iy

10

11

12
13
14

15

16

17

el

19

20

21
22
23

24

25

26
27

28

L

© © NN W

KAMALA D HARRIS

Attorney General of California

W. DEAN FREEMAN

FELIX E. LEATHERWOOD

Supervising Deputy Attorneys General
LisaAW.CHAO

Deputy Attorney General

.State Bar No. 198536 -

300 South Spring Street, Suite’ 1702

Los Angeles, CA 90013 ‘

Telephone: (213) 897-2481

Fax:.(213) 897-5775

B-mail: Lisa.Chao@doj.ca.gov
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

‘ORIGINAL FILED

. JUL 252012
OS ANGELEs
'SUP ERIOR COURT

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF LOS ANGELES

CENTRAL CIVIL WEST

SUPERIOR NATIONAL INSURANCE
COMPANY,

Respondent.

1

INSURANCE COMMISSIONER OF THE | Case No.: - BS061974

. STATE OF CALIFORNIA Consolidated with:  BS061675
- e - . BS062171 ...

Applicant, BS062173

BS063746

NOTICE OF APPLICATION AND
APPLICATION FOR ORDER APPROVING
LIQUIDATOR’S PROPOSAL TO
DISBURSE ASSETS TO CERTAIN STATE
INSURANCE GUARANTY
ASSOCIATIONS; DECLARATIONS OF
BOB FERNANDEZ AND RAYMOND -
MINEHAN IN SUPPORT THEREOF

| Dept:  322-CCW
Judge: The Honorable Kenneth R.
Freeman

Hearing date: None
Last day to serve and file objection and
opposition: August 27, 2012
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TC'ALL INTERESTED PARTIES AND THEIR ATTORNEYS OF RECORD: .

PLEASE. TAKE NOTICE that ﬁave Jones, Insurance: Commissioner of the State of
California, in his capacity as Liquidator (“Liquidator”) of Superior National Insurance Company,
Superior Paci_ﬁc Casualty Company, California Compensation Insurance Company, Comblned
B’eneﬁts Insuran‘ee Company and Commercial Compensation Casualty Company (collectively tll'e
“Insolvent Companies s hereby applles for an Order approvmg the L1qu1dator ] appllcatlon to

d1sburse the assets of the Insolvent Companies to certain state insurance guaranty ass001at10ns or

- funds pursuant to Insurance Code §1035.5. ‘

PLEASE TAKE FURTHER NOTICE that any ob]ectlon or opposition to this Application
must be ﬁled directly in Department 322 CCW and served on all partles on or before August 27,

2012. If no objection or opposition to thls Apphcatlon is received by the Court by that date, the

- Court may rule on the Application without a hearing,

Dated: July 24,2012 ' 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

LA2000CV0370
511340682_3.doc
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_ _ SUMMARY OF APPLICATION ,
- Pursuant to Insurance Code § 1035.5, the Liquidator seeks court approval for his proposal

to disburse the Insolvent Companies’ assets to certain insurance guaranty associations (“IGAS”)‘..

* In aggregate amounts, the Liquidator seeks court approval to disburse $34,680,371 from the

insolvent estate of California Compensation Insurance Company; $572,602 from the insolvent

estate of Co'rnbined ~Beneﬁts ihs’nrance Company; $3,293,891 froni the insolvent estate ef

Superior National Insurance Company; $1,873,621 from the insolvent estate of Superior Pacific

Casualty Company, and $348,601from the insolvent estate of Cemmercial Compensation

~ Casualty Company. This is a total distribution from the five estates of $40,769,086. 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.

IL. Insurance Code § 1035.5 Governs the Dlsbursement of Assets to Insurance Guaranty
Associations

Insurance Code § 1035.5 controls the disbnrsement of an insolvent insu:fer"s assets to the -
California Insurance Guarantee Association (“CIGA”) and/or to any other insurance guaranty
association. Insurance Code § 1035.5 provides in its 'entfretY'

' “Notw1thstand1ng the provisions of Article 14 (commencing w1th §101 O)
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 liquidatiqn‘ of the business of an insolvent insurer under §1016, the
- commissioner shall make application to the court for approval of a pfoposal to
dxsburse the insurer's assets, from tlme to tlme as such assets become available, to

the California Insurance Guarantee Assoc1at10n or the Cahforma Life and Health

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

“(b) The proposal shall at least include the following proVisions for:
1
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" as the court may direct.

“(1) Reserving axﬁounts for the payment of expenses of administration and
the paiyfnént of claims "o,f secured .creditofs (to the exteﬁt of the value of the security
held) and claims falling WiTiliH the prio_rities establishéd in paragraphs (1) to (4),
inclusive, of subdivision (a)' of §1033. |

“(2) Disbursement .of the assets marshaled to dété and subseque‘nt‘
disbursements of aséefs as fhey become available. |

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

' _ ‘ent_itled thereto.

“(4) The securing by the commissioner 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 disbursements made

‘therefrom, any interest earned by the association on the assets, and any other matter

““(c) The commissioner.'s proposal shall provide for disbursements to the
associations in amounts estimated at least equal to the claim pajme’nts made or to
be made by the associations for which such associétions could assert a claim against
the commissioner, and shall further provide that if the assets available for
disbursement from time fo time do not equal or exceed the amount of the claim |
payments made_ or to.b_e_ ma}de'by the associa‘;iops, thgn ~c}isburseme,nts 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.

“(d) The commissioner shall offset the amount disbursed to any entity or
2
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person performrng a function in any other state s1m11ar to that function performed
by the Cahfomla Insuranoe Guarantee Assoc1at10n or the Cahforma L1fe and
Health Insurance Guarantee Assomatlon, by the amount of any statutory deposit,
.premlums or any other asset of the 1nsolvent insurer held in that state.
(e) Notloe of such apphcatlon shall be given to the assoma‘uons in and to
the commissioners of insurance of _each of the states. Any such rrotlce shall be
deemed to haye been given when deposited in the United States certified mails;
first-class postage prepaid_, at least 30 daye prior to submission of such applioation
to the c.oﬁrt. Action on the applicaﬁon may be taken by the court provided the above
- required notice has been given and provided fuﬁher that the commissioner's
proposal complies with paragraphs (1) and (4) of siibdivision (b).”
California and other states have 51m11ar requlrements regardmg the handhng of assets of
insolvent insurers that requlre the equltable dlstrlbutron of an insolvent insurer’s assets among all

IGAs. (Cal. Ins. Code, § 1033(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 § 1035.5 (b)(4), the Liquidator

secured agreements 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 oriorities established in Insurance Code §1033(a), paragraphs (1) to (5),
inclusive. (Declaration of Bob Femandez (“Fernandez Decl.”), Exhibits “A,” “B” and “C.”)
III. PREVIOUS EARLY ACCESS DISTRIBUTIONS |

~ The Liquidator has previously made eight early access distributions to IGAs. - |

- On November 13,2001, Los Angeles Superior Court Judge Frances Rothschild approved

»distri]autio‘ns by the Liquidator to CIGA the amounts of $11,125,000 f['_QI’]'.’]'. 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. (Fernandez Decl., ] 4.)
OnF ebruary 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
‘ 3
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California Compensation Insurance Company. (Fernandez Decl., )] 5;)

OnJ anuary 16, 2003, this Court approved distributions_b_y the Liquidator to certain IGAs

in the amounts 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
d1str1butlon from the four estates of $131, 151 ,071. (Femandez Decl., § 6. )

On June 10, 2003, thls Court approved the dlstrlbutlons by the Liquidator to certain IGAs
in the amounts of $37,888,752 from California Compensatlon Insurance Company; $4,207,971

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

'Ca‘sualty Company, for a total distribution from the three estates of $51,452,493. (Fernandez
Decl.,§7.)

On August 2, 2005,‘thjs Court approyed the distributions by the Liquidator to certain
IGAs in the amounts of $130,942,593 from Califomia'Compensation Insurance Company;
$5,749,786 from Combined Benefits Insurance Company; $8,372,626 from Commercial

Compensation Casualty Company;_ $33,599,122 from Superi'or National Insurance Company; and

- $4,527,090 from Superior Pacific Casualty Company, for a total distribution from the five estates |
: of$183 191 217 (Fernandez Decl., { 8.)

On May 31,2007, this Court approved the dlstrlbutrons by the L1qu1dator to certain IGAs
of $32,114,636 from California Compensation Insurance Company; $1,848,730 from Combined
Beneﬁts Insurance Company; $l;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. (Fernandez

Decl., 19.) .

On June 24, 2008 this Court approved the distributions by the L1qu1dator to certain IGAs
in the amounts of $26 380,125 from California Compensa’uon Insurance Company, $388,959
from Commercial Compensation Casualty Company; and $4,969,738 from Superior Pacific

Casualty Company, for a total distribution from the three estates of $3 1,738,822. (Fernandez

Decl., §10.) |
4
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On October 1, 2010 this Court approved the dlstrrbutions by the quuldator of certain

IGAs in the amounts of $210, OOO OOO from Cahfornla Compensation Insurance Company,
$30,000,000 from Commercial Compensatlon Casualty Company; $7,500,_000 from Superlor
PaoiﬁoCasualty Compa‘ny; and $80,000,0QO froni Superior Nationai Insurance‘ Company, for a
total distribution }fror‘n:the four estates of $327,500,000. A(Fernandez' Decl.,f 11.) |

. On August .3, 2011, this Court approved the distributions by the Liquidator of certain |
'IGA_s' and individual po_licyholders_with non;COVered olaims in the amounts.of $55,024,210 from
California Compensation Insurance Company, $1,752 from Combined Benefits Insurance
Company, $49,3 1"4,946 from Superior National Insurance Company, $1,788 from Superior
Pacific Casualty Company, and $10,134,3 52 from Commercial Compensation Casualty |

Company, for a total distribution from the five estates of $1 14,477,048. (Fernandez Decl., 1 12.)

1V. PROPOSED DISTRIBUTIONS

Pursuant to the requirements.of Insurance Code § 1035.5, the Liquidator proposes to make

,l the following specific disbursements of assets to the following IGAs from the Insolvent

Companies.

A. California Compensa'tion Insurance Company

As of March 31, 2012, the Liquidator of California Compensation Insurance Company

(“CahformaCompensatlon ) has total cash-assets of approx1mately $75,677, 214 This amount

consists of $75,560,755 in the CLO Investment Pool and $116,459 in Non—Pooled Accounts.
(See Declaration of Raymond Minehan (“Minehan Decl.”), Exhibit “A,” which is a spreadsheet
entitled “Consolidatod 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 51% of each IGA’s projected ultimate

liability which is comprised of paid losses, loss adjustment expenses, resorvps and incurred but

not reported claims, less applicable statutory deposits and previous payments, for a total payment

‘to all IGAs of $34,680,371. Accordingly, the Liquidator of California Compensation proposes to

distribute and pay the following amounts:

1. Arkansas Property & Casualty Guaranty Fund $  19,691.00
5 ' ‘
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2. Califofnia Insurapce Guarantee Association | $33,999,589.00
- 3. Florida Workers’Comp..-Ins. Guaranty Association $ 6,284.00
4. Georgia Insurers-Insolvency Pool ' | ~$  637,051.00
5. | Louisiana Insurance Guaranty Association $ | 17,756.00

(VSee Minehap Decl.? Exhibit “B,” entitled “Superior National Insurance Companies in
Liquidation, Summary of 9" Early Access Distribution to IGAs” detailing_the distributions by
company to each IGA.) - |

- Pursuant to Insurance Code § 1035.5(b)(1), the Liquidator has retainéd sufficient assets
from the total cash assets of Californi\a Compensation for the payment of projected administrative ,
expenses and the payment of claims of secured creditors and claims falling within the priorities-
established in Insuranée Code § 1033(a)(1) to (4). Specifically, the Liquidator has retained $575 |
for a;:crued expenses as of March 3 1,2012; $335,047 for unclaimed property to be escheated;

$21,641,453 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 Litigation Trust pursuant to section V.C., page 17 of the Settlement Agreement‘dated
September 8, 2000 (the “SNTL Lien”). (Minehan Decl,, 5 and Exhibit “A.”)

Subtracting the total proposed distribution of $34,680,371 and the above amounts from

total cash assets of $75,677,214 leaves remaining excess cash assets for California Compensation |

of $19,019,768 which is more than adequate to cover all future expenses of administration.
(Minehan Décl., 9 5().)

No distribution will be made to any other IGA since the amounts previously distributed
already eqﬁal 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 _Califorr;ia 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.

B. Combined Benefits Insurance Company

- As of March 3 1, 2012, the Liquidator of Combined Benefits Insurance Company
‘ ) :
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» 7(M1nehan Decl. 1[ 6. )

IGAs.

(“Combined Benefits”) has total cash assets of approkimately $13,383,804. This amount consists

- of $13,154,041 in the CLO Investment Pool- as of March 31, 201 1 and $229,763 in Non Pooled :

Accounts. (Minehan Decl.; Exhibit “A.”)

The quuldator proposes to d1str1bute and pay up to 95% of each IGA’s projected ultimate

' 11ab111ty wh1ch is compnsed of paid losses loss adJustment expenses, reserves and incurred but

_ not reported clalms Iess applicable statutory depos1ts and prev1ous payments, for a total payment

to Cahfomra Insurance Guarantee Association of $572,602.

Pursuant to Insurance Code § 1035. 5(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 §1033(a)(1) to (4). Specifically, the Liquidator has retained $10 for accrued

' expenses as of March 31, 2012; $603 for' unclaimed property to be escheated; and $203,597 to

secure Combivned‘Beneﬁts’ proportionate share of the SNTL Lien. (Minehan Decl., § 6 and
Exhibit “A.”) | |

Subtractmg the total proposed dlstnbutlon of $572,602 and the above reserved amounts
from total cash assets of $13,383,804 leaves remaining excess cash assets for Combined Benefits

of $12,606,992, Wthh is more than adequate to cover all future expenses of admrnlstratlon

No distribution will be made to any otner IGA since the amounts previously distributed
already equal thepresent calculated percentage of IGA ultimate liability. Other than the IGA.s
listed immediately above, the Liquidator has no information concerning any payments made by
other IGAs onv behalf of Combined Benefits that would demonstrate an exigency requiring the
Liquidator to rnake an early distribution or reserve assets to make an early distribution to other
C. Superior National Insurance Company
As of March 3 1,2012., the Liquidator of Superior National Insurance Company (“Superior
National™) has total cash assets of approximately $21,958,158 in the CLO Investment Pool.

(Minehan Decl., Exhibit “A.”)
7
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The Liquidator proposes to distribute and pay up to 52.5% of each IGA’s projected

ultimate liability comprised-of paid losses, loss adjustment expenses, reserves and incurred but

~ not reported claims, less apphcable statutory deposits and previous payrnents for a total

distribution to California Insurance Guarantee Assoc1at1on of $3, 293 891.

Pursuantr to lnsurance CAorde § 1035.5(b)(1), the quuldator has retained certain amoums
from the total casll assets of Superior National for the payment of administrative expenses and the
payment of claims ef secured creditots and claims falling within the priorities established in
Insurance Code § 1033(a)(1) to (4). Specifically, the Liquidator has retained $1,713 for accrued
expenses.as of Mai"ch 31, 2012; $81,950 for unclaimed broperty to be escheated; and $4,974,776
to secure Superior National’s proportionate share of the SNTL Lien. (Minehan Decl., § 7 and
Exhibit “A.”) , |

Subtracting the total proposed distribution of $3?293,891 and the above reserved amounts
from fotal casb assets of $21,958,1 5‘8 leaves fernaining excess cash assets for Superior National-
of $13,605,828, which is more than adequate to cover all future expenses of administration.
(Minehan D.ecl., 17)

No distribution will be made to any etller IGA since the amounts previously distributed
already equal the present calculated percentage of IGA: ult1mate l1ab111ty Other than the IGAs. |

listed 1mmed1ately above the quuldator has no information concemmg any payments . made by

other IGAs on behalf of Superior National that Would demonstrate an exigency requiring the

Liquidator lo make an early distribution or reselrve assets to make an early distribution to other
IGAs.
D. Superior Pacific Casualty Company

As of March 31, 2012, the Liquidator of Superior Pac1ﬁc Casualty Company (“Superior
Pacific”) | has total cash assets of approx1mately $3,814,065 in the CLO Investment Pool as of
March 31, 2012. (l\{[1nehan Decl., Exhibit f‘A.”)

The Liquidator proposes to distribute and pay up to 21% of each IGA’s projected ultimate
liability comprised of paid losses, loss adjustment expenses, reserves and incurred but not

reported claims, less applicable statutory deposits and previous payments, for a total distribution
8
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| IGAs.

to California Inéurance Guarantee Association of $1 873, 621
) Pursuant to Insurance Code § 1035.5 (b)( D, the quuldator has retamed sufficient cash -
assets from the total cash assets of Superlor Pacific for the payment of administrative expenses
and the payment of claims of sccure_d creditors and claifns falling within the priori’gies established
ip Insuranpe Code~§1033(a5(1) to ‘(4). S'pgciﬁ.calrly-, _the Lriqu‘iciat.or;hgs retaine_d_ $3A8_- for adcruqd R
expenses as of March 3.1, 2012; $386 for unciaimed property to ,'be eséheated;‘ and $72,297 to-
secure Superior PaciﬁC’é pfoportionate' share of the SNTL Lien. (Minehan’lDecl.,ﬂ 8 and Exhibit
A _ :
| Subtracting the total proposed distribution of $1,873,621 and the above reserved amounts

from total cash assets of $3,8 14,065 leaves remaining ¢xcéss cash assets for Superior Pacific of
$1,867,723, which is more than adequate to cover all future expenses of adrﬁinistration.
(Minehan Decl., §8.)

No distribﬁﬁon will be made to any other IGA since the amounfs previously distributed
already equal the preseﬁt 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 Pacific that would demonstrate an exigency requiring the

Liquidator to make an early distribution or reserve assets to make an early distribution to other

E. Qommefcial Compensation Casualty Company

| . As of March 31, 2012, the Liquidator of Commercial Compensation .Casualty Cémpany
(“Commercial Compensatmn”) has total cash assets of approximately $12 718,826 in.the CLO
Investment Pool. (Minehan Decl., 19 and Exh1b1t “A.”)

The Liquidator proposes to distribute and pay up to 80% of each IGA’s projected ultimate

_ liability which is comprised of paid losses, loss adjustment expenses, reserves and incurred but

not reported claims, less applicable statutory deposits and previous payments, for a t_ofal
distribution to all IGAs of $348,601. As such, the Liquidator of Commercial Compensation
broposes to distribute and pay the following amounts:

1. Arkansas Property & Casualty Guaranty Assoc. : $ 2,297.00 .
9
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Illinois Insurance Guaranty Assocratron ' - $ 35,698.00

2.

| 3.~ Nebraska Property & L1ab1hty Insurance Guaranty Assn $ 2,473.00
4. NewlJ ersey Workers’ Comp. Security Fund $161,504.00
5. Pennsylvama Workers Comp Security Fund - $138,628.00
6.' Utah Property & Casualty Guaranty Association '§ 8,001 ,OO 7

| (Mmehan Decl Exhrbrt “B. ”)

Pursuant to Insurance Code § 1035 5(b)(1), the quurdator has retarned sufﬁ01ent assets

from the total cash assets of Commercral Compensatron for the payment of admrnrstratrve
_ expenses and the payment of claims of secured creditors and claims falling within the priorities
‘established in Insurance Code §1033(a)(1) to (4). SpeciﬁCally, the Liquidator retained $463,729

 for accrued expenses as of March 31, 2012 :$219,111 for unclaimed property to be escheated; and

$1,107,877 to secure Commercial Compensation’s proportionate share of the SNTL Lien.
(Minehan Decl., ] 9 and Exhibit “A.”)

Subtracting the total proposed distribution of $348,601 and the above amounts from total -

.cash assets of $12,718,826 leaves remaining excess cash assets for Commercial Compensation of

$10, 579 508, which is more than adequate to cover all future expenses of administration.
(Mmehan Decl., §9.)
- No d1str1but10n W111 be made to any other IGA since the amounts prevrously 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 Commercial Compensation that would demonstrate an exigency
requiring the Liquidator to make an early drstrrbutlon or reserve assets to make an early
distribution to other IGAs.

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

1. - Finding that proper notice of thjs application was provided to all IGASs in and all
Commissioners of Insurance of each of the states pursuant to Insurance Code § 1035.5(¢) and to
all interested parties in this proceeding; | o

2. Authorizing the Liquidator of California Compensation Insurance Company to
10
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Dated: July .24,_ 2012

distribute and pay a totval of $34,680,371 '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 $572,602 from the assets of Combined,Beneﬁts Insurance Company to certain -

1nsurance guaranty assoc1at10ns as set forth n th1s appllcat1on

' 4. Authorizing the quuldator of Superior National Insurance Company to d1str1bute

and pay a total of $3, 293 891 from the assets of Supenor Natronal Insurance Company to certain

- insurance guaranty associations as set forth in this appl1cat1on

5. Author1z1ng the Liquidator of Superior Pacific Casualty Company to dlstnbute and
pay a total of $1,873,621 from the assets of Superior Pacific Casualty Company to certain
insurance guaranty associations as set forth in this application;

6. Authonzmg the Liquidator of Commercial Compensation Casualty Company to
distribute and pay a total of $348,601 from the assets of Commercial Compensatlon 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.

Respectfully Submltted

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

LISAW.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 BOB FERNANDEZ,
1, Bob Fernandez, declare as folloWS' |
, 1, Iam employed as an Estate Trust Officer with the Insurance Commissioner of the

State of California’s Conservation and Liquidation Ofﬁce If'called upon to testify, I could and

'Would testlfy competently, under oath to the followmg facts as they are personally known to me,

except as to those matters stated on 1nformation and behef and asto those matters I beheve them

to be true. The statements contamed 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 Cahforma in hlS statutory role as

- Conservator or Liquidator, has the.respons1b111ty for the management and administration of the

conservation and/or liquidation of numerous California insurers, including the estates of Superior

‘National Insurance Company, Superior Pacific Casualty Company, California Compensation

Insurance Company, Combined Benefits Insurance Company and Commercral Compensatlon

Casualty Company (collectively the “Insolvent Companies”)

Insolvent Companies in conservation and in liquidation, including but not limited to financial
reporting, claim administration, and disbursement of assets. I am also responsibie for the
management of books and records of the Insolvent Companies,‘and I have overall custo_dy and
control thereof. | | '

4. On November 13,2001, this Court approved the distribution by the Liquidator to
the Cahforma 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.

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 .
' ' 12
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and California Compensation Insurance Company.

6. On January 16, 2003, this Court approved the distribution by the Liquidator to
certain insurance guaranty 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 Liquidator'of
$3 7,888,75,2 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 L1qu1dator to
oertaln IGAs of $130,942,593 from California Compensation Insurance Company; $5,749,786
from Combmed Benefits Insurance Company; $8,372,626 from Commercial Compensation
Casualty Company; $33,599,122 from Superior National Insurance Company; and $4,527,090
from Superior Pacitic Casualty Company, for a total aistribution from the five estates of
$183,191,217. |

9. On May 31, 2007, this Court approved the distribution by the quuidator to IGAs

| of § $32 il4 636 from California C Compensatlon Insutance Company, $1 848 730 from Comblned

Beneﬁts Insurance Company; $1,083,895 from Commercial Compensation Casualty Company,
$8,718,925 from Supenor 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. Qn June 24, 2008, this Court approved the distribution by the Liquidator to IGAs
of $26,380,125 froin California Compensation InsuranceCompany; $388,959 from Commercial

. Compensation Casualty Company; and $4,969,73 8__fr,,o_m_8uperio_r. Pacific Casualty Company, for |

a total distribution from the three estates of $31,738,822.
11.  On October 1, 2010, this Court approved the distribution by the Liquidator to
IGAs of $210,0(_)0,000~ from California Compensation Insurance Company, $30,000,000 from

Commercial Compensation Casualty Company, $7,500,000 from Superior Pacific Casualty -
‘ 13
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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 pdlicyholders with non-covered claims of $55 ,024,210 from

California Compensation Insurance Compgny,_ $1,752 from Combined Benefits Inisurance

| Conipany, $49,314,946 from Superior National Insurance Company, $1,788 from Superior -

Pacific Casualty Company, and $10,134,3 52 from Commercial Compensation Casualty
Company, for a fotal distriBution from the five estates of $114,477,048.

13.  Attached and incorporated herein as Exhibit “A” is a true and correct bopy of the
Agreement for Early Access Distribution of Funds, dated August 23; 2002.

14.  Attached and incorporated herein as Exhibit “B” is a true and correct copy of the
Agreement for Early Access Distribution of Funds, dated‘May 4, 2005.

15.  Attached and incorporated herein as Exhibit “C” ’is a true and correct copy of the
Agreement for Early Accesé Distribution of Funds between the Liquidator aﬁd South Dakota
Property and Casﬁalty Insurance Guaranty Association, dated September 9, 2010.

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

foregoing is true and correct.

" Bxecuted this 1 day of Tuly, 2012, at San Francisco, California.

Bob Fernandez
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. appointed the Commissioner as Liquidator, ordering the

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 Agreement is effective upon the later of the two signatory dates. This agreement .

“between the Arkansas Property & Casualty Fund and the California Insurance Commissioner -

(“Commissionér”), in his capacity as Liquidator of California Comiaensation Insurance Company,

Combined Benefits Insurance.‘Company, Commercial Compensation Casualty Company,
Superior National Insurance Company and Superidr‘Paciﬁc Insurance Company (hereinafter

referred to as “SNICIL Companies”). | .
Recitals

1. On March 6, 2000, pursuant to an order of the County of Los Angele.s
Supeﬁ'or Court, State of California, the Commissioner conserved “SNICIL Companies”. On

September 26, 2000, the same court determined “SNICIL Cbmpahies” to be insolvéht, and

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 Bmeau\EST-3oéBO4\Early Access Distributions\EA Distribution 6-05\SNICIL. EAD Agreements docs\Arkansas.doc
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after reserving amounts neceséary fof payment of expenses of adminjstratioﬁ and the

paiyment of claimvsv of secured creditors (to the extent of the value of security held) and

ciaims falling within the priorities established 1n sugdivisions (1) and '(2)'of California
Insuranée Code §1033, to distribute available :a{ssets of “SNICIL Companies” on an

equitable allocation to those Guaranty Associations eligible to partidip'ate in the distribution;.

4. Such distributions will be eqﬁitably allocated between the Guarahty Associations in a ratio
consisting of each Guaranty Association’s reported péyments for cdveréd claims and loss
adjustment expenées and the total repoﬁed covered »cl_aims and loss adju.sfment exbenses paid by
all‘Guaranty Associations; provided thét any such allocated distributions will be reduced by the
entire amount of any statutory/special deposifs 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 Companies” liabilities to workers’ 'compen'sation claimants

in those étatés, and the ﬁroéeeds of thébepiosi"cs have been or méy bﬂ.e'jmaciire 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 quuidétor has come into
possession §f any portion of the Deposits. The amount ofthe Deposit in the state of a Guaranty
Association will be included in the calculation of that Guaranty Association’s earl'y'access

distribution under this Agreement.

Serving the California Insurance Commissicner



Agreement

NOW THEREFORE, in consideration of the mutual covenants contained herein, and for.

 other good and Valuablé co‘hsideration, the parties agree as follows:

1. ‘The Cer’niésipner may, from time to time,. and upon approval by »ther “SNICIL Companias”
Liquidatioﬁ court, distribute a_siséts of "SNICIL Companiés" to Guaranty Assobiation_ oﬁ an
equitablé baéis, .aﬂer. thé Cominissionér ha‘s ﬁrét reserve’d assets sufficient fbf the following:

(a)  payment of the expenses of administration California Iﬁsurance 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 distributions to a Guaranty Association will be offset by the entire

amount of any sfatutory/Special deposits available to the Guara;nty Association from such
deposits maintaiﬁed by "SNICIL Companies" in the Guaranty Association’s state. The
Commissioner will not bbjéct to the release of éﬁy étamtory/épeciél dépdéit maintained
by “SNICIL Compaﬁies” in the Guaraﬁty Association’s state for payment of Workers’
compensation claims, provided that such Association express.ly'agrees to promptly refund
to the Liquidator any surplus portion of the deposit that exceeds the amount necéssary»to
pay compensable 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 report to the Commissioner, accounting for

all assets received by it, all disbursements made, all interest earmed 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, upo}n demand,' all or péﬁ of the
assets received pursuant to this Agreement or pursuaﬁt to appllicable law, as may be re(iuired by
tﬁe LiquidafOr to pay the pro rata portjo’n of all allowed_claims of secured creditors and |
claims falling within the priorities .gstablis_hed in Califdrnia Insurance Code section

1033(5) '(1) —(2), in accordance with those prié)rities, 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" Estéte pursuant to California Insurance Code section 1033(a) at the time
of a proposed distribution by the Commissioner. In the event tﬁat the Guéranty Associatioin’s
reéeipt of distributions under this Agreement or its recéipt of “SNICIL Cofnpanies” Statutory
Deppsit results in the Guaranty Assoéiation having received funds that exceed the amount of the
pro rata distribution to which the Guaranty Assopiation is entitled under a court approved interim A‘
or final distribution approved by the Couﬂ, the Guaranty Association shall refund to the
Liquidator such amount asis necessary to ensure that the VGuaranty Association has received no -
more than its equital;ly 'allbca"tedl share of the cdﬁrt—apﬁfbx;ed distribﬁtioh. In the event 'thr'c.lt the
Guaranty Association muét make an assessrhént 1n aCC"ordanc.e with its.enablin..g statute in order
to make a refund to the Commissioner pursuant to this paragraph, then the Guafanty Association
will have 120 days from the date such refuﬁd'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. If any Icgal- action is necessary to enforce this agreernent the Guaranty Assocxatmn agrees
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 the Guaranty Associaﬁ§n 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 Cahforma _
Liquidator of “SNICIL Companies" in Liquidation

| 'BQ- D.L:@/ ¢l F—

Dated: M67 4 , 2005
David Wilson
. Special Deputy Insurance Commissioner
7
Dated: R0 8 2005

- Arkansas Property,

mualty Guaran}y Fund
By (57 ) l' / H\M

Steve A. Uhrynowycz Eéﬁ 0 0
Administrator

Serving the California Insurance Commissioner



6. If any.lega'l action is necessary to enforce this agreement, the Guaranty Association agrees

that such action will be commenced in the County of Los Angeles, Superior Courf of the State of

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

Order to Show Causc and the Guaranty Association agrees, for tlus purpose only, to

subject 1tsclf to the Junsdlcuon of the County of Los Angeles Supenor Court of

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

Dated: Mhey 4 2005  John Garamendi
: [T Insurance Commissioner of the State of Califomia,
Liquidator of “SNICIL Companies” in Liquidation

By @LMJ{ _ l‘(._Q—v
David Wilson
Special Deputy Insurance Commissioner .

Dated: é:am/ 30 2005

Nebraska Property & Liability Insurance Guaranty Assn.

L. Dean Fletcher
Administrator

Serving the California Insurance Commissioner



- 6. If any legal action is necessary to enforce this agréement, the Guaranty Association agrees

that Such a'ctipn Will be commenced in the County of Los Angeles, Sﬁperior Coﬁrt of the 'Statebof
Califbmia,v in the i,iquidatién proceeding of “SNICIL Compahieé” by way of an

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

subJ ect 1tself to the JUI‘ISdlCthl‘l of the County of Los Angeles Supenor Court of

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

Dated: M o jl . ,2005 .
[ John Garamendi - :

Insurance Commissioner of the State of California,

Liquidator of “SNICIL Companies” in Liquidation -

By W4(LLQ————

David Wilson -
Special Deputy Insurance Commlssioner

Dated: WMI( '27;J 2005 Néw Jersey Compehsation, Rating & Inspection Bureau
- (NJCRIB)

On behalf of the New Jersey Workers Compensatlon
Security Fund

By %ﬁm 51 é)\//‘/(/\

Grover E. Czech, Esq.
Executive Director, NJCRIB

Serving the California Insurance Commissioner



6. If any legal action is necessary io enforce this agreement, the Guaranty Association agrees
that such action will be commenced in the County of Los -Aﬁgeles, Superibi éourt of the State of
California, in the Liquidation proceeding of “SNICIL Companies”, by way of an

Order to Show Ca’use and the Guérénty Association agrees, for this purpose only, to

subject itself to the jurisdiction of the COunty of Los Angeles Superior COﬁrt olfv

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

Dated: M“ﬂ . '7; R 2'005 John Garamendi » _ _
r ' . Insurance Commissioner of the State of California,
Liquidator of "SNICIL Companies" in Liquidation

David E. Wilson
Special Depufy Insurance Commissioner

Dated:(gzﬂiz /Q 2005

Executive Director
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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  DAKDTR  pRePERTY & CAIVALYY NS. GuaranTy h540ctdm 1 ’

be'tw'éen the Florida-American Guaranty Fund Greup and the California Insurance Commissioner
(“Comrriissioner”), in his capgéity as Liquidator of California Compensation Insurance Cbmpany,
~ Combined Beﬁefits Insurance Company, Cqmmercial.Compe'nsation Casualty Company, Superior
National Insurance Company and Superior Pacific Insurance Company (hereinafier referred to as
“SNICIL Companies™.) |

Recitals -

1. On March 6, 2000, pursuant to an order of the Couﬁfy of Los Angeles Superior Court, State
of California, the Commissioner. conseﬁ/ed.“SNICIL Compémies”. On September 26, 2000, the
same court determined “SNICIL‘Compani.es‘” to be insolvent, and appointed the Commissioner as
Liquidator, ordering the Liquidator to liquidate and wind up thé 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 Co;n,missioner proposes, pursuant to California Insurance Code §1035.5, afier reserving
amounts necessary Ifor payment of expenses of admi;listration and the payment of claims of secured
creditors (to the extent bf the value of security held) and claims fallihg within-the priorities - -
established in sdﬁdi\{isions (1) and (2) 6f California Insurance Code §1033, ;co distribute available
assets of “SNIbIL Companies™ on an equitabie 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

A’ssociations; provided that any such allocated distributions will be reduced by the entiré amount of

1




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

such deposij: has been actualiy received by such Guaranty Association;

-5, “SNICIL Companies” maintained statutory deposits ("Deposits") with the Insurancé

_ .Comm1ss1oner or regulator in each states in which “SNICIL, Compames opcrated The Depos1ts -

secured or partially secured “SNICIL Compames” habxlmes to workers compensatlon clannants in

: those states, and the proceeds of the Dep051ts have been or may be made available for dlstnbutlon 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 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

and 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 of 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

() 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 As_sociaﬁon from such deposité maintained by

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

2




v release of any statutory/ spécial deposits maintain‘ed_by “SNICIL Companies™ in the Guaranfy
Association’s state. The C(;mmissioner will not object to the release of any statutory/special deposit
maintained by “SNICIL Companies"’ il_a the Guar;inty Association’s state for payment of workers’

compensation claims, provided that such Association expressly agrees to promptly refun& to the
Liquidator any surplus portion of the deposit that exceeds the amount necessary to pay compensable
worker;’ compensation claims under ‘;SNICIL Companies” policies, and allocated claims expense

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-eamed on the assets, and any other -

matter that the court may direct.

4. The Guaranty Association will rétﬁrn to the Commissioner, upon demand, all or part of the -
assets received puréuant to this Agreement or pursﬁar_xt to applicable law, as may be required by the
Liquidator to pay thé pro rata portion of all ailow,ed claims of secured creditors and claims falling
within the priorities established in California Insurance Code section ld33(a) 1) -(©), m accordance
with those priorities, as the code section exists or may exist in the future. This obligation will .
iﬁclude an obligation to return any assets that are in excess of the total distribution that the Guaranty
Association would be entitled to from the “SNIQLL Companies” Estate pursuant to California
Iﬁsufance Code section 1033(a) at the time of a proposed distribution by the Commissioner. In fhe
event that the Guaranty Association’s receipt of distributions 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 pro rata distribution to which the Guaranty Association is entitled
under a court apprdved 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 wi'thAall requirements set forth in California Insurance

Code §1035.5.

6. If any legal action is necéssary 1o et_lforce this agreement, thé Guaranty Association agfeés
* 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 td Show
Cause and Guaranty Association agrées, for this purpose only, to subject itself to the jﬁrisdiction 6f
the County of I.;os Angelés Superior Couﬁ of the State éf California by way of an Order to Shqw

Cause procedure.

Dated: 7/ 20 2010 STEVEPOIZNER
: , Insurance Commissioner of the State of California,
Liquidator of SNICIL Companies in Liquidation

By @MLJ 2 Zl.g 5\_
DAVID E. WILSON :
Special Deputy Insurance Commissioner

5)7?&/

]?ated: g%chi : ;2010'

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

I, Raymond Mmehan declare as follows
1. I'am employed as Chief Frnan01a1 Ofﬁcer of the Cahforma Insurance

Cormissioner’s Conservation & Liquidation O.fﬁce. I have 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 anct would competently testify thereto.

3. As Chief Financial Officer forthe Insolvent Cornpanies, lam responsible for
preparing, supervising and reviewing the financial accounting for the Insoivent Companies.

4. In deterrnining the proposed amount to be distributed by each of the estates and

‘pursuant to Insurance Code § 1035.5(b) the Liquidator has retained sufficient assets to provide for

the payment of expenses administration, the payment of claims of secured creditors (to the extent
of the value of the security held) and claims within the pr1or1t1es 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 11qu1d
investment assets on behalf of the California: Compensation Insurance Company (“California
Compensation”) to provide for the payment of $575 for accrued, expenses as of March 3 i‘, 2012;
$335,047 for unclaimed property to be escheatect; andr$21,641,'453 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 Litigation 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 $19, 019,768 in excess liquid investment assets avarlable The
excess liquid investment assets are more than adequate to cover all future administrative
expenditures and additional distributions. | A

6. Pursuant to Insurance Code § 1035.5(b) the Liquidator has retained liquid
investment ass_ets on behalf of Combined Benefits Insurance Company (“Cornbined Benefits”) to

provide for the payment of $10 for accrued expenses as of March 31, 2012; $603 for unclaimed
: : ' 15 ’
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property to be escheated; and $203,597 to secure Combined Benefits’ proportionaté share of the
SNTL Lien. After taking into account these amounts including the proposed distribution,
Combined Benefits has an additional $12,606,992 in excess liquid investment assets. The excess
liquid investment assets are more than adequaté to cover any future adminiétraﬁve expenditures
and additional distributions. ‘ |

7. | Pursuant to Insu’rancev Code § 1035 .S(b)‘ the Liquiciator has‘retaine‘d liqiiid .
investment assets on behalf of Supetior National Insurance Company (“Superior National”) to .
provid‘e for the payment of $1,713 for accrued expenses as of March 31, 2012; $81,950 for '
unclaimed property to be escheated; and $4,974,776 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 $i3,605 ,828 in excess liquid investment assets.
The excess liquid invéstment 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 éf Superior Pacific Casualty Company (“Superior Pacific) to prcividé
for the payment of $38 for accrued expenses as of March 31, 2012; $386 for unclaimed property
to be escheated; and $72,297 to secure Superior Pacific’s propqrtionate share of the SNTL Lieri.
After takirig into account these amounts inciuding the pfbpcised distribution, Superior Pacific has
an additional $1,867,723 in excess liquid investment assets. The excess liquid investment assets
are more than adequate to cover all future administrative expenditures and additional |
distributions.

9. Pursuantto Insurance'Code § 1035.5(b) thé Liquidator has retained liquid
investment assets on behalf of Commercial Compensation Casuaity Compény (“Commercial
Compensation™) to provide for the payment of $463,729 for accrued expenses as of March 31,
2012; $219,111 for unclaimed property to be escheaited; and'$1,107,877 to secure Commercial
Compensation’s proporﬁonate share of the SNTL Lien. After taking into account these amounts
including the proposed distribution, Commercial Compensation has an additional $10,579,508 in

excess liquid investment assets. The excess liquid investment assets are more than-adequate to
16
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cover all future administrative expenditures and additional distributions.

10. Attached and'incorporated herein as Exhibit “A”1s a true and correct copy ofa '
Liquidation.” This spreadsheet accurately. details total cash in possession and certain liability of
the Liquidator as of March 3 1., 2012, and the other cash availability calculations of California
Compensation, Combined Benefits, Superior National, Superior Pacific 'andeomm'ercial .
Compensation.

11.  Attached and 1ncorporated herein as Exhlblt “B” is a true and correct copy of a

spreadsheet entitled “Superlor National Insurance Companies in Liquidation, Summary of 9

Early Access Distribution to IGAs.” ThlS spreadsheet accurately deta11s the proposed amounts of

" the early access distributions to each IGA by each of the Insolvent Companies. |

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

foregomg is true and correct.

Executed this g day of July, 2012, at San Fran01sco California.

17
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