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Widepmenr.
/, g()n April 3, 1986, Midland Insurance Company,

ingurer, was declared insolvent and p:iac&d into Hquidati

8 Now York suthorized stock casuaity

on ("Midland™) under the receivership of

the Supecimtendent of Insurance (“’Supvrintendem"} of the State of New York ag liquidator of

Midlang (“Liquidator™). Pursuant te Insursnce Law Section 7434, payments to be distributed

from the Midland estule are made on allowed claims. By order dated January 30, 1997 (*“January

FILE R

i ‘@ Pursuant to a Decision and Order dated January 14, 2008 (the "Decision™), this Court
held that *

1997 Order™), Justicn Beverly Cohen appiroved a procedure for the atlowauce of clusi

{t]o give effect to the contractual interposition rights” of Midiand®s reinsurers, the 2 609

: . MEW v
allowance procedures, in effeos pursuant o the Januacy 1997 Order, should be mO‘ii‘fFf?“7‘?2“:‘1'?‘;;46&‘3!""f(‘!—‘-
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The Desision held that those modifications should. {1} et retngurms o assert defenec,

s attlirbd re tebinfinrad e W e Liqaidatar 1y A v allowed by v | WO That s cithes

vartially o wholly remsuredi ™ and (2} "esbivsi. « orocess 0 witieh thoge defenses can e

adjudicated as part of the judicial approval process, involving a hearing before a referce

equivalent 1o that provided where an objection ix filed o the Liquidator's disallowance of a

claim." The Decision found that new procedures should “tuke into Recount a reinsurer's

contractual yvight (g fotice, a right to associate and caoperate with (he Liquidator, and/or 5 right 10

investigate eluimg,



4,  The Docision also required the Liquidator to “solicit nput from reinsurcrs, major policy

holers, and the guaranty sasociations and any other interested perties aboul proposed changes,”

and “report to the Const within 120 days with proposed changes.” Tho 120-day petiod was

extended for 75 days, with the advice and sgresment of the reinsurers, major policyholders and

the guaranty asseciations {collectively, the “Interosted Partics™).!

L{; Since July 2008, the Liquidator and certain of the Interasted Parties have apprised the

Courtof their progress in working with the Liquidator to prepare deafls of this proposed Order

over the course of several telephone conference calls, The Interested Partios have provided fitelr

input and suggested rovisions to the Liquidatog's draft of this proposed Ordor. The Liguidator
incorporated many of theso revisions into its proposed Order. The submission of this proposed
Order is without prejudice tp any right to appeal.

§T In sccordance with the Decision, and in‘addiﬁaﬂ to it draft of this proposed ()rd_er, the
Liquidator submitted an affirmation which affirms that its dvaR of thig proposed Order and the
Liquidator's revised cluims procedures for Midland (*Midiand Claims Pmcglurgs“)_ WeTs
circﬁlétéﬂ té t-he‘:ﬁ\'té:‘c.ﬁcﬂ i’éﬂieé; that ﬁﬁ: rLi-q;;id.a:tor solicited and received input from the
Interested Pacties, and that some of that input wag incorporated into its drafls of this proposed
Order and the Midland Claims Procedures.

NOW THEREFORE,

i,

The Liguidetor has comx')iicd with the Decision by modifving his claims

allowaice procedures and creating the Revised Allowance Procedures degcribed below in

Paragraph 3, Mﬁ% 3'«7{& A GKDM@W

' This extension wes predicated upon the Liquidater providing notive of such cxtonslon on the web-site of the Now
Yotk Liquidstion Buresn (“Aurezs™). Such Notico was posted on the Burcau's web-site on June 6, 2008,
Therasfire, the 75.day period wos nbgequently oxte

nded geveral tines, again, predicated on notice provided by the
Liquidator ox fhe Burean s welr.site until such tims that this proposed Order wor submitted,
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2, The Revised Allowance Procedures apply to claime of both Major Policyholders

and non-Major Policyholders, as those terms are defined n Midland Claims Procedures, The

Liquidator has the right to amend the Midlang Claims Procedures so long as any amendinents are

consistent with the Reviged Altowance Procedures contained in this Order,

3.
(%)

The Revised Allowance Procedures provide, i pettinent pait, as follows:

The Liquidator shall, on a periodic basis, prepare a it of any clnims that the
Liquidutor is congidering for allowante and that are sither partially or wholly
reinsured. The Liguidator shall mail a notice setting forth the listed claims (“Pre-
Allowance Notice”) to all reinsurers entitled to notice pursuant to one or niore
roingurance contracﬁ issued by such reinsurers (“Reingurers™). If the identitics of
506 OF ali reinsurers that potentinlly reinsuro a particular ;:laim are ot known, as '
in the cuse of certain non-Major _Policyholde? claims, a geneval notice selting forth

the applicable rights of the reingurers shall be maiied to all reingucers that have

© . notcorumuted or ommvisc_.comprow ﬁ:‘m czixg’}yiﬂx the Liquidzm &u'x o —Mﬁ%{

{b) If the Liquidator determines that a clain%shou d be a!l ed, muidamr shialt %«f» Lv?,/é@
mail the clafiant 8 Notice of Determination (“NQI}"). The WO shall advise
each such olainant that the clnim will be allowed by the Liguidator in the amount
set forth therein subject lo potential objections and court approval, The NOD

shall not be mailed until at least sixty (60) days after the Liguidator’s muiling of

the Pre-Allowance Notice,

(c) A copy of the NOD shal} be maited to the Reinsurers and also to the applicabio

State Guarunty Association ("BGA™) (or, if not known, 10 the Midland
Coordinating Committee (the “Coordinating Commillee”} of the Natfonal

Conference of Insurancs Guaranty Funds ("NCIGEY). W the claim does not

3



{d)

(®)

D

involve sny reinsurance protection and/or SGA involvement, the WOD shall not
be mailed to any Rcinﬁumrﬂ, any SGA, or the NCIGY.

If the claimant disputes the amount of the allowance, then the claimam may object
to the NOD by serving a written objection on the Liguidator (“Objection™). The
Objection must be received by the Liguidator within sixty (60) days of the datc of
the NOB. ‘The Liquidator shatl, within ten (10) business days of the dato of the
Liquidator’s receipt of the Objection, vend & w@ of the same to any Reinsurer
and to any SGA that the Liquidator knows hag sny invdlvexr;aau with the
claimaant’s claim {or, if not known, to the Coardinating Committee).

If the claimant does ot mail fo the Liguidater & notice of acceptance of the NOD
within sixty (60) daya of the dato of the NOD, then the claimant shall be doemed
t have accepted the allowance. Within ten (10) business days of tho datc that the
Liquidsator has knowledge that ﬁw allowance has been accepted or deemed
accepted, the Liguldator shalt adviae the Rgiasumm and any affected SGA (o, if
noi kﬁewu, to tﬁé Coordinating Committes) by mail that the claimant has
accopled the stlowance,

To the extent that & Roeinsurer haz a oémractuat right to interpose defensas that it
in good faith belloves are available to Midland or the Liquidator, such Reinsurer,
in connection with the aliowancs, may interpose such defenses on behalf of
Midland or the Liquidator, If such Reinsurer olects 1o exercise such right, it shalf
watl a “Notice of Intent to Interposs Defenses” to the Liquidator and the clairnant
within ninety (90) days of the date of the NOD, The Liquidator shalt mail a copy
of the Rei\nsurcr’s Notice of Intent to Inforpose Defenses to any applicable SGA

{or, il not known, to the Coordinating Committee), within ten (10) business days
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(2)

(b)

()

of its receipt, and a ©opy to the claimunt if it is received by the Liquidator prior to

receipt of any Objection from the claimant. Tn such coses, the clalmam shall mail

a copy of its Objection to such Reinsurer contemporancously with it mailing of
the. Olijection to the Liquidator. Within thirty (30) days of receipt of the

Reinsurer’s Notice of Intent to Interpose Defenses, the claimant may digpute the

amount of the allowance in the NOD ag inadequato cven where thic cleimant had

previously accepted or been deemed o have accepied the NOD.

If ono or more Reinsurers timely files n Notice of Intent to Interpose Defenses,

then the objection of the Reinaurer or Reinsurers shall be heard by a rofereo, as set

forth in subparagraph (i) betow.

If the claimant accepts or is deened to have aceopted tho claim allowance, and o

Reingurer serves a Notice of Intem to Interpose Defenses, then the olaimant is not
required to take any further action, The qumdatur will submit an ex-parte

motion to this Count 1o sooner than nmcty»ene (91} daya after the date of the
NQD seeking an ordcr spproving the allowance in the smount s¢t forth on the
NOD. If the sltowance is upproved by the Court, then the slaimant will b
entitled to share pro rata with claimants of the same clags in the distribution of

agsets, if any, to be made by the Liquidator pursuant to New York Insurance Law
Article 74,

The Liquidator will refer each claim for which there is a timely objection by a

cluimant or timely Notice of Intent to Interpose Defenses filed by one or more

Reinsurers to the referee appointed by order of this Court to hear and report on

whether the claim should be al!owcd oy qh

owed, In whole or {n part, mclud: D
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Reinsurer has exercined its contractual right to interpose defenses to the same
claim, there will be a single consolidated proceeding before the referco,

The Liquidator will notify by mail each clatmant, Re.iimumr, and any applicable
SGA (oy, if not known, to the Coordinating Committee), of the thmie and place of
the hearing before g referce,

An SGA shall have a right to notice of and to participate 8s a party in eny judicial
or other proceeding, including any procecding before a referee, concoming: (Y 2
clsim by thevSGA, or(if)a claim. hya palicyﬁnféer or other claimant under a _
policy whexe (A) the SGA has paid a olaim \mdar su.c‘h policy and the claim by the
S(IA has not been ﬁﬁally allowed and approved by the Coutt; or (B) » ;;laim has
been asserted against the SGA wnder such policy and the SGA has notificd the
Liquidator that such claim may result in a olaim by the SGA sgainst the
Liguidater,

by no luter than thirty (30) days before the Liquidstor mails the NOD to the
Reiﬁ#urer(s), the Liquidﬁtor has nof provided 2 Reinsurer with all documents
properly vequested By such Reingsurer pumant to a right to any sccess records -
clause or similar provision in its relnsucance contract, such Reinsurer shall he
eititled to an extension of tims to nﬁii 4 Notice of Intent to Intemds& Defensas,
but in no event shall such extension of time bo more than m additional forty-five
(43) days. After scrvice of tho NOD, Reinsurers shall be entitled to reasonable
access to the Liguidator's claim file as needed, Such accesa shall be pmvided_
within ten (10) business days of the Reinsurer's request for accoas, provided,

however, that all documents pieviously copied for and provided to the Reinsurer

or ils agent shall not again be mado available,



(M)  Sorviee or maiting as wead anywhore herein rofers to firet-cluss mail 10 the tagt

known address of the porty 1o be served. [f the parlies agree in writing that

service or mailing may bo accamplished by means of electronic or facsimile

rangmission in lew of maiting, aud a copy of such proof of this authorized

substitute for mailing is retained for purposes of presenting to the Court, if

necessary, such substitute service shall be atcepted,

n) If the Liquidator fuils to timely meet any of the time petiods sct for mailing

notices pertaining to an allowance to any party, it shall ot affect the validity of

the allowance but shall only entitle the party that did not receive timely notice to
posipone the spproval process wnti) such date as that party's notice vighls have
been fullv nrolected.
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