IN THE COURT OF COMMON PLEAS

FRANKLIN COUNTY, OHIO
Ann H. Womer Benjamin,

Ohio Superintendent of Insurance
in her Capacity as Liquidator of
American Druggists’ Insurance Company,
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Plaintiff, : @ @ S S

v. Case No. 86CV-03-1381 ¢ I = ia
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American Druggists’ Insurance Company, Judge Charles Schneider © ¢ =

Defendant.
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APPLICATION FOR ORDER APPROVING AND AUTHORIZING THE
LIQUIDATOR’S ABANDONMENT OF NON-CASH COLLATERAIL.

Plaintiff, Ann H. Womer Benjamin, Ohio Superintendent of Insurance, in her capacity as

Liquidator (the “Liquidator”) of American Druggists’ Insurance Company (“ADIC”), hereby
moves this Court for an Order approving and authorizing the Liquidator’s abandonment of Non-

Cash Collateral (as defined below and identified in the attached Exhibit A) determined by the
Liquidator to be of no value to the Liquidator,

and discharging and fully releasing the
Liquidator, her predecessors, assigns and any and all deputy liquidators, agents or employees of

the Office of the Ohio Insurance Liquidator from any and all responsibility and liability related

thereto, as more fully discussed in the accompanying Memorandum in Support.

Respectfully submitted,

JIM PETRO
Attorney General State of Ohio

By Special Counsel:

KEGLER, BROWN, HILL & RITTER
A Iegal Professional Association
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Kevin Kemns (0021781)

Richard W. Schuermann, Jr.(0032546)

Vinita Bahri-Mehra (0078873)

65 East State Street, Suite 1800

Columbus, OH 43215

(614) 462-5400

Attorneys for Ann H. Womer Benjamm Ohio
Superintendent of Insurance, in her Capacity as
Liquidator of American Druggists’ Insurance
Company
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MEMORANDUM IN SUPPORT OF MOTION
On April 30, 1986, this Court issued an order placing ADIC in liquidation pursuant to
Ohio Revised Code (“R.C.”) Chapter 3903 and appointing the Ohio Superintendent of Insurance
as Liquidator (the “Liquidation Order”). Since the date the Liquidation Order was entered, the
Liquidator has thoroughly reviewed the books and records of ADIC, has identified and collected,
where reasonable, all known assets of ADIC, and has reviewed, valued, classified and paid all

known claims of ADIC.

-,

S 7

On September 18, 2006, this Court approved the Liquidaté);’s recommendation for
disbursement of Cash Collateral Balance pursuant to R.C. Chapter 169. In addition to this Cash
Collateral, the Liquidator is also holding interest in certain real and personal property, including
deeds, deeds of trust, mortgages, titles or similar instruments which were posted as collateral.
Prior to being placed in Liquidation, as a part of its insurance business, ADIC would, when
requested by a Principal, issue a surety bond for the benefit of a creditor/obligee, and in many
instances, the Principal or a Third Party would post collateral to secure the Principal’s
obligations to the surety relative to such bonds(s). In most instances the collateral has been used
to reimburse the ADIC estate for all claims against ADIC on or related to these bonds, including
pre-liquidation loss payments, pre- and post-liquidation loss adjustment expense payments, and
claims by various state insurance guaranty associations made on the bonds. Sometimes, the
collateral delivered to ADIC or its agents consisted of interest in real or personal property
delivered to ADIC by means of deeds, assignments, titles, mortgages, deeds of trust, security
agreements, or similar instruments of conveyance or encumbrance (the “Non —Cash Collateral™).
A list of the Non-Cash Collateral is set forth in detail in Exhibit A, attached hereto. In those

cases where the Non-Cash Collateral is actually held by the Liquidator, the Liquidator undertook
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an investigation and review of the Non-Cash Collateral to determine if there are any outstanding
claims or losses arising out of the surety bonds that are required to be paid from this Non-Cash
Collateral. The Liquidator has determined that all outstanding claims or losses arising out of the
surety bonds for which Non-Cash Collateral was posted have been paid and is confident that no
future claims or losses will arise related to these surety bonds. Due to these circumstances, the
Liquidator has determined that the Non-Cash Collateral is of no value to the Liquidator as it is no
longer needed to secure the Principal’s obligations to ADIC and: thus, the Non-Cash Collateral
should be abandoned, and the Liquidator should release any remaini;; interest it may have in
this Non-Cash Collateral. The Liquidator has undertaken extensive efforts to release this Non-
Cash Collateral to the appropriate Principals and or Third Parties but have been unable to find
the appropriate Principals and or Third Parties who posted this remaining Non-Cash Collateral.
R.C. Section 3903.21, provides for the general powers of the Liquidator. R.C., Section
3903.21(A)(9) thereof authorizes the Liquidator to abandon and release property.! Further, R.C.
Section 3903.21(B) states that the enumeration of powers and authority set forth in subdivision
(A) of Section 3903.21 is not be construed as a limitation upon the Liquidator, nor is it to
exclude in any manner her right to do such acts not therein specifically enumerated, or otherwise
provided for, as may be necessary or appropriate for the accomplishment of or in aid of the
purpose of liquidation. Therefore, based upon the specific and general authority granted to the
Liquidator under the insurance liquidation statutes, the Liquidator, having determined that the

Non-Cash Collateral is of no value to the Liquidator as it is no longer needed to secure the

Principal’s obligations to ADIC, requests this Court to authorize the Liquidator to abandon the

IR.C,, Section 3903 21(A)(9). Acquire, hypothecate, encumber, lease, improve, sell, transfer, abandon, or otherwise
dispose of or deal with, any property of the insurer at its market value or upon such terms and conditions as are fair
and reasonable. The liquidator may execute, acknowledge, and deliver any and all deeds, assignments, releases, and
other instruments necessary or proper to effectuate any sale of property or other transaction in connection with the
liquidation.
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Non-Cash Collateral, which includes a release of any interest which remains in any known or
unknown Non-Cash Collateral, whether consisting of real or personal property, including any
deeds, assignments, titles, mortgages, deeds of trust, security agreements, or similar instruments
of conveyance or encumbrance with respect thereto, and to discharge and fully release the
Liquidator, her predecessors, assigns and any and all deputy liquidators, agents or employees of
the Office of the Ohio Insurance Liquidator from any and all responsibility and liability related

thereto.
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THEREFORE, in consideration of the foregoing, the Liquidatc;r respectfully seeks from
this honorable Court an Order approving and authorizing the Liquidator’s abandonment of the
Non-Cash Collateral and authorizing the Liquidator to release any remaining interest the
Liquidator may have in the Non-Cash Collateral identified and set forth in Exhibit A, attached
hereto, and discharging and fully releasing the Liquidator, her predecessors, assigns and any and
all deputy liquidators, agents or employees of the Liquidator from any and all responsibility and
liability related thereto.

Respectfully submitted,

JIM PETRO

Attorney General State of Ohio

By Special Counsel:

KEGLER, BROWN, HILL & RITTER

A Le%al Professional Association

Kevin Kerns{_(D021781)

Richard W. Schuermann, Jr.(0032546)

Vinita Bahri-Mehra (0078873)

65 East State Street, Suite 1800

Columbus, OH 43215

(614) 462-5400

Attorneys for Ann H. Womer Benjamin, Ohio
Superintendent of Insurance, in her Capacity as
Liquidator of American Druggists’ Insurance Company
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EXHIBIT A
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AMERICAN DRUGGISTS INSURANCE CO IN LIQUIDATION
NOT ON COLLATERAL REPORT
AS OF SEPTEMBER 30, 2006

PRINCIPAL TYPE AMOUNT

CARROLL, ALAN DEED 20,000
BEASLEY CONST\EBERHART NIXON LOC. 200,000.00
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