmched hereto,
B ]

NOW l' HEREF ORE;in considération of the mutiakcovenants contain c:d herein, and fc: :

oiher good and valuable consideration, the parties agt follows:

1. The Commissioner may, from tine to-time, and upon dpproval by the supetvising
liquidation coust; distribiste dsséts of SuperiorNativaal to.the 1GAs on an equitablé basis; aftet the

Commmissioner hes first resérved dssets: sufficient fot the following:

a) payment of tﬁ;r EXPENSEs o fadm; ridstration;

b) payment of claims of secured credifors 1o the extear of the valur: of the security held;:
and:

©) paymicnt ofdnticipated claims, ifany, falling within the priorities established in
paragraphs (1) - (2); inclisive, of Insednce Code §1033(). '

Such distdbutions-will be equitibly allocated beaveen thé TGAS in the same ratio as the individual
IGA’s payments for cbm‘x.e& clairrisaﬁﬁ- Iqs.s’-fﬁ:dju,sﬂtqiéht‘,'cﬁpéﬁéé&,b’éﬁtﬁ to thetotal covered claims

and Joss adfustinent efiiiﬁéﬁéési?éid Byallo fdlc IGAS, provided thav any sich distibiitions will be
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Superior National in the TGA's state, exceprwhte the TG A% stite has refised ‘payiientof such

stardtory deposit (6 the IGA;

2 The IGAs further agree to miake o il report o die Cornmissioner, acconniag For all assets

féteived by the TGA, ol disbursemen ts:made; all iftetest earned b the-assets; and any other matter ;
thet the court may direct.

3. The IGA will rérurn to the Commissioner, upon deitiand, all orpart of the assers as maybe ,
required by the Cormrissionier to pay chie elaims of secured creditors and claims falling within the

0 ]

priozities established'in Eﬁﬁumm’;{ﬁ:CQ&??’@!3@33;(«"@}{4{‘:?[-}«- {2}, Invagcordince wiﬂﬁ*ﬂiose,gpﬁdﬂtiﬁé};;,»;:é.s& the

code secton: fow cxists or as it fnay exist in the funore: This obligation will intlude an obligation to

etarn any 2ssets ):hatin:{’: in excess'of the towml distribution that thc-:IGA;md;lﬂ be eotiled to from
»'Lflfe-,i:?smtel puarsuant to Tnsurance ’-Ci_c‘d-c_ secadons 1033 ef feg. at the time of a propesed distribution by
the Commiséioter. In the ¢vént thar the IGA must makean dssessment in‘accordanes with its:
ena‘bﬁhg'smmrefihsoréét to-make’a refund 10 the Commissioner pursuznt to- this parepriph, then the
IGA shall have 120 days from the date such refurid-is rei lu;:s,u:d o 'make such refand o 'd‘ie.

Commissiosiér,

4. ThelGAwill comply withall fequiremients set forth in Tnsurance Code § 10355,

5. Ifanylegal action is necessary to enforce this Agreement, the IGA agrees thiat the action vwill

be broughtin the Los Angeles Superict Couer, State of California;in the lignidation proceedings of

-
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thisapteeriicat, thar sueh coutt will have jusisdiction Gver dit TGA.

DATED:. OCP g'b‘i 2002

of the Stiiteiof California
a‘ﬁﬁi‘-rnsum.ﬁté'.Cn‘mpaﬁEf

Loren T3, Suter
; GV Deputy Insutance Cormriissionear

DﬁTED.:_I{;//// 7 / 2002

SUPERIOR NATIONAT INSURANCE COMPANY. WAS NOT LICENSED IN ALABAMAL

ThE LAGREEMENT IS BEING STGNED ON BEHALF OF CALIFORNIA COMPENSATION
IS?HRKHCE'QGMRANY AND CGMﬁERCIﬁEKCOMpﬁﬂﬁkTION INSURANCE COMPANY
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Superm: National; by way of an: Order o Show CGange; and the TGA agrees;solely for purpuscs of

this- ag*r:emcnt that sueh court will have: jTJI:ISdlCtan Gier: r.he 1GA,

DATED: Cﬁf’ 37”# 2002

ommissioner of thi State:of California
ator of Supenor. Natianal Tnserance: Compmy

By

: Lot D), Suter el
%ﬁ‘ Deputy Insuragee Commissianet

b;fyrrinrz&'jﬁ*}ﬁ 20 2002

Alaska Tnhsurance Guiaran ty Associatod

By KAt 52
. " EDane Hivard
Fuh.dﬂiximin_istra-m:

4
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Superior Nationdl, By way of 20 OrdeF td'S aige; and the 1GA ageess, solely fof putposes of

this agrecment, that such court wﬂjhgvc;unsdaman orérthé IGA.

atice Comm_ts'amnu of the Statsof California
. ‘Liquidator of: Supemr National Instizaace: Com?m}'

By o
é’\ Lren D-,._Sutu —

_ Depuj JInsurance Commissioner

SATED: 4/ L7 o002

State Campemauon Fund of AtiZona (AZ W)

Part Harde ;1,6.

Financial Se:v.tns
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Siiperige Nafinnial,

dhifs agreement; that such court will have judsdiction over the TGA.

DATED: OC{/W q. 2002

H:u:tzy Lo*w ‘

Eeputy Iﬁmrance Commissianer

\‘*?’c‘fs_;ié:ri'Gu:fmrf";yf’thd"S’erﬁrices‘ (ale)]

= M/ 2if - Krﬂw/’?ﬁ*/

Robert T. Sw;:eney
Présideine (C /
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 Show Cause; and the TGA agreis; $olély fot'plurposes of

this agreesmient, thae ek coutt will have jurisdiction over the IGA.

H*m;v Low
»Iﬂsu.rauce lilmmm
Liguidator 6f Su

By__

 Loren D Suter
1, . Depuyy .In;_ﬁz_an_cc- Commissinner

DATEDW S 2002

Deldsware Insurancd Guaranty Association

= ecutwc Managz&r
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Supmor National, by way of an Order to Show C*iusc, and the IGA agrees, solely for pufposcs of {
: ﬁﬁsagteemcnt, thatsiueh aeutrwﬂhwe; |

.

onal hsunncc Company

By . W . {

ol

Loten D. Sutcx ;
Deputy Insurance Cc_:n:-.rmss;on-e:r_:

DATED:__ 9:/’ % e

RO R e e S et

‘Guoaeanty Fand Maddgehent Servides {[DC)

Faul Guika U |
Prc;xdcnt
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Superior Natisnal, by way ofan Ondés to Shiow Gruse, and tne IGA aghees,

this agreement, that such; gowirwill have jursdicticn oiés the 1A,

D-&TED Ok 3ed. . 2002

Hatry Low:
Insurance Conimissiones: of the State of California
qumdatm of Superior National lasurance C Company

Loren D Suter: i
. DeputyInsurance Commissiones

DATED: 6@.3 £ L7y 2002

Flosida Workingdy’ Compensation Insnmnee
mgds’ Lomp
Guatanty Association

E'«cecut: ¥ szecmxv
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Supedor Wational; By way of an'Tirder to Show Cause; a1

this dpreenient; that such court will have jurisdicton overthe IGA. -

DATED:, G{’? 8 L 2002"

Insurarice Commissioner of the Staté-of Califoria
. o Liquidator of Superior Nitional Insurance Company

By,

’ I:,aren"ﬁis ‘a&:’: L

e

A . Deputy Insurance Comimissioner

DATED._ G272 w02

Georgia Insurérs Insolvency Pool

Eﬁuhﬁ&l C. D;férchmzn
Executive Digector




Sﬁpﬁin‘rNﬁﬁ@ﬁﬂ, by way of d.Ordér to SHow Cause,

this agresment; that suchrecouerwill have judsdiction over the TGA:

, 2002

‘and the TGA agrées, solely for purposes of

Loren D.Suter
L. Peputy Tnsorance Commissioner
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Exceutive Director
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this‘agreement;: that such’ coiirt Will

DATED:. OC Pg*““{ ., 2002

DATED:; "?// ?/5 = 2002

-
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Western Guaranty i
Supetior Natiofa), by way of an Otder to Shiow Caiise, and the TGA agrees, solely [BEBulpauaial

RECEIVED

ds sgieetmnt, it stich conrt will ave fuds

HargyLow ,
Insigaace Commissioner of the State of California.
Liquidator of Superior Natonal Insurance:Company

By

LoD Suter _———

! Deputy Insarance Commissioner

Western Guasanty Fand Services. (KS)
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Seort \‘fe ebster
" Clidms: Director
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Supedor National, by way of an Order to Show: Cause,and the 1G4 agrees; soIer for

rlns agreement th it sitch ot will have jurisdiction ¢ oyer ti:u. IGA.

DATED: Oct. Sr‘rf 2002

Lo.rﬁﬂ D, Suter R

Deputy Instirance Cornmissioner

i

titl Prope; ‘y_:md Casualty
Insirance Gear nty Assocmuon

ChaﬂLB F. Renn
Executive Director
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By
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. Fund Administatey
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CONSERVATION & LIQUIDATION OFFICE
P.O. Box 26894

San Francisco, CA 94126-0894

Tel: 415.676.5000 Fax: 415.676.5002
www.caclo.org

AGREEMENT FOR EARLY ACCESS DISTRIBUTION OF FUNDS
This._Agrieement is effective upon ;che later of the two signatory dates. This agreement
between the Arkansas Property & Casualty Fund and the California Insurance Commissioner
(“Commissioner™), in his capacity as Liquidator of California Compensation Insurance Company,
Combined Benefits Insurance Company, Commercial Compensation Casualty Company,
Superior National Insurance Company and Superior Pacific Insurance Company (hereinafter

referred to as “SNICIL Companies”).
Recitals

1. On March 6, 2000, pursuant to an order of the County of Los Angeles

Superior Court, State of California, the Commissioner conserved “SNICIL Companies”. On
September 26, 2000, the same court determined “SNICIL Companies” to be insolvent, and
appointed the Commissioner as Liquidator, ordering the

Liquidator to liquidate and wind up the business of "SNICIL Companies" and to

exercise all powers necessary for the purpose of carrying out the order;

2. The “SNICIL Companies” Estate has sufficient assets in cash and securities to

proVide early access of funds to Guaranty Associations;

3. The Commissioner proposes, pursuant to California Insurance Code §1035.5,

S:\Estate Trust Burean\EST-300\304\Early Access Distributions\EA Distribution 6-05\SNICIL EAD Agreements docs\Arkansas.doc
Serving the California Insurance Commissioner
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after reserving amounts necessary for payment of expenses of administration and the

payment of claims of secured creditors (to the extent of the value of security held) and

claims falling within the priorities established in subdivisions (1) and (2) of California
Insurance Code §1033, to distribute available assets of “SNICIL Companies” on an

equitable allqcation to those Guaranty Associations eligible to participate in the distribution;

4. Such distributions will be equitably allocated betweep the Guaranty Associations in a ratio
consisting of each Guaranty Association’s reported payments for covered claims and loss
adjustment expenses and the total reported covered claims and loss adjustment expenses paid by
all Guaranty Associations; provided that any such allocated distributions will be reduced by the
entire amount of any statﬁtory/épecial deposits available to any Guaranty Association from such
deposits posted by “SNICIL Companies” in the Guaranty Association’s state, regardless of

whether such deposit has been actually received by such Guaranty Association;

5. “SNICIL Companies” maintained statutory deposits ("Deposits") with the Insurance-
Commissioner or regulator in each state in which “SNICIL Companies” operated. The Deposits
secured or partially secured “SNICIL Compahies” liabilities to workers’ compensation claimants
in those states, and the proceeds of the Deposits have been or may be made available for
distribution by the applicable Commissioner or regulator to the Guaranty Association for its use
in paying covered claims. Neither “SNICIL Companies” nor the Liquidator has come into
possession of any portion of the Deposits. The amount of the Dei)osit in the state of a Guaranty
Association will be inclﬁded in the calculation of that Guaranty Association’s éarly access

distribution under this Agreement.

Serving the California Insurance Commissioner



Agreement

NOW THEREFORE, in considefation of th¢ mutual covenants contained herein, and for

other good and valuable consideration, the parties agree as follows:

1. The Commissioner may, from time to time, and upon approval by_the “SNiCIL C_ompanies”
Liquidation court, distribute assets of "SNICIL Companies" to Guaranty Association on an
equitable basis, after the Cémmissioner has first reserved assets sufficient for the following:

(a) payment of the (;,xpenses of administration California Insurance Code §1033 (a) (1)

b) payment of claims of secured creditors to the extent of the value of the security held; and

© payment of claims falling within the priorities established in paragraphs (1) — (2),
inclusive, of California Insurance Code §1033, subd. (a).

Such distributions will be made equitably between all Guaranty Associations.

2.  Any such dis’;ributibns to a Guaranty Association will be offset by the entire
amount.of any statutory/special deposits availablé to the Guaranty Association from such
depoéits mainfained by "SNICIL Companies" in the Guaranty Association’s state. The
Commissioner will not object to the release of any statutory/special depos'it maintained
by “SNICIL Companies” in the Guaranty Association’s state for payment of workers’
compensation claims, provided that such Association expressly agrees to promptly refund
to the Liquidator any surplus port~ion of the deposit that exceeds the aﬁomt necessary to
pay compensable workers’ compensation claims under “SNICIL Companies”

policies, and allocated claims expénse necessary to pay those claims.

3. The Guaranty Association agrees to make a full report to the Commissioner, accounting for

all assets received by it, all disbursements made, all interest earned on the assets, and any other

Serving the California insurance Commissioner



matter that the court may direct.

4. The Guaranty Association will return to the Commissioner, upbn demand, all or part of the
assets received pursuant to fhis Agreement or pursuant to applicable law, as may be requjred by
the Liquidator to pay the pro rata portion of all allowed claims of secured creditors and

claims falling within the priorities estabiished in California Insurance Code section

1033(a) (1) — (2), in accordance with those priorities, as the code section exists or may

exist in t.he‘future. This obligation will include an obligation to return any assets that are

in excess of the total distribution that the Guaranty Association would be entitled to from tﬁe
"SNICIL Companies" Estate pursuant to California Insurance Code section ‘1033(a) at the time
of a proposed distribution by the Commissioner. In the event that the Guaranty Association’s
receipt of distributions under this Agreement or its receipt of “SNICIL Companieé” Statutory
Deposit resuits in t‘he Guaranty Association having received funds that exceed the afnount of the
pro rata distribution to which the Guaranty Association is entitled under a court approved interim
or final distribution approved by the Court, the Guaranty Association shall refund to the
Liquidator such amount as-is necessary to ensure that the Guaranty Association has received no
more than its equitably allocated share of the court-approved distribution. In the event that the
Guaranty Association must make an assessment in accordance with its enabling statute in order
to make a refund to the Commissioner pursuant to this paragraph, then the Guaranfy Association
will have 120 days from the date such refund is requested to make such refund to the

Commissioner.

5. The Guaranty Association will comply with all requirements set forth in California Insurance

" Code §1035.5.

Serving the California insurance Commissioner
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6. Ifany legal action is neéessary to enforce this agreement, the Guaranty Association agrees
that such action will be commenced in the County of Los Angeles, Superior Court of the State of
Californié, in the Liquidation proceeding of “SNICIL Companies”, by way of an
Order to Show Cause and the Guaranty Association agrees, for this purpose only, to
subject itself to the jurisdiction of the County of Los Angeles Superior Court of
the State of California by way of an Order to Show Cause procedure.

John Garamendi

Insurance Commissioner of the State of California,
Liquidator of “SNICIL Companies" in Liquidation

et Mg 2y Dyd S

David Wilson
Special Deputy Insurance Commissioner

Dated: )Z;Lf’ £ )IL 2 g , 2005

Arkansas Pro rty Casualty Guaranty Fund
BY mwf

Steve A. Uhrynowycz E 0 0
Adnumstrator

Serving the California Insurance Commissioner
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6. If any legal action is necessary to enforce this agreement, the anranty Association agrees
that such action will be m@mced in the County of Los Angeles, Superior Court of the State of
| California, in the Liquidatioh procecding of “SNICIL Companies”, by way of an
Order to Show Cause and the Guaranty Association agrees, for this purpose only, to
_subject itself to the ju;is&iction of the County of Los Angeles Superior Court of

the State of California by way of an Order to Show Cause procedure.

Dated: Mévg 4§ 2005  John Garamendi .
. / Insurance Commissioner of the State of California,
Liquidator of “SNICIL Companies” in Liquidation

David Wilson
Special Deputy Insurance Commissioner

Dated: )me{/ 30 . 2005

Nebraska Property & Liability Insurance Guaranty Assn.

L. Dean Fletcher
Administrator

Serving the California Insurance Commissioner
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6. If any legal action is necessary to enforce this agreement, the Guaranty Association agrees

that such action will be commenced in the.County of Los Angeles, Superidr Court of the State of

California, in the Liquidation proceeding of “SNICIL Companies”, by way of an

* Order to Show Cause and the Guaranty Association agrees, for this purpose only, to

subject itself to the jurisdiction of the County of Los Angeles Superior Court of

the State of Califomia by way of an Order to Show Cause procedure:

Dated: M “’{1 jl 2005

Dated:‘WM/l 27} , 2005

John Garamendi
Insurance Commissioner of the State of California,
Liquidator of “SNICIL Companies” in Liquidation

By M4CU_.Q—-—

David Wilson
Special Deputy Insurance Commissioner

New Jersey Compensation, Rating & Inspection Bureau
(NJCRIB)

On behalf of the New Jersey Workers Compensauon
Security Fund

By /%"VV‘M&L G/V(/\

Grover E. Czech, Esq.
Executive Director, NJCRIB

Serving the California Insurance Commissioner



6. If any legal action is necessary to enforce this agreement, the Guaranty Assooiah'on agrees
that such action will be cormnenced in the County of Los :‘Angeles, Superior Court of the State of
California, in the Liqliidation proceeding of “SNICIL Companies”, by way of an.

Order to Show Cause and the Guaranty Association agreés, for this purpose only, to

subject itself to the jurisdiction of the County of Los Angeles Superior Court of

the State of California by way of an Order to Show Cause procedure.

Dated: Mﬂﬂ 1;/ , 2005 John Garamendi
I Insurance Commissioner of the State of California,
Liquidator of "SNICIL Companies" in Liquidation

By Dluél % Lu\p—-
David E. Wilson
Special Deputy Insurance Comimissioner

Dated: (éj&g,{ /& 2005

Executive Director

g
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AGREEMENT FOR EARLY ACCESS DISTRIBUTION OF FUNDS

This Agreement is effective upon the later of the two signatory dates. This agreement
JouTH DAKDTA  pRePERSY & CPIVALYY ns. Gupranty AHiDclam

between the Flerida-American Guaranty Fund-Greup and the California Insurance Commissioner-
(“Commissioner™), in his capacity as Liquidator of California Compensation Insurance Company,
Combined Benefits Insurance Compé.ny, Commercial Compensation Casualty Company, Superiof
National Insurance Company and Superior Pacific Insurancé Company (hereinafier referred to as
“SNICIL Companies”.)
Recitals
1 On March 6, 2000, pursuant to an order of the County of Los Angeles Superior Court, State
_of California, the Commissioner conserved “SNICIL Companies”. On September 26, 2000, the
same court determined “SNICIL Companies” to be insolvent, and appointed the Commissioner as

Liquidator, ordering the Liquidator to liquidate and wind up the business of “SNICIL Companies”

and to exercise all powers necessary for the purpose of carrying out the order;

2. " The “SNICIL Companies” Estate has sufficient assets in cash and securities to provide early

access of funds to Guaranty Associations;

l3.' The Co@ssioner proposes, pursuant to Califorﬂia Insurance Code §1035.5, after reserving
amounts necessafy for payment of expenses of administration and the payment of claims of secured
creditors (to the extent of the value of security held) and claims falling within the priorities
established in sui:divisions (1) and (2) of California Insurance Code §1033, to distribute available
assets of “SNIbIL Companies” on an equitable allocation to those Guaranty Associations eligible to

participate in the distribution;

4, Such distributions will be equitably allocated between the Guaranty Associations in a ratio
consisting of each Guaranty Association’s reported payments for covered claims and loss adjustment
expenses and the total reported covered claims and loss adjustment expenses paid by all Guaranty

Associations; provided that any such allocated distributions will be reduced by the entire amount of

1
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any statutory/special deposits available to any Guaranty Association’s state, fegardless of whether

such deposit has been actually received by such Guaranty Association;

S. “SNICIL Companies” maintained statutory deposits ("Deposits™") with.the Insurance.
Commissioner or regulator in each states in which “SNICIL Compapi_es” operafed. The Deposits
.secu:ed or partially secured “SNICIL Companies” liabilities to workers® compensation claimants in
those states, and the proceeds of the Deposits have been or may be made available for distributionA by
. the applicable Commissioner or regulator to the Guaranty Association for its use in paying covered
claims. ‘Neither “SﬁICIL Companies” nor the Liquidator has come into possession of é.ny portion of
the Deposits. The amount of the Deposit in the state of a Guaranty Association will be included in |

the calculation of that Guaranty Association’s early access distribution under this agreement.

Agreement

NOW THEREFORE, in consideration of the mutual covenants contained herein, and for other good
Aand valuable consideration, the parties agree as follows:

1. The Commissioner may, from time to time, and upon approval by the “SNICIL Companies”
Liquidation court, distribute assets of “SNICIL Companies” to Guaranty Association on an equitable
basis, after the Commissioner has first reserved assets sufficient for the following:

(a) payment (;f the expenses of administration California Insurance Code §1033(a) (1)
(b) payment of claims of secured creditors to the extent of the value of the security held; and

(c) payment of claims falling within the priorities established in paragraphs (1) — (2), inclusive,
of California Insurance Code §1033, subd. (a).

Such distributions will be made equitably between all Guaranty Associations.

2. Any such distributions to a Guaranty Association will be offset by the entire amount of any

statutory/special deposits available to the Guaranty Association from such deposité maintained by

“SNICIL Companies” in the Guaranty Association’s state. The Commissioner will not object to the

2
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release of any statutory/special deposits maintained by “SNICIL Companies” in the Guaranty
Association’s state, The Commissioner will not object to the release of any statutory/special deposit
maintained by “SNICIL Compam'es"’ in the Guaranty Association’s state for payment of workers’
compensation claims, provided that such Association expressly agrees to promptly reﬁmd to the
Liquidator any surplus portion of the deposit that exceeds the amount necessary to pay compeﬂsable
workers’ compensation claims under “SNICIL Companies™ policies, and allocated claims expense

necessary to pay those claims.

3. The Guaranty Association agrees to make a full repoft to the Commissioner, accounting for
all assets received by it, all disbursements made, all interest earned on the assets, and any other

matter that the court may direct,

4. The Guaranty Association will return to the Commissioner, upon demand, all or part of the -
assets received pursuant to this Agreement or pursﬁant to applicable law, as may be required by the
Liquidator to pay the pro rata portion of all allowed claims of secured creditors and claims falling
within the priorities established in California Insurance Code section 1033(a) (1) — (2), in accordance
with those priorities, as the code section exists or may exist in the future. This obligation will
include an obligation to return any assets that are in excess of the total distribution that the Guaranty
Association would be entitled to from the “SNICIL Companies™ Estate pursuant to California
Insurance Code section 1033(a) at the time of a proposed distribution by the Commissioner. In the
event that the Guaranty A;s,sociation’s receipt of distribﬁtions under this ' Agreement or its receipt of
“SNICIL Companies” Statutory Deposit results in the Guaranty Association having received funds
that exceed the amount of the prd rata distribution to which the Guaranty Association is entitled
under a court approved interim of final distribution approved by the Court, the Guaranty Association

shall refund to the Liquidator such amount as is necessary to ensure that the Guaranty Association

has received no more that its equitably allocated share of the court-approved distribution.




In the event that the Guaranty Assocation must make an assessment in accordance with its enabling
statute in order to make a refund to the Commissioner pursuant to this paragraph, then the Guaranty
Association will have 120 days from the date such refund is requested to make such refund to the

Commissioner.

5. The Guaranty Association will comply with all r_equifements set forth in California Insurance

Code §1035.5.

6. Ifany legal action is necesSary to enforce this agreement, the Guaranty Association agreeé
that such action Will be commenced in the County of Los Angeles, Superior Court of the State of
California, in the Liquidation proceeding of “SNICIL Companies”, by way of an Order to Show
Cause and Guaranty Association agrees, for this purpose only, to subject itself to the jurisdiction of
the County of Los Angelés Superior Court of the State of California Ey way of an Order to Show

Cause procedure.

Dated:__ ?/ 20,2010 STEVEPOIZNER
’ Insurance Commissioner of the State of California;
Liquidator of SNICIL Companies in Liquidation

Oind £l S

DAVID E. WILSON
Special Deputy Insurance Commissioner

Dated: S%x i ,2010

125

DWIN E. EVANS, Esq. , '
South Dakota P&C Insurance Guaranty Association
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DECLARATION OF RAYMOND MINEHAN

I, Raymond Minehan, declare as follows: l
1. I am employed as Chief Financial Officer of the California Insii;ra;}ce

Commissioner’s Conservation & Liquidation Office (“CLO”). Ihave held my current position

since May 7, 2005.

2. I have personal knowledge of the facts and circumstances set forth in this
declaration, and if called upon to do so, I could and would competently testify thereto.

3. As Chief Financial Officer of the CLO, I am responsible for prepering, supervising
and reviewing fhe financial accounting for the insolvent insurers’ estates administered by the
CLO, including the Insolvent Companies.

4. In determining the proposed amount to be distributed by each of the estates and
pursuant to Insurance Code § 103‘5.5(b) the.Liquidator has retained sufficient assets to provide for
the payment of expenses administration, the payment of claims of secﬁred creditors (to the extent

of the value of the security held), and claims within the priorities established in paragraphs (1) to

~ (4), inclusive, of subdivision (a) of Section 1033.

5. Pursuant to Insurance Code § 1035.5(b) the Liquidator'has retained Hquid
investment assets on behalf of the California Compensation Insurance Company (“California
Compensation”) to provide for the pajment of $1,702 for accrued expenses as of December 31,
2012; $335,047 for unclaimed property to be escheated; and $5,023,909 to secure California |
Compensation’s proportionate share of the lien upon the proceeds of the U.S. Life arbitration
between U.S. Life and the Insolvent Companies granted to SNTL Litigaﬁon Trust pursuant to
section V.C., page 17 of the Settlement Agreement dated September 8, 2000 (the “SNTL Lien”)..
After taking into account these amounts including the proposed distribution, California
Compensation has an additional $12,878,702 in excess liquid investment assets available. The
excess liquid investment assets are more than adequate to cover all future administrative

expenditures and additional distributions.
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6. Pursuant to Insurance Code § 1035.5(b) the Liquidator has retained liquid
investment assets on behalf of Combined Benefits Insurance Company (“Combined Beneﬁts”) to
provide for the payment of $84 for accrued expenses as of December 31, 2012; $603 for
unclaimed property to be escheated; and $47,264 to secure Combined Benefits’ proportionate
share of the SNTL Lien. After taking into account these amounts including the proposed
distribution, Combined Beneﬁts has an additional $11,373,790 in excess liquid investment assets.
The excess liquid investment assets are more than adequate to cover any future administrative
expendituree and additional distfibutions. |

7. Pursuant to Insurance Code § 1035.5(b) the Liquidator has retained liquid
investment assets on behalf of Superior National Insurance Company (“Superior National”) to
provide for the payment of $3,927 for accrued expenses as of December 31, 2012; $81,724 for
unclaimed property to be escheated; and $1l,154,85v9 to secure Superior National’s proportionate
share of the SNTL Lien; After taking into account these amounts including the proposed
distribution, Superior National has an additional $10,968,013 in excess liquid investment assets.
The excess liquid investment assets are more than adequate to cover any future administrative
expenditures and additional distributions.

| 8. Pursuant to Insurance Code § 1035.5(b) the Liquidator has retained liquid
investment assets on behalf of Super_ior Pacific Casualty Company (“Superior Pacific”) to provide
for the payment of $725 for accrued expenses as of December 31, 2012; $386 for unclaimed
property to be escheated; and $16,783 to secure Superior Pacific’s proportionate share of the
SNTL Lien. After taking into account these amounts including the proposed distribuﬁon,
Superior Paeifie has an additional 5?1,3 97,169 in excess liquid investment assets. The excess

liquid investment assets are more than adequate to cover all future administrative expenditures

" and additional distributions.

9. Pursuant to Insurance Code § 1035.5(b) the Liquidator has retained liquid
investment assets on behalf of Commercial Compensation Casualty Company (“Commercial

Compensation™) te provide for the payment of $463,817 for accrued expenses as of December 31,

18
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Compensation’s prop,o‘rtio‘na’re share of the SNTL Lieit. After taking iiito account these amounts
including the proposed distribution, Commercial Compensation has an additional $9,882,829 in

excess liquid investment assets: The excess liquid investment assets are more than adequate to

- cover all fiiture adifiinistrative expenditures and additional distributions.

10. Attached and incorporated herein as Exhibit “As a true and correct copy of a
spreadsheet entitled “Consolidated Superior National Estates, Statement of Assets & Liabilities in '
Liquidation,” This spreadsheet accurately details total cash in possession and certain liability of
the Liquidator as of December 31, 2012, and the other cash availability calculations of California
Compensation, Combined Benefits, Superior National, Superior Pacific and Commereial
Compensanon |

11, Aﬂached and incorporated hmem as Exhibit “B” is a true and coirect copy of'a
spreadsheet en'tifl‘ed“‘Sitp’_c.riDr National Insurance Companies in Liquidation, Sumimary of 10th
Eaily Access Distribution to IGAs.” This spreadshect accurately details the proposed amounts of
the early aecessdiSt}ribuﬁons to each IGA by each of the Insolvent Companies.

- T'declare under penalty of petjury under the laws of the State of California that the
foregoing is tiue and couect

 Executed ﬂns 7 day of May, 2013, at San Francisco, California.

/41»”/ ek,

R@éfmond/M’ chan
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* Exhibit “B”



EXHIBIT B

Superior National Insurance Companies in Liquidation
Summary of 10th Early Access Distribution to 1GA's

$ 19,263,710.00 $ 1,500,000.00 $ 5,798,192.00 $ 1,000,000.00 $ 1,454,747.00

. 301 302 304 305 306
Insurance Guaranty California Combined Superior Commercial
Association Compensation Benefits National Superior Pacific Compensation Total State
Alaska - - . - - S 2,415.00 $ 2,415.00 AK
" Alabama 137,013.00 - - - - $ 137,013.00 AL
Arizona - - 632,789.00 - - S 632,789.00 AZ
California 18,955,702.00 1,500,000.00 5,165,403.00 995,982.00 - $ 26,617,087.00 CA
Colorado - - - - 63,978.00 S 63,978.00 CO
Deleware - - - - 25967.00 $  25,967.00 DE
Florida 18,000.00 B - - - S 18,000.00 FL
Georgia 76,958.00 - - - - - S 76,958.00 GA
Illinois 76,037.00 - - - - S 76,037.00 IL
Indiana - - - - 13,714.00 $ 13,714.00 IN
Mississippi - - - - 14,465.00 $ 14,465.00 MS
Nebraska - : - - - 2,625.00 S 2,625.00 NE
New Jersey - - - - 97,982.00 $ 97,982.00 NIJ
New Mexico - - - - 47,122.00 $ 47,122.00 NM
New York - - - - 406,238.00 $  406,238.00 NY
. Pennsylvania - - - - 255,959.00 $§  255,959.00 PA
Tennessee - - - - 503,063.00 $ 503,063.00 TN
Texas ° - - - 4,018.00 12,943.00 $ 16,961.00 TX
Utah - - - - 8,276.00 S 8,276.00 UT
: $ 29,016,649.00
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c¢/o Davenport, Evans, Hurwitz & Smith

" David Broemel
Executive Secretary

Tennessee Insurance Guaranty Association
1600 Division Street, Suite 680

| 206 West 14th Street Nashville, TN 37203
Sioux Falls, SD, 57104
Marvin Kelly , Executive Director Allen Muhlestein

Texas Property & Casualty Insurance
Guaranty Association

9120 Burnet Road

Austin, TX 78758

Executive Director

Utah Property & Casualty Insurance
Guaranty Association

9065 South 1300 East

Sandy, UT 84094

Paul M. Gulko, Esq.

President

Vermont -Guaranty Fund Management
Services

One Bowdoin Square

Boston, MA 02114-2916

Paul M. Gulko, Esq.

President

Virginia -Guaranty Fund Management
Services

One Bowdoin Square

Boston, MA 02114-2916

David C. Edwards

President

Washington -Western Guaranty Fund Services
1720 South Bellaire Street, Sulte 408

Frank A. Gartland

President

West Virginia - Insurance Guaranty
Association

Denver, CO 80222 1840 Mackenzie Drive

Columbus, OH 43220
Randy Blumer David Edwards
Executive Director President

Wisconsin Insurance Seécurity Funds
2820 Walton Commons West, Suite 135

Wyoming -Western Guaranty Fund Services
1720 South Bellaire Street, Suite 408
Denver, CO 80222

Madison, WI 53718-6797




