PEOPLE OF THE STATE OF ILLINOIS,
ex rel., JOHN E. WASHBURN, DIRECTOR
OF INSURANCE OF THE STATE OF ILLINOIS,

AMERICAN MUTUAL REINSURANCE COMPANY,
an [llinois domestic mutuai property,
casualty and fire company,

V.

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

Plaintiffs,
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Defendant.

AMENDED PLAN OF REHABILITATION FOR
AMERICAN MUTUAL REINSURANCE COMPANY

JOHN E. WASI{BURN, Director of Insurance of the State of I[llinois, as

Rehabilitator of AMERICAN MUTUAL REINSURANCE COMPANY ("Amreco"), pursuant

10 Section 192(3) of the Illinois Insurance Code (IlI. Rev. §tat. ch. 73, ¥ 804(3) {1987)),

proposes the following Amended Plan of Rehabilitation ("Plan“):

.01

Part A. Definitions

The following definitions apply in this Plan:

{a)

(b)

(e)

Rehabilitator: The Director of Insurance of the State of Illinois ("Direc-
tor"), acting only in his capacity as Rehabilitator of Amreco.

Supervising Court: That judge of the Cireuit Court of Cook County, Illi-
nois, County Department, Chancery Division, having jurisdietion aver the
rehabiiitation of Amreco.

A ent: Any written agreement, contract, treaty, cer-
titleate or other document establishing or purporting to establish rights or
obligations of reinsurance.

Cedants: Insurance companies and entities who have ceded liabilities or
obligations to Amreco through Reinsurance Agreements, as well as such
insurance companies' parents, affiliates, divisions, subsidiaries, predeces-
sors, successors and assigns, and their past, present and future officers,
directors, employees, attorneys, agents and representatives.
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2.02

=) Reinsurers: Insurance companies and entities who have assumed liabilities
or obligations of Amreco through Reinsurance Agreements, as well as
such companies and entities' parents, affiliares. divisions, subsidiaries.
predecessors, successars and assigns. and their past, present and future
officers. direetors, employees, attorneys, agents and representatives.

{f) Creditors: Any person or entity 10 whom Amreeo is or may be indebted
for any obligation other than pursuant t© the terms of a Reinsurance
Agreement, as well as such person or entity's parents, affiliates, divisions,
subsidiaries, predecessors, successars and assigns, and their past. present
and future officers, directors, employees, attorneys, agents and
representatives.

(g Order of Rehabilitation: The order of rehabilitation entered by the Super-
vising Court on February 22, 1988.

Part B. Administration
The Rehabilitator shall pay out of Amreco's assets all costs and expenses of the
administration of Amreco, including, but not limited to. salaries and empioyment
related benefits of Amreco's employees, and all registration and licensure fees or
taxes required by states in which Amreeco is or has been registered or licensed to
conduct business. The Rehabilitator shall report all such payments to the Super-
vigsing Court in an annual report of all receipts and disbursements of Amreco

("Annual Report").

From time to time the Rehabilitator may appoint or employ consuitants. accoun-
tants, assistants and attorneys to assist him in the rehabilitation of Amreco and
the implementation and effectuation of this Plan. The Rehabilitator shall pay
the compensation of all such consultants, accountants, assistants and attorneys,
as well as the compensation of the Rehabilitator's Special Deputy and staff, out
of Amreco's assets, and shall report such payments to the Supervising Court in
his Annual Report. The compensation of those attorneys the Rehabilitator
employs to counsel and represent him as his "senior” attorneys shall be paid out
of Amreco's assets only upon the entry of an order of the Supervising Court

approving such payments. Any compensation the Rehabilitator proposes to pay
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2.04

2.05

2.06

aceountants retained to perform Amreco's annual audit pursuant to Section 200
of the lllinois Insurance Code (Ill. Rev. 3tat. ch. 73. 7 812) shall be approved by
the Supervising Court. paid by the Rehapilitator out of Amreco's assets and

reported to the Supervising Court in the Rehabilitator's Annual Report,

The Rehabilitator in his discretion mayv compromise and settle. in writing, all
doubtful, disputed or uncotlectible debts or claims awing to or by Amreco, and
shall report the same to the Supervising Court in his Annuai Report. Any debt or
claim having a separate vaiue of $250,000.00 or more which the Rehabilitator
deems should be compromised or settied in the best interests of Amreco and its
Cedants. Reinsurers. Creditors and members, shall be submitted to the Supervis-
ing Court for its approval. Payment of any such compromisegd or settled debt or

claim shall be made pursuant to Part G of this Plan.

The Rehabilitator may sell any of Amreco's assets to pay:
(a) the costs and expenses of the administration of Amreco;

{b) the compensation of his attorneys, senior attorneys, accountants, assis-
tants, consuitants, Special Deputy and staff: or

(e} the obligations of Amreeo as provided in this Plan.

The Rehabilitator shall report the sale of any of Amreco's assets o the Supervis-

ing Court in his Annual Report.

Upon the entry of this Plan by the Supervising Court, and throughout its pen-
dency, Amreoo shall not issue any policies of insurance, assume any additional

reinsurance liabilities, nor issue any additional subordinated guaranty fund
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surplus promissory notes within the meaning of Seetion 34.1 of the Hlinois Insur-

ance Code (Ill. Rev. Stat. ch. 73, 1 646.1).

Part C. Preferences

Any aets or omissions of the Rehabilitator in connection with the rehabilitation
of Amreco shall not be construed or considered to be a preference within the
meaning of Section 204 of the [llinois Insurance Code {lll. Rev. Stat. ch. 73,
M 816), notwithstanding the fact that any such act or omission may cause a
Cedant, Reinsurer or Creditor to receive a greater percentage of debt owed to or
by Amreco than any other Cedant, Reinsurer or Creditor in the same ciass,
Nothing in this Plan shall be deemed to cause any Cedant, Reinsurer or Creditor
to have any greater right than that which they would have had if the Order of

Rehabilitation or this Plan had not been entered.

Part D. Rights of Set-off and Counterclaim

Subject to the provisions of any Reinsurance Agreement or other written agree-
ment between Amreco and its Cedants, Reinsurers or Creditors, and subject to
the provisions of Section 206 of the [llinois Insurance Code (Ill. Rev. Stat. ch. 73,
1M 818), any Cedant, Reinsurer or Creditor may assert any set-off or counterelaim
against Amreco, provided the obligation sought to he set off or counterclaimed
has been actually paid, (with the sole exception of any premium owed by Amreco
10 any Cedant or Reinsurer), and that the Rehabilitator has been given proper

written notice of such set-off or counterciaim pursuant to Part F of this Plan.

Subjeet to the provisions of any Reinsurance Agreement or other written agree-
ment between Amreco and its Cedants, Reinsurers or Creditors, and subject to
the provisions of Section 206 of the [llinois Insurance Code (Ill, Rew. Stat. ch. 73,

9 818), Amreco méy assert any set-off or eounterclaim against any Cedant,




Reinsurer or Creditor, provided that. within a reasonable time, the Rehabilitator
notifies the Cedant. Reinsurer or Creditor in writing of such set-off or

countarctaim.

Part E, Secured Parties and Special Deposit Claims

Secured Cedanis and Creditors may surrender their security and participate
pro rata with unsecured Cedants and Creditors in any payments from Amreco's
assets made by the Rehabilitator subsequent to such surrender. Any secured
Cedant or Creditor who discharges any obligation owed to it by Amreco by resort
to such security, but whose obligation owed by Amreco is not fully discharged by
sueh resort to security shall be paid rhe balance of sueh obligation by the
Rehabilitator pro rata with ail unsecured Cedants and Creditors pursuant to the
provisions of this Plan, provided that sueh secured Cedant or Creditor has given
proper written notice of such balance to the Rehabilitator pursuant to Part F of

this Plan.

Where, pursuant to another jurisdietion’s requirements, Amreco has posted a
speecial deposit. Cedants, Reinsurers and Creditors who receive any payment
from such speeial deposit and whose obligations owed by Amreco are not fully
discharged by such payment, shall be paid the balance of such obligations pursu-
ant to Part G of this Plan only after all other Cedants, Reinsurers or Creditors
not receiving any such special deposit payment have been paid percentages of
their total obligation owed by Amreeo equal to the percentage paid Cedants,
Reinsurers or Creditors from such special deposit, provided that:
(a) Within 45 days after the entry of this Plan by the Supervising Court, the
Rehabilitator must receive from all Cedants, Reinsurers and Creditors
who have applied for or have received a special deposit payment written

reports, upon such forms and in such manner as the Rehabilitator shail
direet, of the following:
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(i) the amount of such payment or appilication therefor:
(i1} the date such application or payment was made; and

(iii)  the balance of Amreco's ooligation to such Cedant. Reinsurer or
Creditor; and

Throughout the pendeney of this Plan. the Rehabilitator must receive
from all Cedants, Reinsurers and Creditars who have applied for or
received a special deposit payment written reports. upon such forms and
in such manner as the Rehabilitator shall direct. of the following:

(i the amount of such payment or applicarion therefor;

(ii) the date such applieation or payment was made; and

(iii}  the balance of Amreco's abligation to such Cedant, Reinsurer or
Creditor; and

ANy report made pursuant to subparagraph (b) of this paragraph 5.02 must

be recerved by the Rehabilitator within 30 days arter the events deseribed
in subparagraph (i), (ii} and (iii) have oecurred.

Part F. Reporting By Cedants and Creditors

Within 45 days after the entry of this Plan by the Supervising Court, the

Rehabilitator must receive from all Cedants written reports, upon such forms

and in such manner as the Rehabilitator shall direct, of the following:

{a)

(b}

{e)

All losses and relared loss adjustment expenses actually paid by the
Cedant {(or the reinsured of such Cedant, if applicable) on or before
April 30, 1988, for any portion of which such Cedant asserts Amreco is
obligated to reimburse it, but which Amreco has not paid, in whole or in
part;

The amount and a deseription of any set-off or counterclaim that the
Cedant has applied, is applying or intends to apply against those
unreimbursed paid losses and related loss adjustment expenses contempla-
ted by subparagraph (a) of this paragraph 6.01;

The amount of security held by or in favor of such Cedant, which the
Cedant has applied, is applying or intends to apply against those
unreimbursed paid losses and related loss adjustment expenses contem-
plated by subparagraph (a) of this paragraph 6.01, and any balance
remaining after resort to such security;




6.02

()

(e)

The amount and a description of the souree of all salvage or subrogation
coliected by such Cedanrt (or the reinsured of such Cedant, if applicable)
on or before April 30, 1988, to ail or part of which Amreco may be eati-

. tled: and

The amount and a deseription of ail open and unpald loss and reiated loss
adjustment expense reserves maintained upon the Cedant's books and rec-
ords on April 30, 1988, wihich such Cedant reasgnably believes will result
in a claim against Amreco, and a deseription of each sueh ciaim.

Throughout the pendency of this Plan, all Cedants shall report in writing to the

Rehabilitator, upon such forms and in such manner as the Rehabilitator shall

direet, the following:

{a)

=)

(e)

(d)

(1)

All losses and related loss adjustment expenses which were actually paid
Dy the Cedant (or the reinsured of such Cedant. if applicable), for any
portion of wnieh such Cedant asserts Amreco is ooligated to reimburse it,
but which Amreco has nut paid, in whole or in part;

The amount and a description of any set-off or counterciaim the Cedant
has applied, is applying or intends to apply against Amreco's share of
those paid losses and related loss adjustment expenses contemplated by
subparagraph (a) of this paragraph 5.02;

The amount of security held by or in favor of the Cedant which such
Cedant has applied, is appiying or intends to apply against those
unreimbursed paid losses and related loss adjustment expenses contem-
plated in subparagraph (a) of this paragraph 6.02, and any balance remain-
ing after resort to such security;

The amount and a deseription of the source of any salvage or subrogation
collected by the Cedant. to ali or a part of which Amreco may be entitled;

The amount and a deseription of all unpaid loss and related less adjust-
ment axpense reserves established upon the books and records of the
Cedant on or after May i. 1988, which such Cedant reasonably believes
will resuit in a claim against Amreco. and a description of each such
claim; and

The amount and a deseription of all unpaid loss and related loss adjust-
ment expense reserves previously reported (o Amreco or the Rehabilita-
tor which the Cedant has adjusted by increase or decrease upon its books
or records on or after May 1. 1988,
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6.04
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All reports required by paragraph 6.02 of this Part F must be received by the
Rehabilitator within 90 days after the events described in subparagraphs (a)

through (f} of paragraph 6.02 of this Part F have occurred.

with the reports made pursuant to paragraphs 6.01 and 6.02 of this Part F,
Cedants shall provide a certification bv their Chief Operating Qfficer {ar any
other authorized officer), in such form as the Rehabilitator shall require, that
the Cedant maintains and wiil maintain for at least 10 years in its own books and
records appropriate evidence that the losses and related loss adjustment
expenses reported to the Rehabilitator as paid in fact were paid. Such certifica-
tion shall not operate to replace, abrogate or reduce the Rehabilitator's right 10
perform an audit of such books and records in accorda.ce with the applicable

Reinsurance Agreement between the certifying Cedant and Amreco.

Upon receiving any report required by paragraphs 6.01 and 6.02 of this Part F,
the Rehabilitator shall either:

{a) accept the same without further notice to the Cedant, in which case pay-
ment on such report shall be made pursuant to the provisions of Part Gof
this Plan; or

(t) give written notice to the Cedant within a reasonable time that:

(i) The Rehabilitator must delay his acceptance of the report
pending:

{A) receipt by the Rehabilitator of further documenta-
tion, explanation or proof to assist him in determining
the merits of such report;

(B) the coneclusion of an audit of such Cedant by the
Rehabilitator; or

(C) the conelusion of an audit of such Cedant by a
Reinsurer, which shall be conducted by such Rein-
surer at its own expense with the assistance or
partieipation of the Rehabilitator;

or,
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{ii) The Rehabilitator must reject the report, Or any part
thereof, and in writing state the reasons for his rejection,
The Cedant may request !0 writing that the rejection be
reconsidered by tne Rehabilitator. stating the reasons why
sueh reconsideration is warranted, supported by appropriate
documentation. The Cedant shal: transmit such request so
that the Rehabilitator receives it within 30 days after the
Cedant receives the notice of rejection by the Rehabilitator.
The Rehabilitator shall netify the Cedant in writing of his
decision on reconsideration within a reasonable time. If the
Rehabilitator does not accept the repart upon reconsidera-
tion. the Cedant within 30 days after receiving the
Rehabilitator's decision on reconsideration either may:

{A) objeet to the Rehabilitator's rejection of the Cedant's
report and present 1ts objection in writing to the
Supervising Court; or

{B) objeetr to such rejeetion and avail itself of any con-
tractual right to arbitration, any award from which
shall be brought by the Cedant for confirmation to
the Supervising Court within 30 days after such award
is made final.

within 45 days after the entry of this Plan by the Supervising Court, the
Rehabilitator must receive from all Creditors written reports, upon such forms
and in such manner as the Rehabilitator shall direet, of the following:

(@) The amount and a description of any claim such Creditor has against
Amreco;

(b The amount and a description of any set-off or counterclaim the Creditor
has applied, is applying or intends to apply against any obligation such
Creditor may owe to Amreco; and

{c) The amount of security held by or in favor of the Creditor which such
Creditor has applied. is applying or intends to apply against obligations it
asserts Amreco may owe such Creditor, and any balance remaining after
resort to such security.
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6.08

6.09

6.10

Throughout the pendency of this Plan. ail Creditors shall report in writing to the
Rehabilitator, upon such forms and in such manner as the Rehabilitator shall

direct. the follawing:

ta) The amount and a description 2f any claim such Creditor has against
Amreco;
{h) The amount and a description of any set-off or counterclaim the Creditor

has applied. is applying or intends to apply against any obligation such
Creditor may owe to Amreco; and

{e) The amount of security held by or in favor of the Creditor which such
Creditor has applied, is applying or intends to apply against obligations it

asserts Amreco may owe such Creditor, and any talance remaining arter
resort to such security.

All reports required by paragraph 6.07 of this Part F must be received by the
Rehabilitator within 90 days after the events described in subparagraphs (a)

through {(¢) of paragraph 6.07 of this Part F have occurred.

All reports required by paragraphs 6.06 and 6.07 of this Part F shall include a
description of the claim, shall be accompanied by documentary proof upon such
forms and in such manner as the Rehabilitator shall direetr, and shall demon-
strate the following:

(a) the consideration for the elaim;

(o) any security held therefor:

(e} any payments made thereon;

{d) that Amreco justly owes the sum or obligation to sueh Creditor; and,

(e) any other proof reasonably requested by the Rehabilitator.

Upon receiving any report required by paragraphs 6.06 and 6.07 of this Part F,

the Rehabilitator shall either:

10
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(a) accept the same without further notice to the Creditor, in which case
payment on suen repor: shail e Tace purstant 1o tne provisions of part G
of this Plan: or

th) give written notice o tke Creditor within a reasonable time that:

(i The Rehahiiitator must de:av nis acceptance of the report
pending receipt by the Rehabilitator ot further documenta-
rion. expianation or proof ro assist nim in determining the
merits of such report; or.

(ii) That Rehabilitator must reject the report. or any part
thereof. and in writing state the reasons for his rejection.
The Creditor may reques! in writing that the rejection be
reconsidered by the Rehabilitator, stating the reasons why
reconsideration i1s warranted. supported by appropriate doe-
umentation. The Creditor shall transmit such request so
that the Rehabilitator receives it within 30 days after the
Creditor receives the notice of rejection by the Rehabilita-
-or. The Rehabilitator shali notify the Creditor of his deci-
sion on reconsideration within a reasonable time. If the
Rehamlitator does not accept the report upon reconsidera-
tion, the Creditor within 30 days after receiving the
Rehatilitator's deeision on reconsideration either may:

{A)  object to the Rehabilitator's rejection of the Credi-
tor's report and present its objection in writing to the
Supervising Court; or

(B) object to such rejection and avail itself of any con-
tractual right to arbitration, any award from which
shall be brought bv the Creditor for confirmation to

the Supervising Court within 30 davs after such award
is made final.

Any Cedant. Reinsurer or Creditor, before any report by it comes due under this
Part F, may, for good cause shown, petition the Rehabilitator in writing {or an
extension of time to file such reports. not to exceed 90 days. No extension may
be sought for reports required by paragraphs 6.01 and 6.06 of this Part F. If the
Rehabilitator denies such petition, the petitioning Cedant, Reinsurer or Creditor
within 30 days may object to the Rehabilitator's denial of such petition and pre-

sent its objection in writing to the Supervising Court.

11
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Absent an extension of time granted pursuant tn Paragraph 6.11 of this Plan. anv
Cedant, Reinsurer or Creditor failing to Jetiver to the Rehabilitator any report
contemplated oy Parts E and F of this Plan cv tnhe dates nerein required shail ke
deemed 1o nave atandoned and waived anv ¢laim for pavment arising out of sueh

report. and the Rehabilitator shall not pay the same.

Part G. Payment Formulas and Payment Periods

within 90 days arter the Supervising Court enters this Plan, and on or before
November 30, 1989 and November 3dth of each year thereafter during the pen-
denecy of this Plan, the Rehabilitator snall petition the Supervising Court for
approval ol a rormeula for pavment ("Pavment Formuia”! of 100% of Amrecos
“Current Cbligations" and for approval ol rhe period during which such forsmula
shall te effective ("Payment Period"). rfor purposes of this Part G, "Current
Obligations” shail mean those unreimbursed obligations owed by Amreco to a
Cedant, Reinsurer or Creditor which the Cedant, Reinsurer or Creditor has actu-
ally paid, and whieh such Cedant. Reinsurer or Creditor has reported during the
contemplated Pavment Period. The following components, taken together, shall
comprise the Payment Formula:
(a) The relative percentages by whien Amreco's Current Obligations for the
relevant Payment Period shall be paid (i) in cash and (i} by non-negotiabie
surplus draft ("Surpius Draft");

{b) Any percentage by which the prineipal amount of all previously issued
Surpius Drafts shall be redeemed by the payment of cash;

(e) The rate of interest which shall acerue upon ail Surpius Drafts during the
contemplated Payment Period; and

(d) The date upon which acerued interest shall be paid.

12
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T.04

7.05

Upon the entry of an order from the Supervising Court approving the petition
required by paragrapn 7.01 ot this Part E. the Rehabilitator shali notify each
Cedant, Reinsurer and Creditor. Irom whnom the Renabilitator nhas received
reports required urder this Plan, of rze Pavment Formula and the Payment

Period.

The payments contempiated ty Paragraph 7.21 of this Part G shall be net of:
ta) Any sums properly set-off pursuant 1o this Plan

ib) The amount of security which Cedants or Creditors have applied or intend
L0 apply pursuant to this Plan:

{er) Any sums received by Cedants. Reinsurers or Creditors from any pay-
ments contemplated by -his Plan;

td) Any amounts of saivage or subrogation actually collected by Cedants or
Reinsurers (or the reinsured of any such Cedant, if applicable) to all or
part of which Amreco may be entitied; and

(e) Any other sum properly deducted by Amreco from such payment.

Net payment of all obligations of Amreco shall be made by the Rehabilitator
according to the following schedule:

Obligations Approved

by the Rehabilitator Shall be paid by the

on or before Rehabilitator during or befgre
February 25 of each year The week of May 15 of each year

May 25 of each year The week of August 15 of each year
August 25 of each year The week of November 15 of each year
November 25 of each year The week of February 15 of each year.

Throughout the pendency of this Plan, the Rehabilitator shall process all reports
received from Cedants pursuant to this Plan, including reports of paid loss and

related loss adjustment expense, and shall report the same to Amreco's

13
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Reinsurers pursuant to the applicable Reinsurance Ag-eements between Amreco
and the Reinsurers. The Rehabilitaror sha.l coilect reinsurance payments Irom
the Reinsurers made pursuant ¢ 9r as a result of sueh reports, and shall deposit
the same in ne genera: assets of Amreeo. Such reinsurance payments and any
and all interest or other income the Rehabilitator receives upon his investment
of such pavments shall become and remain parr of the genera] assets of Amreco,
and no Cedant. Reinsurer or Creditor shall have a claim upon them, except as

provided by this Plan.

If the Rehabilitator determines that a strong likelihood exists that a material
adverse consequence may require Amreco (0 be placed iato liquidation, he may
suspend all payments contemplated bv tnhis Part G while he evaluates and
attempts to remedy such consequence. [f the Rehabilitator determines that any
such suspension shall exceed 90 days, he shall natify all Cedants, Reinsurers and
Creditors from whom he has received reports reguired under this Plan and who
would be eligible for payment during the suspension period, and shall report such

suspension to the Supervising Court.

Any payment made to a Cedant for a paid loss or related paid loss adjustment
expense pursuant to this Part G shall be deemed payment in full, without diminu-

tion, of Amreco's obligation to such Cedant.

Part H. Nomr-N tiable tus Draft
Attached as Exhibit A to this Plan is the form of non-negotiable surplus draft to
be executed by the Rehabilitator and delivered to Cedants and Creditors as pay-
ment in full of the value stated on the face of sueh draft pursuant to Part G of

this Plan.

14
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Surplus Drafts may be issued after the terms and conditions of issuance of sucn
Drafts have been approved in a hearing by the Supervising Court upon the rair-
~ess of such rerms and conditions at which all Cedants and Creditors have a

rignht tQ appear and te neard.

Delivery to a Cedant or Creditor of a Surplus Draft as payment of Amreco's obli-
gations pursuant to this Plan shall be deemed payment in full. without diminu-
fion. of that amount of Amreco's reinsurance obligation to such Cedant or Credi-

tor represented by such Surplus Drait.

Part [. Liability Exelusion

Neitner Amreco, i1s ofticers. directors. members, employees, agents, consultants
and attorneys, nor the Rehabilitator, his staff. employees, agents, consultants,
attornevs and senior attorneys, shall have any liability to any Cedant, Creditor
or Reinsurer, or to any of their respective creditors, assigns, representatives, or
receivers, for any act or omission in connection with the formulation, prepara-
tion, adoption, description, expianation. or implementation of this Plan, includ-
ing without limitation:

(a) inaccuracy of any report delivered to Amreco by such Cedant pursuant to
Part F of this Plan or any reinsurance contract entered into between such
Cedant and Amreco;

(b} lnaccuracy of any report delivered to any Reinsurer pursuant to Part F of
this Plan or pursuant to any reinsurance contract entered into between

Amreco and such Reinsurer:

(e) tardy delivery of any report from a Cedant to Amreco or from Amreco to
a Reinsurer pursuant to this Plan;

{d) failure 10 pursue or colleet any sums due Amreco from any Cedant or
Reinsurer:

{e) failure to audit, investigate, supervise or defend any claim or obligation

ceded to Amreco under a Reinsurance Agreement where such Reinsurance
Agreement may otherwise provide; or

15
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£10.02

10.03

() sotveney or insolvency of anv Cedant or Reinsurer.

Part J. Termination of this Plan

If at anv time tne Director ot Insurance of the State of [llinois finds that rhe
causes and conditions whicn necessitated the rehabiitation proceedings of
Amreco have been removed. he may petition the Supervising Court, wirheout
notice to Cedants. Reinsurers or Creditors. for an order terminating his conduet
of Amreco’'s tusiness and permitting Amreco o resume pessession of its property
and the conduet of its business. and for a full discharge of all liability and
responsibility of the Director as Rehakbilitator and his attorneys, senior attor-

nevs., accountants. assistants. consultants, Special Depuly and staff.

If the Director determines that Amreec's articles of incorporation or by-laws
should be amended or changed as a condition precedent to his discharge as
Rehabilitator, he shall give notice to Amreco's members of such proposed

amendment or change in such form as the Supervising Court may direct.

If the Direector determines that the causes and conditions whieh necessitated the
rehabilitation proceedings of Amreco nave been removed and that it is in the
best interests of Amreco's members that Amreco be dissolved, he shaill petition
the Supervising Court for an Qrder dissolving Amreco. upon such notice to
Amreco's members as the Supervising Court shall direet, and he shall make rec-
ommendations for the disbursement of Amreco's remaining assets and liabilities,
including any guarantee fund surplus promissery notes issued pursuant to

Section 34.1 of the [llinois Insurance Code (Ill. Rev, Stat. eh. 73, ¥ 646.1),
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If the Rehabilitator determines that Amreco 1s no longer rehabilitatable, or that
it is in the best interests of Amreca's Tembers, Cedants, Reinsurers, Creditors
and the public to ligmdate Amreco. he snall proceed in accordance with tne
appiicacle provisions of rhe [llinois [nsurance Code concerning the liquidation ot
domestic companies. If the Director files a complaint seeking the liquidation of
Amreco, ail pavments to be made pursuant to Part G of this Plan shall terminate
immediatelv, pending further order of the Supervising Court. If a final order of
liquidation is entered against Amreco at anyv time, this Plan shali terminate
immediately and such final order, the provisions of the [llinois Insurance Code
and any other applicable foreign statutes shall prevail and be paramount to this
Plan. [n the evenr Amreco 15 liquidateqa. all Surplus Drafts issued pursuant (o

Part G of this Plan shall be deemed liquidated claims.

Throughout the pendency of this Plan. the Rehabilitator shall review Amreco's
condition and shall report the same to the Supervising Court not less than annu-

ally, along with a report of his activities under the Plan.

Part K. Commutations and Petitions From Stays

During the pendency of this Plan, the Rehabilitator may attempt the voluntary
commutation of any or all Reinsurance Agreements wherein Amreco ceded a
portion of its liability to any Reinsurer or wherein Amreco assumed any liability
or obligaticn irom a Cedant, including without limitation these Reinsurers who
delivered security to Amreco to secure their performance of such reinsurance
contracts, and including without limitation those Cedants to whom Amreco
delivered security to secure Amreco's periormance of its assumed obligations

subject to the approval of the Supervising Court.
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11.02 Cedants, Reinsurers and Creditors whose direct actions or arbitration proceed-
ings against Amreco have been or may te stayed or dismissed as a result of the
Order of Rehabilitation snall have the right 1o assert tneir claims against tne
Rehapilitator in the form of a written setirion which shall be delivered 10 the
Rehapilitator in such manner as the Rehabilitator shall direet, and shall inelude
documentary proof in such form and of such nature as the Rehabilitator may

direet, demonstrating:

(a) the nature of the eclaim, right, obligation or duty asserted;
(b) the consideration therefor;

{a) any security held therefor;

d) any payments made thereon;

(&) that Amreco justly owes the sum or obligation: and

(£ such other proof reasonably requested by the Rehabilitator.

11.03 Upon receiving a petition required by paragraph 11.02 of this Part K, the
Rehabilitator shall either:

fal accept the same without further natice to the Cedant, Reinsurer or Cred-
itor, in which case payment on such petition shall be made pursuant toc the
provisions of part G of this Plan; or

{b) give written notice to the Cedant. Reinsurer or Creditor within a reason-
able time that:

(i) The Rehabilitator must delay his acceptance of the petition
pending receipt by the Rehabititator of further documenta-
tion, explanation or proof to assist him in determining the
merits of such petition; or.

(ii) That Rehabilitator must reject the petition, or any part
thereof, and in writing state the reasons for his rejection.
The Cedant, Reinsurer or Creditor may request in writing
that the rejection be reconsidered by the Rehabilitator, stat-
ing the reasons why reconsideration is warranted, supported
by appropriate documentation. The Cedant, Reinsurer or
Creditor shall transmit such petition so that the Rehabilita-
tor receives it within 30 days after the Cedant, Reinsurer or

18




12.01

13.01

13.02

Creditor receives the notice of rejegtion by the Rehabilita-
ror. The Rehabilitator shail noti{y the Cedant, Reinsurer or
Creditor of his decision on reconsideration within a reasona-
tle rime. If the Rehabilitator does not accept the petition
Jpon reconsideration. the Cedant. Reinsurer or Creaitor,
within 30 davs aiter receiving the Rehabilitator's decision on
reconsideration, mav either:

{A) otject to the Rehabilitator's rejection of the Cedant,
Reinsurer or Creditor's petition and present its objec-
tion in writing to the Supervising Court; or

(B) object to such rejection and avail itself of any con-
tractual right to arbitration, any award from which
shall be brought by the Cedant. Reinsurer or Creditor
for confirmation to the Supervising Court within 30
days after sueh award is made final.

Part L. Ancillary States

This Plan of Rehabilitation does not replace or supercede any provision of Arti-
cle XII 1/2 of the lllinois Insurance Code (Ill. Rev. Stat. ch. 73, 14 833.1, et seq.)
or of any similar law enacted by any sister state of the State of illinois whieh is a
“reciprocal state" as defined in Seetion 221.1(1) of the Illinois Insurance Code

(Ill. Rev. Stat. ch. 73, 7 833.1(10)), except as specifically set forth in this Plan.

Part M. Reservation of Rights

Nothing in the provisions of this Plan shall be construed or interpreted as a limi-
tation or qualification of any other rights or remedies which the Director,
whether acting as Rehabilitator or otherwise, may have or exercise under the

1liinois Insurance Code and any amendments thereto.

Subjeet to the approval of the Supervising Court, and with or without notice as
the Supervising Court shall direct. the Rehabilitator may amend this Plan at any

time.
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pPart N. Continuing Jurisdietion of Supervising Court

14.01 Throughout its pendency. the Supervising Court shall nave continuing jurisdier:on

pver this Plan and the rehabilitation of Amreco.
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Part Q. Finality Upon Entry of This Plan
15.01 Entry of this Plan by the Supervising Court shall be deemed to be a final order
and to include the [ollowing express written finding pursuant to lllinois Supreme
Court Rule 304(a) (Ill. Rev. Stat. ch. 110A, ¥ 304{a)}: There is no just cause o
delay enforeement of or appeal from this Plan or any of the provisions contained
herein.
Respectfully submitted,
JOHN E. WASHBURN
Director of Insurance of the

State of lllinois as Rehabilitator of
American Mutual Reinsurance Company

By:

Frank J. Csa[; - T
His Special Qepury ENTE™ - n{

‘ b

- e “a R
ENTERED: é SEP 8.3 |
4 -

H. SIEGAN 74"

Judge Presiding

Seymour F. Simon

Theodore A. Shapero

Stephen W, Schwab

Carolyn 5. Reed

RUDNICK & WOLFE

203 North LaSalle Street, Suite 1800
Chieago, lllinois 60601

(312) 368-4000

Attorney No. 30712

OF COUNSEL:

Garry L. Smith

Debra J. Anderson

Counse!l To The Receiver

446 East Onrario Street, Suite 700
Chicago. Ilinois 60811

{312) 915-4700

Attorney No. 16819
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SURPLUS DRAFT

Series {Insert Year]
Oraft No. {Irnsert vo.]

5 [Insert Dare]
Cook County. Illinois

This Surplus Draft is made, as of the date stated hereinabove, by AMERICAN MUTUAL
REINSURANCE COMPANY, an Illinois domestic mutual property. casualty and fire
reinsurance company ("Maker”), with a mailing address of 850 Warrenville Road, Liste,
lilinois 60532 to:

i"Payee").

Part A.
ISSUANCE

1.01 Surplus Drafts: This Surplus Draft is one of a series issued by Maker pur-
suant 1o Maker's Amended Plan of Rehabilitation ("Plan"}, proposed by the Director of
Insurance of the State of Illinois acring as rehabilitator ("Rehabilitator") pursuant to
Section 192(3) of the Ilinois Insurance Code (Ill. Rev. Stat. ch. 73, 1 804(3) (1987)) and
approved by the Honorable Harold Siegan, Judge of the Cireuit Court of Cook County,
Niinois, County Department, Chancery Division, having jurisdietion of the rehabilita-
tion proceeding of Maker ("Court"),

1.02 Series: Surplus Drafts may be issued in series from time to time pursuant
to the Plan; provided, however, each series shall have no preference in the payment of
Brincipal S3um or acerued interest except to the extent provided herein.

1.03 No Right of Reissuance: Surpius Drafts may be issued by the Maker in
such denominations as the Maker shail detefmine and Maker shall have no obligartion
whatsoever 1o issue, reissue, divide or combine any Surpius Draf1s,

1.04 Amendment: This Surplus Draft and all other Surpius Drafts then out-
standing may be amended from time to time upon order of the Court duly adopted with
the consent of the holders of a majority in aggregate Principal Sum of Surpius Drafrs
then outstanding.

1.05  Subordination: Each Surplus Draft shall be subordinate to all obligations
of Maker whatsoever, except for any and all subordinated Guaranty Fund Surplus Prom-
issory Notes issued pursuant ta Section 34.1 of the [llinois Insurance Code (Ill. Rev. Stat,
ch. 73, ¥ 646.1), of Maker which may from time to time be outstanding, which subordi-
nated Guaranty Fund Surpius Promissory Notes shall be inferior and subordinate to each
Surpius Draft.




Part B.
PAYMENT

2.0t Indebtedness: FOR VALUE RECEIVED. the Maker hereby promises [0
pay to Payee, at Payee's address stated atbove or such other place as Payee may irom
rime ta time designate in writing ro Maker, the sum set [OTth above Or such lesser
amounts as may be outstanding from time o time 'ine "Prineipal Sum"), plus any and ail
acerued and unpaid interest thereon at the rate hereinarter provided, in lawiul monev
of the United States of America, at the time or rimes and in the manner hereinarter
orovided.

2.02 Interest: Interest on the unpaid balance of the Prineipal Sum outstanding
hereunder shall acerue from and after the date hereof until paid. computed at a rate
per annum declared irom time to time as hereinaiter provided. Interest shall be com-
puted for the actual number of days elapsed on the basis of a year consisting of 360 days
and a month consisting of 30 days. Interest shall not compound.

2.03 Maturity Date: All accrued and unpaid interest and the entire unpaid
balance of the Principal Sum shall be due and pavable on December 31, 2041 (the "Matu-~
rity Date").

2.04 Prepayments: Any part or all of the indebtedness of Maker outstanding
hereunder may be prepaid at any time or times, in the sole discretion of Maker, without
the payment of any additional interest or penalty in connection therewith. Any pre-
payments shall be made ratably to the Payee under this Surplus Draft and the Payee
under all other Surplus Drafts then outstanding, irrespective of series of issuance. in
the ratio which:

(i) the amount of interest accrued on this Surplus Draft bears to
the amount of interest accrued on all Drafts then outstand-
ing, and, if there is any accrued interest then payable by
Maker under any Surplus Drafts then outstanding, to the
extent that any prepayment represents interest; or

(iD) if there is no accrued interest then due to the holder of any
Surplus Draft, the Principai Sum of this Surplus Draft bears
to the Prineipal Sum of all Surplus Drafts then outstanding;
provided, however, in its sole discretion, the Maker shall
have the right to prepay in full, with approval of the Court,
any Surplus Drafts then outstanding with a minimal
Prineipal Sum then cutstanding.

2.05 Application of Payments: All payments hereunder, however designated
by the party making same, shall be applied in the following order of priority: (a) first.
1o acerued interest and {b) next, 1o the unpaid balance of the Principal Sum.

2.06 Payments: The obligation of payment hereundec shall be deemed satis-
fied by the mailing by Maker of a check, United States Mail First Class postage prepaid,
to the Payee at the address of Payee as specified in the records of Maker. Maker shall
have no liability whatsoever to the holder of any Surplus Draft unless the Maker in its
sole diseretion is satisfied as to the title of such Payee.




2.07 Rate of Interest: The rate of interest accrued hereunder shall be such
rate per annum declared by the Maker and approved by the Coult pursuant to the Plan:
provided, however, in no event shall the rate oI interest hereunder at any time and
from time O time be a rate per annum of less tnat 0.3% ione haif of one percent) nor 4
rate greater than 7% (seven percent).

2.08 Declaration of Rate of Interest: On or beiore Novemkber 30th of each
year the Maker shall, in 1ts sole discretion, set a rate ol interest 1o be accrued hereun-
der by Maker for the succeeding vear and upon approval of the Court of a rate of inter-
est for such succeeding year, such approved rate of interest shall be the rate of interest
accrued hereunder for such sueceeding year. In the event the Court does not approve a
rate of interest for any year, the interest accrued nereunder for such vear shall be 0.5%
{one half of one percent).

Part C. OTHER MATTERS

3.01 Notices: Any notice that Payee or Maker may desire or be required to
give to the other shall be in writing and shall be mailed or delivered to the intended
recipient thereof at its address hereinabove set forth or at such other address as such
intended recipient may, from time to time. by nctice in writing, designate fo the sender
pursuant heretg. Any such notice shall be deemed o have been delivered (wo
(2} business days after mailing by United States registered or certified mail, return
receipt requested, or when delivered in person.

3.02 Governing Law: The place of negotiation, execution, and delivery of this
Surplus Draft, and the place of performance being in the State of [llinois, this Surplus
Draft shall be governed by and construed in accordance with the laws of that State.

3.03 Wwaivers, Consents, Ete.: Maker, for itself and its successors, hereby
waives presentment, protest and demand, demand, notice of protest, dishonor,
non-payment, and all other notices, and any defense by reason of an extension of time
for payment or other indulgences.

3.04 Interpretation: The headings of sections and paragraphs in this Surplus
Draft are for convenience only and shall not be construed in any way to limit or define
the content, scope, or intent of the provisions hereof. As used in this Surplus Draft,
the singular shall inelude the plural, and masculine, feminine, and neuter pronouns shall
be fully interchangeable, where the context so requires. If any provision of this Surplus
Draft, or any paragraph, sentence, clause, phrase, or word, or the application thereof.
in any circumstances, is adjudicated to be invaiid, the validity of the remainder of this
Surplus Draft shall be construed as if such invalid part were never included herein.
Time is of the essence of this Surplus Draft.

3.05 Nonassignability: This Surptus Draft is non-negotiable, non-transierable,
and non-assignable.

3.06  Liability of Certain Persons: All agreements of Maker made herein are
made by Maker as an Illinois domestic mutual property casualty and fire eompany and
not by the Rehabilitator, his staff, employees, agents, consultants, attorneys, or senior
attorneys, nar any officer, director, member, employee, agent, consultant or attorney
of Maker. Notwithstanding the provision of any statute or any prineiple of law, Payee




agrees that neither shall have any personal liability for any obligation created by this
Surplus Draft, whether express or implied. and Pavee agrees that Payee shall look solely
to the assets of Maker to satisiy any and all c:aims hereunder. Payee shall not seek fo
enforee any liability or recourse against the Rehapilitator, his staif. employees, agents.
consultants or attorneys, nor any oiticer. direcior. memper. emplovee, agent, consul-
tant or attorney of Maker.

IN WITNESS WHEREOQF. Maker has caused tr.is surplus Draft 1o be executed as of
the date Iirst written hereinabove.

AMERICAN MUTUAL REINSURANCE
COMPANY, an lllinois domestic mutual
property, casualty and fire company

Bv:

As Rehabilitator




