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IN THE CHANCERY COURT OF THE STATE OF TRNNESSER
TWENITETH JUDICIAL DISTRICT, DAVIDSON COUNTY \
STATE OF THNNESSEE, ex rel,
PAULS & FLOWERS,
Comeisdoner of Commerne and

wo. 03 - 094 ~lIL

Insurance for the State of Termwases,

Petitioner,
v.

DOCTORS INSURANCE RECIPROCAL
{Rizk Retention Group), a Tennessee
domiciled insurance COIMPANY,

Tt W W N A e N e A N Na e Tt N

Respondent,

CONSENT ORDER APPOINTING COMMISSIONER
AS RECEIVER FOR PURPUSES OF REHABILITATION:
AND INJUNCTION

This rmatter came to be heard upon the request of Petitionsr, Paula A. Flowars,
Commissiomer of Cormerce and nsurance for the State of Tenuessee ("Commissiones® ar
"Dapartment™), by her signatire eppearing below, and through her sounsel, Paul G, Summers,
Atvorrsy Geperal of the Staje of Teunessee, and with the agreement and consent of the party

-guthorized by Tann. Code Ana. § §6-9-301(12) to consent for Respondent Doctors Inmrance
Reciprocal (Risk Retention Group), a Tesnesses domiciled nsuyance campﬁny located at 500
Intergtate Boulevard South, Suite 303, Nashville, Tennessee 37210 ("DIR”, "Respondent” or

“tosurer™), with the beaedit of counsel, by their sigtatures sppearing balow, to the ey of the

Doctors Inswrstice Reciproca! (Risk Retention Group) Consent Order of Rehabilitation
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following order of rehebilitation, Fiased on the pleadings, the consent of the partics, sod the
record #s 2 whals, this Cowt FINDS as follows: |

1. The Commissioner hes determined, and Doctors Insurance Reciprocal (Risk
Retention Group) consents, that sn order of rebabilitation of Dectors Insurance Resiprocal (Risk
Retention Grouy) is necessary, Due to ths hazardous finencial condition and reeeivership of
Reciprocal of Americs, domisiled {n Virginia, with which Respondent has reinsured substantially
all of ity business, the Corunissgioner hay determined that DIR, iy rendered 1 such vondition that
further tratissction of its business withont rehabilitation would be hazardous financially to the
inrarer’s policyiwiders, ereditors and the pablic;

2 DIR’# cotisent has been given to entry of this Order of Rebubilitetion and there is
apropar suificient busis for the following order pursusnt w Tenn. Code Ann, §§ $6-9-301(1) and
(12), dueto such comsent, DIR stivm strmmons and the right to be hcarﬁ before entry of this
Cymsent Cedar, and this Court has subject matier jurisdietion of this action with venue properly
within the Chaneery Cowrt of Davideon County pursuent to Tenn. Code Ann, § 56-9-104, and;

3 This Congt Farther PINDY that the Petitiones, Peula A, Flowers, g the duly
eppointed Commissioner of Conpaeres and Insurance for the State of Tennesses, Pursuant to
Tem, Code Ao §§ $6-5-101, gt seq,, the rehabilitation of a domestic Insurer, is to bs condusted
by the Commdssioner aftear her appolatraent 15 Rehabilitator by the Couvrt, Tenn. Code Ang, §§
$6-9-301, g3 seq.

THEREFORE, this Court hareby ORDERS, ADJUDGES AND DECREES as follows:

1. Pationer Panla A, Flowers, in her offisial capacity, ar her sucuesgors in office, is

ppointed as Rehabilitator of Dractors Inshvance Reciprocal (Risk Retention Group),

Tioetwors Insuranee Rogiprosel (Risk Retsution Group) Censont Order of Rehwbilitation
y)
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Tennesses domiciled insuranee company (DR, "Respondent” or "asurer™) for the purposes of
rebabilitation under Tern, Code Ann. § 56-8.302. The Comamissioner, as Rehabilitator, is
directed forthwith to take posssssion of the ussets and vecords of DIR pnd to sdminister them
wnder the general supervision of the Couwrt with all the powers grnted s Rehabilitator under
Tean, Code A, §5 5&-9«'1*31. gt geg. This Qder vests title 10 all assets of DIR in the
Rehabititator. The Commissioner as Rehabilitator is hereby authorized and directed to conduct
the btalness of Me Regpondent ond take all sops as the Rehabilitator doems gocessary or
appropriate wid as the Court may hereafter authorize, if approval is required, to reform end
revitalizs the Respondent, The Cuzm‘niéaioner shall have immediate access to and s}lmll oCLUpyY
end control the premises and e}l records, databases, and computer files uged to cary out the
buslness of DIR, regardless of their location and possession. Under Tenn, Code Ann. § 56-9-
302(c), entry uf this vrder of rehsbilitation shall not constitute an anticipatory breach of sny
confrasts of the Respondent noy shall it be grounds for retroactive revoostion or retroactive
cenvellation of any contrasts vl the inswer, unless such revacution or cancellztion is dons by the
Rehabilitator passuant to Tenn. Code Ann. § $5-0-303. The Connnissioner in her role as
Rehubilitator, or ag otierwise authorized, may make any investigetion of Respondent’s
operations and affudrs, including its financisl condition, ss she deems appropriste;

2. Pursuant to Tenn. Code Ann. § 56-9-105(a)(1-11), all persons, finms, corperations
and sssociztions, including, but not Hndted to, Respondent DIR zod its officers, directors,
steckholdsry, members, subscribers, agents, contractors, subcontractors and all ether persons
writh suthority vver or in chiarge of nuy segment of DIR's affkirs, are prohibdted and temporarily

enjolned from the tunsastion of }}ﬁi‘srlguainaas, or the wasts or dispoeition of its property, or the

Dovtors fnmwance Reciprosal (Risk fetertion Group) Consent Order of Rehabiiitation
3
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destruction, deletion, modification, or wagte of its reards, detabases or computer files, or the
commencement or prosecution of any actions, or the obtsining of prefurences, jadgments,
sitachments or other liens, or the meking of any levy against the insurer or aguiost its aseefs or
uny part thereof untll further order of this Court; and this Court further authorizes the
Rehabilitator to spply outside of Tennessee for the relief described in Tenn, Code Amo. § 56-3-
105{a); |

3, Pursugnt to Tenn. Code Ann. § 506-9-106, the officers, muungary, ditectors,
trustees, owners, employaes, agents, contractors or subcentraciors of DIR, and any other peracns
with autherity aver or in charge of any segment of DIR's affairs, are ordered and required to
couperate with the Comsissioner in the carrying out of the rehebilitation. The iexm “person”
ghall inchude sny persots who exercises control directly or jndirectly aver activities of the DIR
theough axy bolding company, parent sompany, or ofher afmiaté of DIR. Further, thie term
“sersor” shall include any persan who exercises control or participation in the activities of the
DIR, such as through the resordekesping aud computer systems operation relating to hie aotivitics
of the DIR. “T'o cooperate” ihiall include, but shall not be limited to, the following: (1) toreply
promptly in writing 1o sny nguiry from the Comriissioncr raquesting swch & eeply; md (2) 10
presexve and w mnake avallable w the Commissioner any and sll books, bauk and investment
gecounts, documents, or ofiier records or fnformation or computer prograras ¥nd dutabases or
property of or pertaining to DIR and in bis possession, custody or coatral, No person ghall
ohsirues o interfers with the Commyrdssioner in the conduct of dis rehubdlitalion;

4. Any buk, saviagy and lnan association, finsnelsl institution or other person

wihich hiss on depesit, n its posssusion, custedy or control eny funds, accounts and any other

i omaes Teoiprocal (Rrk Reietivon Grovp) Corsent Order of Rehabibiation
&
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assets of DIR, shall immediately transfer title, ctustody and control of all sush fands, accounts, of
assets to the Behabilitator, and are herelyy instructed that the Rehabilitator has absolote control
over such funds, accounts and other assets. The Rehabilitutor may ehouge the narne of suol
accoynts aud other asgets, ﬁthdmw flumn, froe such bank, savings and Joan asspeiation or other
finameinl iratitation, or take any lesser action necessary for the proper conduct of this
reveiveralis. No bunk, savings and loan sssociation or other Snaneial iwstitotion shall exercise
aryy form of set-off, ﬁliagef:i sui-off, Lien, any fonn of self-help whatsoever, op fefiss to wansfer
arty funds oy asgets to the Rehabiliiator's control without the permission of this Cours:

8 The amounts held in the costodial deposit account established by DIR with the
E‘mﬁié’sinmr ghall be firmished to the Rehabilitaior for the statutory purposes iu the
rehabilitation of DIR, for whick the Rehabilitator may draw down such funds;

8, The Commiissionsr as Rebabilitaor is muhorized, pussnent fo Tewn, Code Aun. §
56-8-303(e), to appoint oue or moxe specisl depity commissioners, who shall huve all the powers
;md rexponaibilities of the Rehabilitator gramted under Tuers. Code Arm, §§ 56-9-101, f seq.
Further that the Commissloner be puthorznd pursuant to Tenn. Code Ann, § 56-5.303(a), to
erploy such coussel, clerks, sod sssistants o5 deemed nevessary. The sompensation of the
special deprty(ies), vounee!, clevks wnd avsistants and slf expenses of taking possession of the
irgurer gnd of wn-duuting the proceedings dhall be fixed by the Commissioner, with the approval
of the Conrt and ghall be pald ot of the funds or assets of the insurer upon the reguest of oy of
the dirsction of the Commissioner. The persous appointed under this section shall serve at the

pleasure of the Commissioner;

Dioctors bosurance Resiprocal (Risk Rutention Group) Consent Oirder of Rebmbilimation
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7. The Commissicner, a8 Rebabilitator, is ordered to m&kt.: an accountdng fo the
Court no less frequently than semi-apnually. The report shall include the Rehabilitator's opinion
as to the likelihood thet a plan under Term, Code Ann. § 56-9-303(e) will be preparsd and the
tirmetable for doing ao;

g, As set forth in Tenn. Cade Amn, § 56<8-303(¢), the Rehabilitator is ordered and
may taice such action as she deems Tesessary or appropriate to reform end revitalize the insurer,
She shsll have all the powers of the directors, officers, end manugers, whese authority shatl be
suspandad, except as they are redelegated by the Rehabilitator, She shall have flll power to
direct smd menage, to hire and discharge employees subject to any contract rights they may have,
and 1o deal with the property and business of the insurer;

9, Ag st forth in Tenn, Code Ann, § 56-9-303(d), if it appears to the Rehabilitator
that there has been criminal or tortious conduct, or breach of any contrectual or fidusiasy
obligation detrimental to the insursr by any officer, manager, agent, broker, employse or othet
person, she may pursue all appropriate legal remedies on behalf of the inwtorer

10.  Asset fc:ﬂ:x in Temn. Code Ann. § 56-9-303(e), if the Rehebilitator detertnines
that rearganization, consalidation, eanversion, reinsirance, merger or other transformation of the
insurer is appropriate, she shall prepere a plan to effect such changes. Upon application of the
Rehebilitator for apﬁruval of the plan, and after such notlce and hesrings as the Court may
presexibe, the Court may either approve or disapprove the plan proposed, or may modify it snd
appsove it as modified. Any plan spproved under this ssetion shall be, in the judgment cfthe
Court, fair and eguitable to all periies soncerned. If the plan is approved, the Rehabilitator shall

carry out the plan;

Doetors lomrance Reciprocal (Risk Retentien Group) Consent Order of Rehabilitation
6
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11.  The Rehebilitator shall have the power under Tenn, Code Ann. §§ 56.9-315 and
316, as sppliceble, to avold faudulent transfers;

i2.  Btatutory Stay uf Pending Tennessee Litigation: Pursuant to Tenn. Code Ann,

* § 56-5-304, any Court in this State before which anry sction in Which the insurer is a party, or i
obligated to defend & party, is pending when this rehabilitation order is eatered, shall stay the
action or proceeding for ninety (90) days and such additiona] thme as iz necessary for the
Rebabdlitator to obtain proper representedon and prepare for further proceedings, The
Rehabilitator shall take such sction respecting the peuding litigation ag she deems necessary in
the iuterest of justice and for the protection of creditors, policyholders, and the public. The
Rebabilitator shall immedistely consider all litigation pending outside this State and ghall
petition the courts having jurisdiction over that Iig gation for stays whenever necessary to protect
the estate of the insurer;

13, Pumsuant to Term, Code Ann, § 36-9-204, no statute of limitstions or defense of
lachey shall ron with respect to any action by or against the insurer bstween the filing of this
petition/consent order for appointraent of & Rehahilitator for the insurer and the entry of this
arder. Any action against the insurer that might have besn commenced when the petition was
filsd may be commenced for at loast sixty (69) days afier this arder of rehabilitation is entered or
the petition iz Jenied. The Rehabilitator may, upon an arder for rebabilitation, within one (1)
year or such other longer time as epplicable law may permit, institure an astion ot proceeding on
biehalf of the insurer upon any cause of action against which the period of limitation fixed by
applicable law has not expired at the time of the filing of the petition upon which such order is

entersd;

Dostors Inswence Reviprosal (Rigk Retention Group) Consent Order of Rehabilitation
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14 Uitproves necessary and the Commissioner bebieves further efforts to rehabilitare
the insurer would substantially iserense the rigk of loss to creditors, palicyholders, enrollees or
the public, or would be futile, the Commissioner is permitied to petition for the relief undec
Temn Code Anu. § 56-9-305 o convert the action 1o licjuidation of Respondent within this
action, The Respandent ghall be permitted to respond to such petition to convert this gation to
liquidetion at such time, which response may sither be consent or opposition to the petition at
sush Hime. The Respondent and/or its dirsctors may excreise smy other rights they have under
Tennesses law;

15.  Anyperson, fivm, corporation or other entity having notice of this Order thet fails
to ebide by its terms shall be directed to appesy before this Court to ghow good cause, if any they
may bave, as to why they should not be held in contermpt of Court for violation of the provigions
of thds Order;

| 16.  Nobond isrmquimd of the Commissioner as 2 prerequisite for the filing of this
_petition or eutry of this conpent order or for the issusnce of any injunction, Testraiming order, or
additional order issmﬂ @3 providea by Tenn. Code Ann. § 20-13-101, and;

17, The Commissioner may apply to the Court for any further orders which may be
necessary to implement the termp of this order, or in aid thereot, 10 which she may be entitled,
Thie Court retains jurisdiction for the purpose of grauting svch firther relief as Fom time to time
shall be dezmed appropriate,

IT 1S 80 ORDERED, this ‘_L_fu day of /ﬂ?m um/ ,2003 8t 55 M,

/ [\ /ﬁ‘/ifw «/ fﬁ‘

CHANCELLOR
Agreed and appoved for entry by, # ;wmby cgw“;fy that this is a true Qﬁeny
IR ﬂﬁ_’ﬂﬁiuﬂlﬁﬂi.ﬂlﬁim_m,y_ fice
Doctors & Re sl (Risk Retentien Group) Consent Grdcr q*’ '
s} & [oNurnmes mpm 5 5 day 0 20 OB

CLAUDIA C.B
By. :
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STATE OF TENINESSER

\@m (.
FAULA A FLOWERS

Commipeioner, Deparbnent of Commerce
and Ineurance

_ e L
PAUL G. SUMMERS (BPR 6285)
Attorney General snd Reporter

N

fﬂ.ﬁr" . ?ﬁf",‘ﬁ;f | }?
) o 7 ) /:',' “;';jrw- .
gx&gyzé@,/}}fg o Z’/
:'{'S"M A. H]ESTAND (‘BPR 1421 7)
Seniar Counsel, Financial Division
P. 0. Box 20207
Nashville, TN 37202

(615) 741-5035

Doctors Ingurance Rmiprécal {Risk Retention Group)
# Tennessee domiciled insurance corapany

R Lk gl
By fz dhicind G D /?lf—'-
Counsel for DIR

Doctors Insurance Reciprocal (Risk Retention Group) Consent Order of Rehzbilimton
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N By sxecution hereof, Doctars Insurence Reciprocal (Risk Retention Group) consents 10
entry of this Consent Order of Rehabilitation, Doctors Insurance Reciprocal (Risk Retention

Group) agrees without resszvation fo all of the above terms and eomditions and shall be bound b
&ll provisions herein, The wndereipned as the autherity to bind Doctors
Insurance Reciprocal (Risk Retetition Group) (o the terms and canditions of this Consent Order.

~{Attach Board of Diresters> Resolutip .

Dactors Fnsurance Resiprocal (Risk Retention Group)

By ZJWV(3i7217 0. Lﬂj:;bélziwas
(signature)
Seal

ece 3,

= l(‘"k‘ “'\'"? ¥
f

/ﬁrﬂo-?iui 0. LWicehers
(printed or typed name)
Title: Chot 0W "":hhj Ohcer “.-...-f"
Dete: i3clo3 R
Doctors Insurance Reciprocal (Riak Reteation Group) Consent Order oF Rebmtilintion
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