IN THE COURT OF COMMON PLEAS
FRANKLIN COUNTY, OHIO

MARY TAYLOR,
Superintendent of Insurance

: CASE NO. 08CVH07-10725
in her Capacity as Liguidator of :
The Guarantee Title and Trust Company, :
: JUDGE GUY L. REECE, II
Plaintiff, :
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The Guarantee Title and Trust Company, : . . 3
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MOTION FOR ORDER APPROVING 8 :I;'- ?:”f;’;cj
LIQUIDATOR'S FINAL REPORT OF CLAIMS, RESERVE FOR ADMINIS 'ﬁ'E%g
EXPENSES, AND AUTHORIZING FINAL DISTRIBUTION OF ASSE S €=
OF THE GUARANTEE TITLE AND TRUST COMPANY - LRy

Plaintiff, Mary Taylor, Ohio Superintendent of Insurance, in her capacity as Liquidator

(the “Liquidator™) of The Guaran;ee Title and Trust Company (“GTT™), requests this Court,
pursuant to R.C. 3903.42, 3903.43 and 3903.44 and related sections, for an Order approving the
Liguidator’s Final Report of Class 1 and 2 Ciaims, including the determinations of the amounts
and the classes of each claim as set forth therein, and authorizing the Liquidator to make a final
distribution of all of the remaining assets of GTT to claimants in Classes 1 and 2 (as defined in
R.C. 3903.42) on their allowed claims pursuant to Exhibits A through C. Exhibits A, B and C

are attached and are incorporated by reference into this Motion, A Memorandum in Support is
attached,



Respectfully submitted,

MIKE DEWINE
Attorney General State of Ohio

By Special Counsel:
, JACKSON & KRANTZ, PLL

Valdfia C.¥Hoover (0059596)

655 Metro Place South, Suite. 600

Dublin, OH 43016

Telephone: (614) 408-9700

Facsimile: (216) 621-6536

Attorneys for the Liguidator of The Guarantee Title and
Trust Company



MEMORANDUM IN SUPPORT
L Introduction
On October 27, 2008, this Cowurt issued an order placing The Guarantee Title and Trust
Company (“GTT”) in liquidation pursuant to R.C. Chapter 3903 and appointing the OChio
Superintendent of Insurance as the Liquidator. At that time, this Court also ordered that October
27, 2009 was the absolute final bar date for filing proofs of claims and approved the Liquidator’s
Notice of the liguidation. The Liquidator mailed the approved Notice io all applicable Insurance
Departments, all known claimants and policyholders and all known agents in accordance with
R.C. 3903.22. The Liquidator also published the Notice in six newspapers throughout the United
States and has continuously provided information on her website as required by the Liquidation
Order.
~ The Liquidator thereafier mailed 71,315 proof of claim forms fo all known claimants and
policyholders. Ultimately, approximately 780 claimants filed timely proofs of claims that were
received by the Liquidator on or before the absolute final bar date.! R.C. 3903.43(A) provides,
in relevant part, that “[t]he liquidator shall review all claims duly filed in the liquidation and

»wl

shall make such further investigation as [s]he considers necessary.”” The Liquidator previously

! Sixty-three (63) proofs of ¢laims were received after the absolute final bar date, These claims are barred

pursuant to R.C, 3903.22, R_.C. 3903.35 and the Liquidation Order,

2

R.C. 3903 43continues in ifs entirety:

“(A) ... He [the liquidator] may compound, compromise or in any other manner negotiate the amount for
which claims will be recommended to the court except where the liquidator is required by taw to accept
claims as settled by any person or organization, including guaranty association or foreign guaranty
association. Unresolved disputes shall be determined under section 3903.39 of the Revised Code. As soon
as practicable, he [the liquidator] shall present to the court a report of the claims against the insurer with his
recommendations. The repert shall contain the name and address of each claimant and the amount of the
claim finally recommended, if any. If the insurer has issned annuities or life insurance policies, the
liquidator shall report the person fo whom, according to the records of the insurer, amounts are owed as
cash surrender values or other investment value and the emounts owed.



reported to the Court that she reviewed all timely proofs of claim that she received on or before
the absolute final bar date in accordance with R.C. Chapter 3903 and the Orders of this Court.

R.C. 3903 .42 establishes the priority classification of proofs of claims payable from the
general assets of GTT. The statute establishes nine classes of claims. The statute further
provides that “[elvery claim in each class shall be paid in full or adequate funds retained for such
payment before the members of the next class receive any payment.” The Liquidator is
prepared, with the approval of this Court, to make a final pro rata distribution from GTT's
remaining available assets to claimants of allowed Class 1 and 2 claims as listed in the
Liciuidator‘s Final Report of Claims set forth in Exhibit A attached, and thereafler proceed to
close this estate. The amount to be distributed t6 each claimant is reflected in Exhibit A, |

The names and address of the claimants are redacted in the Liguidator's Final Report of
Claims because of claimant complaints the Liquidator received in other prior liquidation cases.
[n those prior liquidations, several claimants reported that they had been contacted and
questioned by claims buyers, neighbors, and others concerning their distributions. Thus, the
Liquidator is protecting all claimants by redacting their contact information in the Final Reports
of Claims in this anci other liquidation cases, The claimants’ names and address will be
disclosed in camera to the Court and filed under seal to comply with the requircments of R.C.
3903.43.

The Liquidator will also post on her website at www.ohlig.com under Open Liquidations

— Guaramtee Title and Trust, this Motion and the Exhibits. Exhibit A, the Liguidator's Final

(B The court may approve, disapprove, or modify the report on claims by the liquidator. Such reports
as are not modified by the court within a period of sixty days following submission by the liguidator shall
be treated by the liquidator as allowed claims subject thereafter to later modification or te rulings made by
the court pursuant to section 3903.39 of the revised Code. No claim under a pelicy of insurance shall be
allowed for an amount in excess of policy limits.



Report of Claims, and Exhibit C reporting undeliverable claims, will be posted on the website in
the form of a searchable PDF so that claimants can search for information about their claims
using their Proof of Claim (Liquidator) Number and have meaningful review of the information
related to their claims in advance of the hearing on June 8, 2011. The website also notifies
claimants that they may call the Liguidation Office if they have questions about the Report.

IL, | Assets

As previously reported to the Court, GTT had very limited unencumbered liquid assets at
the time of rehabilitation and liquidation, During the course of this liquidation proceeding, the
Liquidator focused on conservation of the assets. She also reviewed the books and recorcis of
GTT and identified estate assets. The Liquidator, where reasonable, spent estate assets to collect
other known assets of GTT as reported on the Liquidator’s periodic accountings filed with this
Court. The largest assets collected to date include the return of statutory deposits by various
states, the rccévery of $304,000 from the directors’ and officers’ insurer, and the recovery of
$175,000 in recoupments.

As of May 26, 2011, the Liquidator currently holds general liquid assets of GTT in the
total amount of $2,067,280.23 (the “Current Asset Balance™). This is the total sum available for
distribution as set forth below.

IE. Undeliverable Claims

There are two (2) Undeliverable Claims in Class 2 as reported on Exhibit C. Both are

valued at zero dollars. Therefore, they do not result in unclaimed funds available for distribution

pursuant to R.C. 3903.39(A) and R.C. 3903.45(A).



Iv. Class 1 Administrative Expenses
A. Final Report of Class 1 Claims

At the time of liquidation, GTT wrote business in multiple states. Of those states, only
Michigan has a title insurance guaranfy association that is statutorily obligated to
administer/process and pay certain, covered Class 2 (policyholder) level claims up to applicable
statutory limits. To date, however, the Michigan guaranty fund (“Michigan [GA™) has denied atl
policyholder claims as uncovered under its statutes or under GTT policies or has otherwise
denied the claims. Notwithstanding these denials, the Michigan IGA has submitted a proof of
tlaim which includes a Class 1 administrative priority expense obligation of $140,309.27 for its
legal and administrative cost to handle approximately 300 Michigan policyholder claims,

‘The Liquidator was unsuccessful in obtaining the Michigan IGA’s agreement to negotiate
any porﬁon of its Class 1 claim. The Liquidator has determined, in her discretion, not to litigate
the Michigan IGA ¢laim because the Liquidator aci(nowiedges that a Class 1 obligation to this
IGA exists under R.C. 3903.42(A)(6) and because the costs associated with keeping the estate
open and litigating some reduction of the claim will likély exceed the benefit of proceeding with
prompt payment of allowed Class 2 claimants. As a result, one allowed Class 1 claim exists, the
Michigan Guaranty Association claim in the amount of $140,309,27. This is the only Class 1
claim with a value greater than zero.

B. Identification of the Liquidator’s Class 1 Administrative Expenses

The Liquidator in this case, as in all liquidations, is required consistent with RC 3503.42
to make an adjustment to the Current Asset Balance as of the time of the final distribution to

reserve and pay for known future Class 1 administrative expenses that the Liquidator will incur



in conjunction with and following the filing of this motion: completing the final distribution to
allowed claimants: monitoring the clearing of distribution checks; and, completing various post-
closure administrative tasks discussed more fully later in this memorandum. The Liquidator’s
internal controls include a distribution accounting procedure implemented in 1995 for estimating
prior to distribution to claimants in Class 2, and then recording post-distribution, future
administrative expenses. The Liquidator conservatively estimates that the administrative -
expenses necessary to conclude the administration of this liquidation total $53,948.15 as of May
22, 2011. This is the sum the Liquidator will reserve from the assets of the GTT estate for the
Liquidator’s pre-payfncnt of her Class 1 administrative expenses incurred after May 22, 2011,

In this case, the futufe administrative expenses include administrative expenses that the
Liquidator will incur in conjunction with and following the filing of this motion and the final
distribution 1o claimants to conclude the administration of this liquidation, such as salaries of
liquidation office employees, preparation and filing of federal tax returns through 2011, payment
of outside legal fees and expenses billed after April 30, 2011, re-issuing or processing through
unclaimed funds any returned distribution checks, and compliance with records retention and
destruction schedules running through 2018, An explanation of the expenses is attached as
Exhibit B.

C. Treatment and Accounting of Liguidator’s Future Administrative Expenses

The sum reserved for payment of the Liquidator’s Class 1 Administrative Expenses will
continue to be held in GTT’s bank account until the GTT case is terminated, the corporation
dissolved, its bank account closed and the Liquidator discharged pursuant to a Termination Order
1o be entered by this Court, all of which should occur in this case on or near September 30, 2011.

The Liquidator typically files an Application for Termination approximately three (3) or four (4)



months after the final distribution. The main reason for this procedure is to allow ample tirme for
distribution checks (including any reissued checks) to clear the GTT bank account. During this
time, many of the projected future administrative expenses are actually incurred and are paid for
by GTT from the reserved funds held in the GTT bank account, ie., attorneys fees are paid as
incutred, .salaries a:;'e paid as incurred, etc.

At the time of termination and as part of the discharge of the Liquidator, the dissolution
of GTT and the closing of its bank accounts on or around September 30, 2011, the few remaining
obligations of GTT (i.e., the 2011 tax return, cost of document retention through 2018 and then
destruction) will be transferred to LMI Insurance Company in Liquidation (“LMI”) in exchange
for the prepayment and transfer to LMI of GTT’s remaining reserve for administrative expenses
pursuant to the Liquidator’s Administrative Expense Operating Procedure effective January 1,
2011 (“AOP™) that was approved in the LMI Liquidation case on December 21, 2010 and
approved in this case on January 12, 2011, As a result, the amount of reserve for Administrative
Expenses remaining in the GTT bank account at termination will be pre-paid to LMI as a pre-
payment of GTT's administrative expense obligations. The payment and receipt of these funds
wiil be reflected respectively on the GTT final periodic accounting filed in this case and also in
the LMI periodic accounting reports filed in the LMI Liquidation Case, but the expenditures of
the funds are not separately tracked, accounted for or reported pursuant to the provisions of
paragraph 3 on page 8 of the AQP that apply to Closed and Closing Estates.

V. Liguidator’s Final Report of Class 2 Claims

Class 2 claims are defined by statute as “all claims under policies for losses incurred.”

R.C. 3903.42(B). in this case, the Liquidator fully adjudicated all Class 2 proofs of claims that

she received on or before the absclute final bar date pursuant to Orders of this Court and R.C.



Chapter 3903, particularly R.C. 3903.39. The Liquidator received 385 Class 2 proofs of claims.
These claims are against the geﬁcral assets and exclude special deposit claims pursuant to this
Court’s May 12, 2011 Order. The Liquidator denied 20_0 of the Class 2 claims. From the 200
denials, 22 objections were filed. Ultimately, 19 of the objections were withdrawn and the Court
heard and resolved the remaining three objections on May 12, 2011. As a result, there are 185
allowed Class 2 claims as defined in R.C. 3903.42(B). The gross determined value of all of the
allowed Class 2 claims totals $5,601,568.14 {including those claims that are determined to be
zera), as evidenced by the attached Exhibit A.

V1. Funds Available for Distribution to Allowed Class 2 Claimants

~After subtracting the $194,257.42 in combined Class 1 Administrative Expenses
described above ($140,309.27 for the Michigan IGA Class 1 claim and $53,948.15 for the
Liquidator’s future administrative expenses) from the $2,067,280.23 Current Asset Balance, the
Liquidator is left with $1,873,022.81 (“Remaining Balance”). The Liquidator therefore does not
have assets sufficient to pay allowed Class 2 claims in full. The Liquidator intends to distribute
the Remaining Balance pro rata to allowed Class 2 claimants with allowed claims against the
general assets of the GTT Liquidation Estate pursuant to R.C. 3903.42. To arrive at the pro rata
distribution to allowed Class 2 claimants, the Liquidator divided the Remaining Balance of
$1,873,022.81 by the Class 2 gross determined value of $5,601,568.14, resulting in a pro rata
distribution of 33.4375% of the amount of each allowed Class 2 claim, which distribution
amounts have been calculated and are -as set forth on Exhibit A.
VII. Liguidator’s Final Report of Claims In Class 3
Class 3 claims are defined by statutes as “[c]laims of the federal government,” R.C.

3903.42(C). The federal government did not file any claims in this estate. On April 13, 2011,



this Court approved the Release Agreement Between the GTT estate and The United States.
Therefore, the Liguidator’s Final Report of Claims shows that there are no Class 3 claims in this

case.

VIII. Liguidater’s Fi_nal Report of Claims in Classes 4 Through 9

This Court entered an Order on March 8, 2011 instructing the Liquidator notify all
claimants in Classes 4-9 that there are insufficient assets in the estate 1o pay their claims and
therefore the Liquidator shall discontinue the investigation, valuation and determination of
claims in Classes 4-9. After doing so, this Court approved on May 12, 2011 the Liquidator’s
Final Reports of Claims in Classes 4 through 9 filed under R.C, 3003.43. As a practical matter,
this Report resulted in no payment to any claimant in these classes because the estate’s assets are
insufficient to pay any portion of any claim in any class below Class 2.

IX. Corclusion

The Liguidator will be applying to this Court on or near September 30, 2011 fora further
order to discharge the Liquidator and close the estate pursuant to R.C. 3903.46 and other related
sections. At this time, the Liquidator seeks an order of this Court approving the following
matters:

(a) The Liguidator’s Final Report of Claims in Classes 1 and 2 attached as Exhibit A,
including the determinations of the amounts and the classes of each claim as set forth therein;

(b)  the Liquidator’s Class 1 Administrative Expenses in the amount of $53,948.15, as
detailed in Exhibit B attached, for the payment of administrative expenses under Class 1 related
to closing the GTT estate, that the Liquidator incurred, but has not yet paid, or anticipates will

necessarily be incurred in the future;



(¢) the Liquidator’s payment of 100% of the approved Class 1 claim of the Michigan
IGA in the amount of $140,309.27;

@) the Liquidator’s final distribution in the total amount of $1,873,02437 as a
33.4375% pro rata distribution to Class 2 claimants on their allowed claims, as specifically
reflected in Exhibit A attached; and

{¢) that the distributions of assets are conclusive with respect to all claimantg,
whether or not they received notice, pursuant to R.C. 3903.22(C).

A draft order is attached as Exhibit D to this motion,

Respectfully submiited,

MIKE DEWINE
Attorney General State of Ohio

‘ By Special Counsel:
KOHRMAN, JACKSON & KRANTZ, PLL

\/

Valoria C. Hoover (0059596)

655 Metro Place South, Suite 604

Dublin, OH 43016

Telephone: (614) 408-9700

Facsimile: (216) 621-6536

Attorneys for the Liguidator of The Guaraniee Title and
Trust Company

o The $1.56 difference in this sum \?e;'sus the Remaining Balance is due to a rounding difference generated
by the computerized distribution system, The $1.56 difference will be offset from the Liquidator’s reserve for
administrative expenses.



CERTIFICATE OF SERVICE

I hereby certify that in accordance with paragraph 41 of the Liquidation Order, a true
and accurate copy of the Motion For Order Approving Liquidater’s Final Report of Claims,
Reserve for Administrative Expenses, and Authorizing Final Distribution of Assets of The
Guarantee Title and Trust Company was posted on the Liquidator’s website

(www.chlig.com) substantially contemporaneous with the filing of this Motion with the

ik

VALORIA C. HOOVER (0059596)
Outside Counsel for Mary Taylor,
Superintendent, Ohio Department of
Insurance, in her Capacity as Liquidaror
of The Guarantee Title and Trust Company
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Guarantee Title and Trust Company in Liquidation

PROJECTED ADMINISTRATIVE EXPENSES
FOR THE PERICOD 05/22/11 THROUGH CLO3E

Compensation:
“Salaries ,
Empioyse Benefits
Payroll and Other Taxes

. Professional Fees;

Legal Fees
Tax Preparation and Audlt Fees
Consuiting Fees and Other Outslde Contracts

Qther Expenses of Administration of Company and its Property:
Rent and Rent items
Maintenance/Repair- Faclity SFF & E
Postage, Fraight, Telephone and Internet -
Office Supply Expanse
Data Processing
Banking and investment Expense

~ Storage and Destruction of Records

Cther Exponses

PROJECTED ADMINISTRATIVE EXPENSES

8,236.75.
2,567.93
751.95

|
i

16,000.00.
20,000.00
3,003.09

4,143.15 1

3561

975.65 .
8262 ;
3148

757.98 :

1,638.28 |

_ 684.78 :

$

53,948.15 |
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IN THE COURT OF COMMON PLEAS
- FRANKLIN COUNTY, OHIO

MARY TAYLOR,

Superintendent of Insurance

in her Capacity as Liguidator of

Thke Guareutee Title and Trust Company,

CASE NO. 08CVH07-10725
JUPGE GUY L. REECE, I

Plaintiff, :

V8. :

The Guarantee Title and Trust Company,
Defendant,

ORDER GRANTING LIQUIDATOR’S MOTION FOR ORDER APPROVING
LIQUIDATOR'S FINAL REPORT OF CLAIMS, RESERVE FOR ADMINISTRATIVE

EXPENSES. AND AUTHORIZING FINAL DISTRIBUTTON OF ASSETS OF THE
GUARANTEE TITLE AND TRUST COMPANY

This matter came to be heard upon the Liguidator's Moﬁon for Order Approving
Liquidator’s Final Report of Claims, Reserve for Administrative Expenses, and Authorizing
Final Distribution of Assets of The Guarantee title and Trust Company (“GTT™) pursuant to R.C.
3903.42, 3903.43, and 3903.44 and related sections. Upon consideration of the Liquidator's
Motion, Memorandum in Support, Exhibits, including the Liquidator's Final Report of Claims,
and matters presented at the hearing, the Court finds that good grounds exists for the Motion and
that the Motion is weli-taken, and, it is hereby ORDERED, ADJUDGED and DECREED as
follows:

() The Liquidator’s Motion for Order Approving Liquidator’s Final Report of Claims,
Reserve for Administrative Expenses, and Authorizing Final Distribution of Assets of GTT is

GRANTED in its entirety;




(b) The Liquidator’s Final Report of Claims attached as Exhibit A to the Motion,
including the determinations of the amounts and the classes of each claim as set forth therein, is
hereby approved,;

(c) The Liquidator’s reservation of the amount of $53,948.15, as detailed in Exhibit B
attached to the Motion, for the payment of administrative expenses under Class 1 rclated to
closing the GTT estate, that the Liguidator incurred, but has not yet paid, or anticipates will
necessarily be incurred in this regard, is hereby approved and authorized; and

{d) The Liquidator’s report of Undeliverable Claims attached as Exhibit C to the Motion,
including the determinations of the amounts and the ciasses of each claim as set forth therein, is
hereby approved;

(e) The Liquidator is hereby authorized to make a final pro rata distribution of the
mmahﬁng assets of GTT (after subtracting the $53,948.15 reserve for administrative expenses)
as follows: (i) 100% distribution to Class 1 ($140,309.27) on their allowed elaims; and (ii)
33.4375% pro rata distribution to Class 2 ($i ,873,024.37) on their allowed claims, as specifically
reflected in Exhibit A atteched to the Motion. This distribution of GTT’s assets, and the
distribution of special deposits to special deposit claimants pursuant to this Court’s May 12,
2011 Order, are conclusive with respect to all claimants, whether or not they received notice,
pursuant to R.C, 3903.22(C).

It is 5o ORDERED.

Date: June 2011

_—

Guy L. Reece, JUDGE



APPROVED:

MIKE DEWINE
Attorney General State of Ohio

By Special Counsel:
KOHRMAN, JACKSON & KRANTZ,PLL

)

Valoria C. Hoover (0059596)

655 Metro Place South, Suite 600
Dublin, OH 43016

Telephone: (614) 408-9700

Fatsimile: (216) 621-6536

Attorrneys for the Liguidator of

The Guarantee Title and Trust Company

TOTAL P.30



