IN THE COMMON PLEAS COURT OF

FRANKLIN COUNTY, OHIO

ANN H. WOMER BENJAMIN

Ohio Superintendent of Insurance, :

in her capacity as Liquidator of Credit General :

Insurance Company and Credit General :

Indenmity Company,
Plaintiff,

v. ’ . CaseNo.00CVH-11-9867

Credit General Insurance Company, et al., :  Judge Pfeiffer

Defendants.

Plaintiff, Ann H. Womer Benjamin, Ohio Superintendent of Insurance, in her capacity as
Liquidator of Credit General Indemnity Company (“CGID”) and Credit General Insurance
Company (“CGIC”), moves this Court for an order approving her Reports of Independent
Auditors for the period July 1, 2003 to June 30, 2004, copies of which are attached to this

Motion and marked as Exhibits A and B. The grounds in support of this Motion ae set forth in

the accompanying Memorandum.
Respectfully submitted,
JIM PETRO
Attorney General State of Ohio
By Special Counsel:
o KEGLER, BROWN, HILL & RITTER, LPA
s E B Richard W. Sehuermann, ir.  (0032546)
Pﬁ; . R. Kevin Kems (0021781)
2= = O 65 E. State Street, Suite 1800
bz >~ x Columbus, OH 43215
< = (614) 462-5400
- §E g © Attorneys for Ann H. Womer Benjamin, in her

capacity as Liquidator of Credit General Insurance
and Credit General Indemnity Company,
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MEMORANDUM IN SUPPORT OF MOTION

‘Pursuant to O.R.C. Section 3903.18(A), this Court’s December 12, 2000 and January 5,
2001, orders to liquidate the business of CGID and CGIC, respectively, appointed Plaintiff,
Superintendent of Insurance and successors in office as Liquidator, and directed the Liquidator to
take possession of the assets of CGID and CGIC and to administer thosq assets under the general
supervision of this Court. As provided in O.R.C. Section 3903.18(E), the Order also requires the
Liquidator to account to this Court at specified intervals. Accordingly, the Liquidator submits
accountings to this Court on a semianmmal basis for the periods ending June 30th and December
31st of the year (the “Periodic Accountings™).

One of the Liquidator’s primary responsibilities is the inarshaling of assets of the CGID
and CGIC liguidation estates, for ultimate distribution to the liquidation estates’ policyholders
and creditors pursuant to O.R.C. Chapter 3903, under the supervision of this Court. In the
process of marshaling assets, the Liquidator routinely receives and deposits cash and purchases
and sells various investment securities. In order to record this activity, the Liguidator built an
internal accounting department capable -of tracking costs and recoveries and generating basic
financial reports. The cash and investment security balances are reported by the Liquidator to
this Court in the Periodic Accountings mentioned above.

In July of 1991, the Liquidator determined that it was in the best interests of all of the
Ohio liquidation estates to hire an independent auditing firm to perform an annual audit of the
Liquidator’s internal controls relating to cash receipts and disbursements and the purchase and
sale of investment securities in order fo ensure the integrity .of the Liquidator’s accounting
system. The Liquidator requested the auditing firm to render an opinion in its audit report as to
the propriety of the information presented in the Periodic Accounting, as it was the Liquidator’s
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intention to file the report with this Court to demonstrate the integrity of the Periodic

By this Motion, the Liquidator seeks this Court’s approval of the Annual Reports of
Independent Auditors for the period July 1, 2003 to June 30, 2004 (the “Reports™), attached
hereto as Exhibits A and B.

Emst & Young has completeﬂ its audit of the statements of cash and invested assets of
CGID and CGIC as of June 30, 2004 and the related statements of cash receipts and cash
disbursements for the period July 1, 2003 to June 30, 2004. Emst & Young issued the Reports
containing its audit findings which opine that the Liquidator’s financial statements present fairly,
in all material respects, both the cash and invested assets of CGID and CGIC at June 30, 2004
and cash receipts and cash disbursements for the period July 1, 2003 to June 30, 2004.

In conclusion, the Liquidator hereby requests this Court’s approval of her Report of
Independent Auditors marked as Exhibits A and B, covering the penod July 1, 2003 to June 30,

Respectfully submited,

JIM PETRO
Attorney General State of Ohio

By Special Counsel:
KEGLER, BROWN, HILL & RITTER
A Legal Professional Association

Richard W. @wrmann, Jr.  (0032546)
R. Kevin Kerns (0021781)
65 E. State Street, Suite 1800

Columbus, OH 43215

(614) 462-5400

Attorneys for Ann H. Womer Benjamin, in her
capacity as Liquidator of Credit General Insurance
Company and Credit General Indemnity Company
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CERTIFICATE OF SERVICE
I hereby certify that a true and accurate copy of the foregoing Motion and Accompanying

Memorandum was served via first class ordinary U.S. Mail, postage prepaid, this _ﬂz{’day of
May, 2005 upon all parties on the attached Service List;

Richard W. Schuefpéun, It (0032546)
R. Kevin Kemns (0021781)

o
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Kenneth Seminatore

815 Superior Avenue, Suite 1715
The Superior Building
Cleveland, OH 44114-2700

Hermann, Cabn & Schneider
1301 East Ninth Street, Suite 500
Cleveland, OH 44114-1876

Peter A. Rome
Ulmer & Berne
‘Bond Court Building

1300 East 9 Street, Suite 900
Cleveland, OH 44114-1583

-Grant Thornton
1228 Euclid Avenue, Suite 800
Cleveland, OH 44115

The Huntington National Bank
‘Vehicle Leasing

P.0. Box 2059

Columbus, OH 43216

Giovanni’s Restaurant
25550 Chagrin Avenue
Beachwood, OH 44112

Linda Panzarella

c/o Russell A. Kelm

37 W. Broad Street, Suite §60
Columbus, OH 43215

M. Collette Gibbons

Kahn, Kleinman, Yanowitz &
Ammson Co., LPA

1301 E. Ninth Street, Suite 2600
Cleveland, OH 44114-1824

SERVICE LIST

John R, Climaco, Esq.

Climaco, Lefkowitz & Garofoh
1228 Euclid Avenue, 9* Floor
Cleveland, OH 44115-1891

Kristen Brown, Esq.

Stephen D. Lerner, Esq.

Janice Bernard, Esq.

Squire, Sanders & Dempsey LLP
41 S, High Street, Snite 1300
Columbus, OH 43215-6197

CNA Insurance

Attn: Law

CNA Plaza, Smte 285
Chicago, IL 60685

Ronald A. Rispo

‘Weston, Hurd, Fallon, Paisley &
Howley

2500 Terminal Tower

50 Public Square

Cleveland, OH 44113.2241

Lisa Moore

Accelerated Claims Services, Inc.

555 N. Parkcenter Drive,
Suite 115
Santa Ana, CA 92705

Bryan Penton

Administration Claim Service
8970 West 35W Service Drive
Minneapolis, MN 55449

Steve Bemer

American Agency Systems, Inc.
101 North Robinson, Suite 300
Oklahoma City, OK 73102

Lynn Berg
P.0. Box 819045
Dallas, TX 75381-9045

Marina Joseph
Atlantic Rxsk Servxm
Madison, NJ 07940

Tammy Richison
2120 University Park Drive
Okemos, MI 48805-0077

Michael Mannella
Claimsource
P.O. Box 43280

Pittsburgh, PA. 15203

Terry Bichnseer

Crawford

1900 E, Golf Road, Suite 700
Schanmburg, IL 60173

Tonpa Dowan

Cunninghaim Lindsey

7929 Brookriver Dr., Suite 640
Dallas, TX 75247

Dave Kocourek
Gallagher Basseft
Two Pierce Place
Ttasca, IL 60143-3141

Lon Brentzel

GAB Robins

306 DaVinei Drive
Irwin, PA 15642

* Steve Seggebruch

Gates McDonald
3455 Miltl Ryn Road
Hilliard, OH 43026-9079




Greg Fazekash
2169 Andover Place
Hudson, OH 44236

Randy Chapman

Hewitt Coleman & Associates
P.0. Box 5500

Greenville, SC 29606

Dave Magin
P.0. Box 2550
Sacramento, CA 95812

Payl M. Guiko, Exec. Secretary
New Hampshire Insurance
Guaranty

One Bowdoin Square

Boston, MA 02114-2916

David Scibal

Scibal Assocs. Inc.

P.0O. Box 500

Somers Point, NJ 08244

Judy Cosenza

State Claims Adjusters

P.0. Box 13398

Alexandria, LA 713153398

Daniel W. Costello, Esq.

Porter, Wright, Morris & Arthur
41 8, High Street

Columbus, OH 43215

JYack Gregg Haught; Esq.
Jenmifer M., Turk, Esg.

John Gleason, Esq,

Mark Tucker, Esq.

Benesch Friedlander Coplan &
Armoff, LLP

88 E. Broad Street, Suite 900
Columbus, OH 43215

Jeffrey J. Cahill, Managing Sec.

N.D. Insurance Guaranty Assn.
P.0. Box 2634
Bismark, ND 58502-2634

Stephen G. Schweller, Esq.
Dinsmore & Shohl LLP
1900 Chemed Center

255 East Fifth Street
Cincinnati, Ohio 45202

Susan Kaye

Risk Enterprise Management
355 Mendota Heights Rd.,
Ste. 130

Mendota Heights, MN 55120

Jack A. King, Exec. Director
Arizona Property & Casuaity
Insurance Guaranty Fund
3443'N. Ceniral Avenue, Suite
1000

Phoenix, AZ 85012

1200 W. Third Street, Suite 340
Little Rock, AR 72201-1904

F. James Foley

Vorys Sater Seymour and Pease
P.0. Box 1008

Columbus, OH 43216-1008

Vaughn Leslie

Appalachian Claims Service
1110 West Clinch Avenue
Knoxville, TN 37916

Hunter Moss
Jim Leach

2410 Paces Ferry Road, Suite 300

Atlanta, GA 30339

Law Offices of John J. Gallagher
1760 Market Street, Suite 1100
Philadelphia, PA 19103

Daviées Burton, Manager
Ancillary Regceiverships Admin.
New York Liquidation Burean
123 William Street

New Yoik, NY 10038

Edwin E. Evans, Mapaging Sec.
S.D. Insurance Guaranty Assn.

Sioux Falls, SD 57101

Kevin D. Harris
Counsel and Secretary
NCIGF

10 West Market Street

Indianapolis, IN 46204

David A. Kopech

Kopech & Associates

140 E. Town Street, Ste. 1070
Columbus, OH 43215




Harold S. Horwich, Esq.
William F. Govier, Esq.
One State Street

Hartford, CT 06103-3178

John C. Hartranft

Porter Wright Mortis & Arthur
41°South High Street
Columbus, OH 432156194

Alan F. Berliner

Thompson Hine & Flory

One Columbus

10 West Broad Street
Columbus, OH 453215-3435

Thomas W. Jenkins
Rowe W. Snider
Lord Bissell & Brook
115 8. LaSalle
Chicago, . 60603

Jamie M. Ramsey, Esq.

Robert G. Sanker

Keating, Muething & Klekamp
1400 Provident Tower

One East Fourth Street
Cincinnati, OH 45202

Jexry D. Service, General

Manager

Florida Insurance Guaranty Assn.
10151 Deerwood Park Bivd,
Bldg. 100, Suite 400
Jacksonville, FL. 32256-0556

Sean A. McCarter, Esq.

The Law Office of Sean A.
McCarter

471 E. Broad Street, Suite 2001
Columbus, Ohio 43215

Harold S. Horwich, Esq.
Thomas J. Hennessey, Esq.
Bingham McCutchen LLP
150 Federal Street

Boston, MA 02110

‘W. Evan Price I

Matt Burkhart, Esq.

Arter & Hadden LLP

One Columbus, Suite 2100
10 West Broad Street
Columbus, OH 43215

Andrew D. Bratzel
One ServiceMaster Way
Downers Grove, TL. 60515-1700

Marvin Kelly, Exec. Director
“Texas Property & Casualty

Assistant AtlmneyGeneml
30 E. Broad Street, 26" Floor
Columbus, OH 43215-3428

Sean C. Logan, Esq.

Annapolis Consuiting Group LLC
2530 Riva Road, Suite 308
Annapolis, MD 21201

Nicholas D. Satullo, Esq.

Amy Fulmer Stevenson
Reminger & Reminger Co., LPA
Courthouse Square

505 S. High Street

Columbus, OH 43215

John F. Winkler, Bsq,
Robol & Winkler LLC
555 City Park Avenue
Columbus, Ohio 43215

Laura Darcy
6816 Oakes Road
Brecksville, OH 44141

James R. Rishel
Rinehart & Rishel

395 East Broad Street
Colunibus, OH 43215

Teresa Cowart

Atlantic Risk Services
3495 Piedmont Road, NE
Atlanta, GA 30305

David H. Levitt

Katherine Smith Dedrick, Esq.
Hinshaw & Culbertson

222 N. LaSalle, Suite 300
Chicago, IL 60601

‘Gerrit M. Pronske

Pamela Dunlop Gates
Thompson, Coe, Cousins & Irons
200 Crescent Court, 11® Floor
Dallas, TX 75201

Mary R. True

Fordham E. Huffman

Jones Day Reavis & Pogue
41 8. High Styeet, Suite 1900
Columbus, OH 43215-6103

Drexel Harris, Esq.
Anthonty Chismar

. Reliance Insurance Company

5 Hanover Square, 11" Floor
New York, NY 10004

Timothy Jay Houseal, Esq.
Marueen D. Luke, Esq.
Young Conaway Stargatt &
Taylor, LLP

Wilmington Trust Center
1100 North Market Street

_ P.O.Box 391

Wilmington, DE 19801

Frederick J. McGavran, Esq.

Vincent E. Maver, Esq.

Frost, Brown & Todd LLC

2200 PNC Center
201 E. Fifth Street
Cincinnati, OH 45202
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Office of the Ohio nsurance Liquidator

Credit General Insurance Company, in Liquidation

Statements of Cash and Invested Assets and Cash Receipts and Cash Disbursements

Fr the nerind Julv 1. 2003 to June 30. 2004-with Report of Independent Auditors
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Office of the Ohio Insurance Liquidator
Credit General Insurance Company, in Liquidation

Financial Statements

For the period July 1, 2003 to June 30, 2004

5
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i’l ERNST & YOUNG o Emst & Young up ¥ Phone: {614) 224-5678

1100 Huntin Center Fax:  {614) 222-3939
41 South High Street Www.ey.com
.. Columbus, Ohio 43215
Report of Independent Auditors
%
Mr. Donglas L. Hertlein
Chief Deputy Liquidator

Office of the Ohio Insurance Liquidator
Credit General Insurance Company, in Liquidation

We have audited the accompanying statement of cash and invested assets of Credit General
Insurance Company, in Liquidation (Estate) as of June 30, 2004, and the related statement of
cash receipts and cash disbursements for the period July 1, 2003 to June 30, 2004. These
financial statements are the responsibility of the Office of the Ohio Insurance Liquidator
(Liquidation Office). Qur responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by the Liquidation Office, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1, the statement of cash and invested assets includes only the cash and
invested assets of the Estate, and the statement of cash receipts and cash disbursements has
‘been prepared on the cash-basis of accounting, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the cash and invested assets of Credit General Insurance Company, in Liquidation at

June 30, 2004, and its cash receipts and cash disbursements for the period July 1, 2003 to
June 30, 2004, on the basis of accounting described in Note 1.

é/vmt v MLLP

A Member Practice of Emst & Young Global |

September 20, 2004
Columbus, OH
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Office of the Ohio Insurance Liguidator
Credit General Insurance Company, in Liquidation
Statement of Cash and Invested Assets

June 30

.

| 2004 2003
Cash $ 64049 § 141,392
Invested assets (Note 2) 16,413,942 18,816,261
Total cash and invested assets $ 16,477,991 $ 18,957,653
See accompanying notes.




Office of the Ohio Insurance Liquidator
Credit General Insurance Company, in Liquidation
Statement of Cash Receipts and Cash Disbursements

For the period July 1, 2003 to June 30, 2004
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%
Cash at July 1, 2003 141,392
Cash receipts:
Investment proceeds 12,766,479
Net interest and dividends 417,087
Premiums collected 1,350,284
Salvage and subrogation 278,705
Reinsurance recoveries 540,761
Reimbursement of paid losses 24,825
Proceeds from sale of assets 3,370
Proceeds from settlements 240,000
Proceeds from directors and officers 12,500
Recovery of preference payments 822,466
Recoveries under high deductible policies 115,541
Recovery of unearned commissions 448,865
Recovery from third party administrators 2,039,755
Recovery of 1.OC drawdowns 5,000
Other income 15,670
Total cash receipts 19,081,308
Cash disbursements:
Investment purchases 10,403,455
Professional fees 6,785,612
Salaries, wages and employee benefits 1,171,594
General and administrative expenses 796,410
Ancillary replacement costs 1,580
‘Total cash disbursements 19,158,651
Cash at June 30, 2004 64,049

See accompanying notes.
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Office of the Ohio Insurance Liquidator
Credit General Insurance Company, in Liquidation
Notes to Financial Statements

June 30, 2004
1. Background and Basis of Presentation

Pursuant to the Ohio Revised Code (Code), the Superintendent of the Ohio Department of
Insurance is appointed as Liquidator of domestic insurance companies which have been
determined by the Franklin County Court of Common Pleas, State of Ohio (Conrt), to be
insolvent as specified in the Code.

admnmstcrs the business affairs of the company as approved by the Court. The IAqmdator is
empowered by the Code to employ employees and agents, actuaries, accountants, appraisers,
consultants and such other personnel as considered necessary to assist in the liquidation.

Credit General Insurance Company (the Company) was placed in liquidation on January 4,
2001 by the Court and it became Credit General Insurance Company, in Liquidation (Bstate)

As is common with entities placed in fiduciary control the Liquidator has prepared the
accompanying financial statements on the cash-basis of accounting, whereby, the statement
of cash and invested assets includes only the cash and invested assets"of the Estate, and the
statement of cash receipts and cash disbursements reflects only cash transactions;
consequently, all other assets and liabilities of the Estate are not included in the statement of
cash and invested assets, and uncollected revenues and unpaid expenses are not included in
the statement of cash receipts and cash disbursements. This is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States, and
accordingly, the statements are not intended to present financial position and results of
operations in conformity with accounting principles generally accepted in the United States.

2. Invested Assets

Invested assets consist of those assets that are under the complete and direct control of the
Liquidator and are being specifically held as investments (see Note 3).

United States Government obligations, corporate obligations, municipal obligations, short-
term investments, income notes, common stock and repurchase agreements are valued at cost,
which approximates fair value.
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Office of the Ohio Insurance Liquidator
Credit General Insurance Company, in Liquidation

Notes to Pinancial Statements {continued)

2. Invested Assets (continued)
At June 30, 2004, invested assets and their approximate values consisted of the following:

,_Value Value
United States Government obligation $ 10394862 $ 150,014
Corporate obligation 745,973 743,663
‘Municipal obligation 509,310 342,718
Short-term investments 263,677 299,746
Income note 467,000 467,000
Common stock 120 120
Repurchase agreements 4033000 16,613,000
Total invested assets $ 16413942 $ 18816261

3, Statutory Deposits and Escrow Aceount

In the normal course of writing insurance in various states, the Company was required by
state statute to deposit funds with various state insurance departments. When the Estate
entered liquidation, the statutory deposits were impounded by the various state insurance
departments for the protection of policyholders within their jurisdiction. Since the Liquidator
does not have direct control over those assefs held by state insurance departments or related
entities, and it is uncertain whether all or a portion of such assets will be available to the
Liquidator in satisfying the obligations of the liguidation proceedings, they are not considered
invested assets by the Liquidator until complete and direct control over them is established.
The amount of statutory deposits as of June 30, 2004 and 2003 was $8,310,081.

4. Litigation

In liquidating the Estate, the Liquidator may initiate legal action to clarify claims, recover
reinsurance proceeds and determine legal responsibilities of the Liquidation. The Liquidator
believes that none of these actions will adversely affect the value of cash and invested assets.
The determination and priority of claims, and any distribution thereof, is defined pursuant to
Ohio Revised Code Section 3903 et seq.
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&ﬁcc of the Ohio Insurance Liquidator
Credit General Indemnity Company, in Liquidation
Statements of Cash and Invested Assets and Cash Receipts and Cash Disbursements

For the period July 1,"2003 to June 30, 2004 with Report of independent Auditors
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Office of the Ohio Insurance Liquidator
Credit General Indemmity Company, in Liquidation
Financial Statements

For the period July 1, 2003 to June 30, 2004

¥
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Financial Statements
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1100 Huntington Center Fax:  (614) 222-3939
41 South High Street www.ey.com
.- Columbus, Ohio 43215
Report of Independent Auditors
%
Mr. Douglas L, Hertlein
Chief Deputy Liquidator

Office of the Ohio Insurance Liquidator
Credit General Indemnity Company, in Liquidation

We have andited the accompanying statement of cash and invested assets of Credit General
Indemnity Company, in Liquidation (Estate) as of June 30, 2004, and the related statement of
cash receipts and cash disbursements for the period July 1, 2003 to June 30, 2004. These
financial statements are the responsibility of the Office of the Ohio Insurance Liquidator
(Liquidation Office). Our responsibility is to express an opinion on these financisl statements
based on our audit.

We conducted our -audit in :accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by the Liquidation Office, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1, the statement of cash and invested assets includes only the cash and
invested assets of the Estate, and the statement of cash receipts and cash disbursements has
been prepared on the cash-basis of accounting, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the cash and invested assets of Credit General Indemnity Company, in Liquidation

at June 30, 2004, and its cash receipts and cash disbursements for the period July 1, 2003 to
June 30, 2004, on the basis of accounting described in Note 1.

émt MLL?
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September 20, 2004
Columbus, OH
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Office of the Ohio Insurance Liquidator
Credit General Indemmity Company, in Liguidation
Statement of Cash and Invested Assets

June 30
] 2004 2003

Cash $ 95,961 $ 138,051

Invested assets (Note 2) _ 4666128 3,723,048

Total cash and invested assets $ 4762089 § 3,861,099

See accompanying notes.
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Office of the Ohio Insurance Liquidator

Credit General Indemnity Company, in Liquidation

Statement of Cash Receipts and Cash Disbursements

For the period July 1, 2003 to June 30, 2004

N

Cash at July 1, 2004

Cash receipts:
Investment proceeds
Net interest and dividends
Premiums collected

Total cash receipts

Cash disbursements:
Investment purchases
Professional fees
Salaries, wages and employee benefits
General and administrative expenses
Total cash disbursements

Cash at June 30, 2004

See accompanying notes.

$

138,051

1,781,000
139,830
688,975

2,609,805

2,476,059

57,186
96,875
21,775

2651895

$

95,961




