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August 22, 2001

IN THE COURT OF COMMON PLEAS
FRANKLIN COUNTY, OHIO
CIVIL DIVISION

J. LEE COVINGTON, II, : ’ :
SUPERINTENDENT OF INSURANCE

OHIO DEPARTMENT OF INSURANCE :

CASE NO. 00 CVHIZ2 11391

Plaintiff, : o

: JUDGE MCGRATH S

VS. . '»),(

PROLIANCE INSURANCE : b

COMPANY : S
Defendant.

APPLICATION FOR APPROVAL OF THE PLAN FOR DISBURSEMENT
OF THE ASSETS OF PROLIANCE INSURANCE COMPANY
TO GUARANTY ASSOCIATIONS PURSUANT TO OHIO REV. CODE 3903.34
AND REQUEST FOR EXTENSION OF TIME TO RESPOND

J. Lee Covington, II, in his capacity as the Court-appointed liquidator ("Liquidator") of

Proliance Insurance Company ("Proliance"), hereby applies to this Court for approval of the

attached Plan for Disbursement of Assets to Guaranty Associations Pursuant to Ohio Revised

Code Section 3903.34 (the "Plan"), and in support thereof states as follows:

1. On April 24, 2001, this Court entered its Agreed Order of Liquidation and

Appointment of Liquidator, which contained a finding in paragraph 4 at page 2 thereof that

Proliance was insolvent, as defined in Ohio Rev. Code 3903.01(K).



2. Pursuant to Ohio Rev. Code 3903.34(A), the Liquidator is required to make
application to the Court within one hundred twenty days of the final determination of insolvency
for approval of a proposal to disburse assets out of marshaled assets, from time to time as such
assets become available, to any guaranty associations which have obligations because of such
insolvency.

3. Pursuant to Ohio Rev. Code 3903.34(E), notice of the Application was servéd
upon the guaranty associations and the superintendent or commissioner of insurance of each
applicable state, at least 30 days prior to the submission of this Application to the Court, in the
manner provided for in Section 3903.34(E).

4. The proposed Plan is attached hereto as Exhibit A. It meets the requirements of
Ohio Rev. Code 3903.34.

5. The Liquidator further respectfully requests that this Court approve this
Application and the Plan in accordance with Ohio Rev. Code 3903.34

Respectfully submitted,

BETTY D. MONTGOMERY
-ATTORNEY GENERAL OF OHIO

S5

KEITH W. SCHNEIDER (0041616)
MAGUIRE & SCHNEIDER CO., LLP
250 Civil Center Drive, Suite 200
Columbus, Ohio 43215

Telephone:  614.224.1222

Facsimile: 614.224.1236

Counsel for J. Lee Covington II, Liquidator
of Proliance Insurance Company




Co-Counsel

BETTY D. MONTGOMERY
ATTORNEY GENERAL OF OHIO

W. SCOTT MYERS (0040686)
Assistant Attorney General

Health and Human Services Section
30 East Broad Street, 26" F1.
Columbus, Ohio 43215-3428

(614) 466-8600

LAWRENCE D. PRATT (0021870)
Assistant Attorney General

Health and Human Services Section
30 East Broad Street, 26" F1.
Columbus, Ohio 43215-3428

(614) 466-8600

CERTIFICATE OF SERVICE

The undersigned hereby certifies that true copy of the foregoing has been mailed by first
class U. S. Mail, postage prepaid, to the following applicable guarantee association on this 23"
day of August, 2001:

Frank A. Gartland

President

Ohio Insurance Guaranty Association
1840 Mackenzie Drive

Columbus, OH 43220

KEITH W_SCHNEIDER (0041616)



Exhibit A



LIQUIDATION OF PROLIANCE INSURANCE COMPANY

PLAN FOR DISBURSEMENT OF ASSETS
TO GUARANTY ASSOCIATIONS
PURSUANT TO OHIO REVISED CODE SECTION 3903.34

J. Lee Covington, II, Superintendent of Insurance of the State of Ohio, as Liquidator (the
“Liquidator”) of Proliance Insurance Company (“Proliance”) hereby submits the following Plan
for Disbursement of Assets to Guaranty Associations pursuant Ohio Revised Code § 3903.34

(the “Plan”):

L

II.

The Liquidator shall make cash disbursements out of marshaled assets, from time
to time as such assets become available, to appropriate state insurance guaranty
associations (hereinafter referred to as “Associations”) in amounts calculated
according to this Plan. After the Liquidator has ample and sufficient time to
evaluate, ascertain and determine the amount of assets, required reserves,
potential claims and liabilities under this Plan, he shall make a calculation under
this Plan, and shall continue to make such calculations under this Plan at least
annually thereafter. In no event shall the Liquidator be required to make the first
review of this calculation before April 24, 2002.

The Liquidator shall make the following calculations and determinations based
upon the best information available to him:

A. The total amount of liquid assets available. The Liquidator shall not be
required to increase liquid assets for purposes of this Plan by making
forced or quick sales that result in obtaining less than market value for
assets. Liquid assets shall not include real estate, book value of a
subsidiary, deposits held by other states, any assets over which the
Liquidator does not have complete control, or any assets that are subject to
potential claims of other persons.

B. The amount of reserves necessary pursuant to Ohio Revised Code §
3903.42(A) for the payment of expenses of administration of the
liquidation, including, but not limited to, the following:

1. The actual and necessary costs of preserving or recovering the
assets of the insurer;

2. Compensation for all services rendered and to be rendered in the
liquidation including reasonable attorneys, consulting, tax,
auditing, and other fees for services rendered and expected to be
rendered;



3. Compensation of Liquidation Office employees and all other
general operating expenses attributable to the PROLIANCE
liquidation;

4. Necessary filing fees and mileage and fees payable to Wwitnesses.

To the extent that assets subject to secured claims are included in the total
liquid assets available under Paragraph A, the amount of reserves
necessary for the payment of claims of secured creditors, to the extent of
the value of the security held.

The amount of reserves necessary for the payment of claims entitled to
priority under Ohio Revised Code § 3903.42(D).

The amount of liquid assets available for disbursement to all claimants
entitled to priority under Ohio Revised Code § 3903.42(B). This amount
shall be determined by subtracting the amounts determined in Paragraphs
B, C, and D from the amount determined in Paragraph A.

The estimated total amount to which the Associations are entitled to a
distribution under Ohio Revised Code §§ 3903.42(A) & (B) based on the
amounts that have been paid or reserved as covered by state guaranty
association statutes (the “Association’s Claim”). The Liquidator may
require the Associations to submit their estimates of the Association’s
Claim, in the form of responses to interrogatories or otherwise.

The estimated total amount of claims that are entitled to priority under
Ohio Revised Code § 3903.42(B), but are not covered by state insurance
guaranty associations’ statutes. This amount shall include valid claims
under policies of insurance issued or assumed by Proliance that are not
covered by the insurance guaranty associations, and amounts which
exceed the guaranty association coverage provided under their respective
statutes.

The estimated total amount of claims that are entitled to priority under
Ohio Revised Code § 3903.42(B) plus the estimated total amount for
which the Associations are entitled to priority under Ohio Revised Code §
3903.42(A) (the sum of Paragraph F and Paragraph Q).

The percentage that the total amount of the Association’s Claims
comprises of the estimated total amount of claims that are entitled to
priority under Ohio Revised Code § 3903.42(B) plus the estimated total
amount for which the Associations are entitled to priority under Ohio
Revised Code § 3903.42(A) (Paragraph F divided by Paragraph H).



IIL.

IV.

J. The amount paid to the Associations by the Liquidator on prior
disbursements under this Plan.

K. The cumulative amount to be distributed to the Associations to date. This
amount shall be determined by: 1) adding the amount of liquid assets
available for disbursement to the Associations and all other claimants
entitled to priority under Ohio Revised Code § 3903.42(B)-(Paragraph E)
and the amount paid to the Associations by the Liquidator on prior
disbursements under this Plan (Paragraph J); and 2) multiplying this sum
by the percentage calculated under Paragraph L.

L. The total amount to be distributed to the Associations shall be the amount
calculated under Paragraph K minus the amount paid to the Associations
by the Liquidator on prior disbursements under this Plan (Paragraph K
minus Paragraph J).

The total amount of each distribution made pursuant to this Plan, shall be
allocated and paid to each Association pro-rata based on the amount of each
Association’s Claim. The allocation made at the time of each distribution,
following the initial distribution, shall be cumulative and shall be based on the
total amount of each Association’s Claim. The amounts that the Liquidator is
obligated to pay for any early access distribution hereunder shall not be reduced
by the amount of any statutory/special deposit maintained in the state of a
particular Association unless such deposit is actually received by the Association
or unless the Liquidator obtains approval from the Liquidation Court to reduce an
early access distribution to a specific Association or Associations by the amount
of any statutory/special deposit yet to be released to the Association. To the
extent that an Association directly collects or receives any subrogation, deductible
or other recoveries in connection with claims paid by the Association, the
amounts that the Liquidator shall distribute to each Association shall be reduced
by the amount of such subrogation, deductible or other recoveries if and when it is
determined that such subrogation, deductible or other recoveries are assets of the
liquidation estate. Should an early access distribution to a particular Association
be reduced because the Association has received a statutory/special deposit,
subrogation recovery, deductible recovery or other recovery, or because the
Liquidation Court has approved the reduction of an early access distribution to a
specific Association or Associations by the amount of any statutory/special
deposit yet to be released to the Association, then the amount that, but for the
statutory/special deposit or recovery, would have been released to such
Association shall be distributed in accordance with this Paragraph III to the
Associations eligible for such distribution.

Any payment to be made under the provisions of this Plan shall be conditioned
upon the Association agreeing, executing and returning to the Liquidator, the
Agreement attached hereto as Exhibit “1” (the “Agreement”).



EXHIBIT 1

LIQUIDATION OF
PROLJANCE INSURANCE COMPANY

AGREEMENT

This agreement entered into between J. Lee Covington, 11, Superintendent of Insurance,
State of Ohio, as Liquidator of Proliance Insurance Company (hereinafter referred to as
“Liquidator’) and (hereinafter referred to as
the “Association”) pursuant to the provisions of Ohio Revised Code § 3903.34. It is hereby
agreed between the parties that in order for the Association to receive and the Liquidator to
release the distribution of assets pursuant to the Plan for Disbursement of Assets to Guaranty
Associations Pursuant to Ohio Revised Code § 3903.34 (the “Plan”) approved by the Liquidation
Court, the Association agrees as follows to:

A.

Submit to the jurisdiction of the Court of Common Pleas, Franklin County, Ohio
(hereinafter referred to as the “Liquidation Court™) with respect to any claim,
issue or dispute involving, arising out of or relating to this Agreement, or to the
Plan, provided, however, that nothing in this Agreement or the Plan is intended to
affect the proper venue or forum for any action arising out of or relating to any
other matter or controversy, nor shall the fact that the Association agreed to the
Plan or executed this Agreement be used for purposes of arguing the proper venue
of any such action; ’

Timely respond in good faith to all requests for information submitted to it by the
Liquidator;

Acknowledge the receipt of notice and a copy of the Order of Liquidation and
Appointment of Liquidator, entered by the Liquidation Court in this matter on
April 24, 2001, Civil Action 00CVH12-11391, and acknowledge the
Association’s obligation to abide by the terms and conditions of such Order that
are applicable to the Association;

Establish and maintain a separate ledger account for the receipt of any payment
herein,;

Permit the Liquidator to examine its books and records relevant to the Proliance
Insurance Company, upon reasonable notice and at reasonable times not to exceed
quarterly, before final distribution;

At least once each quarter, the Association will provided the Liquidator with
report(s) in accordance with the NAIC Uniform Data Standards Reporting
Format, and such other information as may reasonably be required by the
Liquidator;



G. Return to the Liquidator, upon his request, any assets together with income eamned
on the assets previously disbursed or received, which may be required to pay
claims of secured creditors and/or claims that are of an equal or higher priority of
distribution established in Ohio Revised Code § 3903.42, which return of assets
and income shall be made within thirty (30) days after request is made by the
Liquidator in accordance with paragraph N, or within sixty (60) days after such
request is made if it is necessary for the Association to make an assessment,

H. Reimburse the Liquidator for any amount paid or received in excess of an amount
it is ultimately determined the Association is entitled to receive upon final account
having been filed by the Liquidator and approved by the Liquidation Court, which
reimbursement shall be made within thirty (30) days after request is made by the
Liquidator in accordance with paragraph O, or within sixty (60) days after such
request is made if it is necessary for the Association to make an assessment;

I Make a full report to the Liquidator accounting for all assets disbursed to the
Association, all disbursements made therefrom, any interest earned by the
Association on such assets and any other matter reasonably required by the
Liquidator or the Liquidation Court;

J. As soon as practicable, return all closed case/claim files to the Liquidator, which
closed files the Liquidator agrees to return to the Association upon its reasonable
request;

K. Any action at law, suit in equity or judicial proceeding for the enforcement of this

Agreement shall be instituted or resolved in the Liquidation Court, and that this
Agreement shall be governed by the laws of the State of Ohio.

L. Any notice or service required or permitted under the terms of this Agreement to be
given to the parties shall be deemed given (i) if actually received by the intended
recipient by any means of manual delivery or electronic transmission or (ii) if posted
by prepaid certified mail, return receipt requested, or (iii) if consigned to and
receipted by a commercial delivery service and addressed as follows:

If to the Liquidator:

Proliance Insurance Company, In Liquidation
Attn: Douglas L. Hertlein

1366 Dublin Road

Columbus, Ohio 43215

Telephone: (614) 487-9200

Fax: (614) 487-9418



With a copy to:

Scott Myers

Health and Human Services:
Attorney General

State Office Tower, 26th Floor
30 East Broad Street
Columbus, Ohio 43215-3428
Telephone: (614) 466-8600
Fax: (614) 466-6090

If to the Association:

Telephone: /-
FAX: /-

With a copy to:

Telephone: /-
FAX: /-



The execution of this Agreement by the Association, and the acceptance by the Association of
any amount distributed pursuant to the Plan, shall be without prejudice to the Association's rights
with respect to final or other distributions from the estate of Proliance Insurance Company.
Without limiting the generality of the foregoing, the Association reserves its rights to assert
whatever claim the Association deems appropriate with respect to the composition of and
priority to be afforded to the Association's clain for its payment of losses and expenses, and its
rights with respect to any issues relating to what assets constitute assets of the estate.

J. LEE COVINGTON, II, LIQUIDATOR ASSOCIATION:
By: By:

DOUGLAS L. HERTLEIN

Chief Deputy Liquidator Its:
Dated: Dated:
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