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IN THE CHANCERY COURT OF THE §TATE OF TENNESSEE
TWENTIETH JUDICIAL DISTRICT, DAVIDSON COUNTY

STATE OF TENNESSER, ex rel.,
PAULA A FLOWHERS, ,
Comondssioner of Comuercs and
Inwurancs for the Btate of Tennessee,

NF
No.Q&jmaj_glj[

Petitioner,
¥.
THE RECIFROC AL ALLIANCE

(Riuk Retention Group), & Tennessco
domiciled insgrayee company,

Respondent.

CONSENT ORDER APPOINTING COMMISSIONER
AS RECEIVER FOR FURPOSES OF REDJABILITATION;
: AXD INJUNCTION

This metter came to be keard upen the reguest of Patitioner, Paula A, Flowers,
Commissioner of Commeres sud Isuramce for the: Stete of Tennesgee }{"Comissiomr" or
*Demartment'™), by her signatire appessing below, and through ber counse], Paul G, Sununers,
Attorney General of the State of Tetnessce, end with the sgreement and aonsent of the pasty
agthorized by '1"@11. Codz Azm § 56-9.301{12) 1o consent for Respondent The Recipracal
Alliance (Risk Retertion Group), 2 Teauessee domdeiled insurance company located at 500
Tntersfate Boulevard South, ﬁfta?u()?,\N ghvilly, Tennessee 37210 (*The Reciprocal Allianes’,

"Respondent” or "insurdr), with the bonafit of counsel, by thelr sigaatures aypeuﬁng below, 1o

Thi Beciprowsl Alliance (Risk Reteation G‘:}ﬁp} Consent Order of Rehabilintion
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the entry of the following ordir of rebabilitation, Based op the pleadings, the eonpsent of the
pattios, and the record ag » whole, this Cowrt FINDS a3 fallows: |

1. The Coramissioner has determined, and The Reciprocal Alliance (Risk Retention
Group) consents, that & order of rehabilitation of The Reciprocal Allience {Risk Retention
Group) is necesgary. Due to the heazardous Gueanclal condition and receivership of Reciprocal of
Ametica, dopiciled in Virginia, with which Respondent has reinsured sibatattially all of its
burinoss, the Commismoner bus determined that The Resjproos) Alliwoes (Rivk Retention Group)
is remdared in suck u§nﬂ,ition that firther transaction of its business without vehsbilitation woxld
be hazardows fauseially to the insurer’s polieyholders, ereditors mad the publiv;

2. The Reciproeal Allisnce's consent has been glven 10 entry of this Orter of

Rehabilitation and thero is 8 proper sufficient basis for the following order pursuant to Tenn.

Code Ang, §§ 38-3-301(1) and (12), due fo much consent. The Reciprocal Allistos waives

summons aod the right to be heard before entry of this Consent Order, and this Court hay subject
matter jurisdiction of this action with vesue properly within the Chanerry Conrt of Devidson
County pursaant o Tean. Code Aun, § 56-9.104, and; )

3. "This Cougt .ﬁuﬂmr FINDS that the Petitioner, Paula A. Flowers, is the daly
appointed Comissioner of Commttres and Taswance for the State of Teonessee. Pusuant to
Tem. Code At §§ 56-9-101, gt sy, the rehabilitation of & domestic ingnrer, is to be conducted

by the Cormidssioner after her appefnmient ag Rehabilitator by the Cowt. Tron. Code Ang, §5

563301, ¢4 e

THEREFORE, this Couwt hersby ORDERS, ADJULIGES AND DECREES as follows:

The Heciprocal Allisnos (Fask Reention Group} Consent Order of Rehabilization
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I Petitioner Paula A, Flowes, hﬂ_r official capacity, or her stcessors in offies, in
appolnted as Relisbilitator of The Reciproesl Alliance (Risk Retentlog Group), a Tennesges
&mmir:ilcd insurancs company ("The Reeiproval Alliace”, “Respondent* or "jnsurer”) for the
purpoaey of rehabilitation voder Tean. Code Ann., §756-9«3€'}2. The Comroiasiones, as
Rehabilitstor, is direated forthwith to talm possession of the assets arul records of The Reciprocal
Allisnee sud to administer them @dw the genaral supervision of the Court with all the powaers
granted 4 Rebabilitator under Tetel, Cods Aun. §§ 56-9+101 of seq. This Order vess Htls 1o all
aaéeta of The Reviprocal Alliance n the Repwbilitator, The Commmissioner as Rehabiliator is
bersby autharized and dirssted to condust the business afthe Respondent and take aﬁ steps s
the Rmhabilitatbr deemns neceanary or appropriats and as the Cotrt may herepfer minthorize, if
gpproval is rexquired, o reform and revitalize the Respondent. The Commissionzr shall heva
irnmediate zeoess fo and shall ocoupry sud vontrol thie premises xod alf yecords, datsbaaes, and
vompter files used to couy ot the businesy of The Reciproval Alliance, regardless of their
location xnd possession, Uader Tenn, Code Ann, § 56-9-202(c), eutry of this mxder of
rehubilitation shali ot constitute an antivipetery breach of sny cmm;s of the Respondemt nor
shall it be prounds for retroactive revouation or retmactive tancellation of any contracts of fhe
ingwrer, unloos such rovocation or caoeeilation is done by the Rehalbrilitator pirsuant to Fena,
Code Ann. § 56-9.303, The Commissioner in her role as Rehabilitator, or s othegwise
suthorized, may raake any iﬁvasﬁgatiun of Respondent’s opegations and affairs, ncluding its
financial condition, #s she dewps sporoptiate;

2. Pursnazat tv Tenn, Code Aup, § 56-9-105(a)(1-11), =l persons, flims, carpotatons

and agsacintivns, neluding, but not limited to, Respondent The Raciprocal Alliance and its

The wmmal Allimape {Risk Retention Group) Consens Order of Rehabilintion
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offioers, directors, swekholders, mepalbes, subusribers, pgents, contractors, subcontractors and a1l
uthier persony wii:h anthority aver or in gharge t;f any segraant of 'ﬁﬁa Reciprocal Alliznce's
affhire, are pro}ibited sod temporally enjoined from the tnsantion of The Reciprocal Allance's
business, o the waste or daposition of iis property, or the dwstrunﬁon; deletion, medification, oe
wagte of its records, databares or computer files, or the cammencement or prosecution of euy
weiions, or the obtaiting c:fprefermcﬁa, judgments, sitachunents or other Hens, or the making of
any levy againgt the ingurer or ageingt {ts assels or any pan Bmen? until fvher order of this
Court, mod this Court futher anthorlzes the Rehubilitator 1o apply outside of Tenpesees for the
reliet deweribed 1o Tenn. Cods Ann, § 56-9-105(@);

kR Pursvant ta Tenn. Code Azm § 56-9-106, the officérs, manngers, diteotors,
wustees, owngrs, cimployses, agents, sontractors or subcontractars of The Reciprocal Allimce,
and any other persens with sutherity over or in ehiargs of any segment of The Resiproval
Alliznee's affuirs, sre ordered and required 1o cuoperate with the Commissioner in the cmﬁring
out. of the rehabilitation, The term "parson” shall include any person who exercises control
chmﬂy or indirestly over sstivitiss of the The Reviprocal Allianes throuph any balding
campany, parent compuny, or other affiliate of The Reciproes] Allanos, Fmthar,, fthe term .
“petsort” shall include any person who exerciges sontrol or paﬁicipaﬁun in the activitios of the
The Recigrocal Ajlizoce, snch as through the record-keeping and computer systems operation
relating to the sctivities of the The Reciprona] Allee. *To ennperate”™ shall include, but shall
net be Hmited to, the following: (1) o reply promptly in wiiting to any faeicy Mm the
Commissioner requosting vach s sepdy; and (2) 10 pressrve aod te meke availublz to the

" Conmmyissioner sy sud all books, bank wnd investment accounts, dotniments, or vber records or -

The Kevipron! Alance (Ragk Retention Grovp) Conset Order of Rensbifitation
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infornantion or eontputer programs and dulabases or property of o7 pertaining to The Reviprocs!
Allincco and Jn his possession, cugtody ox eonrol, No peison shall obstract ox tnterfere with the
Comonigsioner in the condort of this rehabilitution; |

4. Aty banrk, savings snd loar assoclation, fnancial institution or ather persan
which bes oo deposit, in its pussession, custody ot control any funds, accouy's and any other
assets of The Beciprocal Alliwse, shall Mngdimc!y transfer titls, vustody ﬁnd contral of alf such
fands, acoonanty, of useets W the Rebabilivaror, and are herchy instrusted that the Rebmbilitator has
abpolnte montrol over such funds, geosunts and other assets, The Rehabilitator may obizupe the
name of soch aceotnte mod other ssvels, withdrow them from such bank, sevings aod loaa
ansocietion or other finametud "imrtimtion, wr ke any lesser action necessary for the proper
conduet of this receivenrship. No bank, sevings mmdd doan assoclation or other financial fnstitution
shiall exercias sy form of setoff, Alleged set-off, Hew, sny form of self-help whatsgever, or
refuse to transfer any funds or assets to the Rehabilitator’s coptral witheut the pexmission of this
Cowst;

5, The amounts held i the coxtodial deposit aceount esteblished by The Reciprosal
Allinsice with the Commissioner shall be fumished to the Rebabilitator for the stalutory purposes
in the rehobifitation of ‘The Reciprocal Alliance, for which the Rehabilitator may draw down such
fondy;

6. The Commissinner as Rehabilitator is aulhorived, prrsusnt 46 Teun Code Anp, §
56-2-303(a), to sppoint vue or m@ special deputy conmissiomers, wWho shall have all the powvers
and responsibifitios of the Rehabilitetor granted under Tenn. Code Ann, 8§ 56-9-101, ot 2xq.

Further thet e Comminsionsr be suthorized pursuant 10 Term, Code Aom, § 56.9-303(a), o

The Heviproon! Allisnce (Risk Retention Gronp) Consent Order of Kehabilitetion
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smploy such sounsel, clerks, and sssisterts ns deemed necessary, The commpensation of the
special deputy(ios), cotnsel, olerks and ssgistants and ell epenpes of taking possession of the
josurer smd of condicting the proceedings shall be fxed by the Commissi oeer, with the approval

" of the Coegt and shall bo padd out of the funds or assels of the imnwer upon the request of or st
the diteetion of the Comumissioner, The persons appointed under this scction shall serve at the
pleasure of the Cormmissioner;

7. The Coroidssivner, 4 Belirbllitotor, I vrdored to meke an scoonntiag to the
Conrt 1o less frequently than semi-zonually. The report shall include the Rebabildator's opinion
35 to the H¥elihood that a plan under Teon. Code Ann. § 56-9-303{e) will be prepared and ihw
fimetable for doing so;

8. As set forth in Teng, Code Ann. § 56-9-303(c), the Rehabilitstor is ordered and
may talie such action oy she deems necssgury ar appropriote to yeform and revitalizs the insurer.
She shall have all the powers of the dirertors, officers, and managers, whose suthority shall ba
stapended, sxcept ag they are x;edulcgm& by the Rehabilitator, She shall have full power to
diract and manage, to kire and disoherge employees sutsject o any contract rights they may have,
and to deal vmh the properly and business of the insutar, |

9, As got forth in Tenn. Code Ann, § 56-5- 303[@) IFit aymesrs 1o the Rehahilitator
that thers has been criminal or fortious conduct, or breack: of eny contractun) or fduciary
ebligation detrimental to the insurer by any officer, manager, agent, broker, amployse or other
pesson, she may pursue all spproprinte Jegad remedies on bebalf of the tuswer

10, Asset furth in Tenn, Code Agn. § 56-9~3(!3 (o), ifthe Robabilitetor determines

that recrganization, conselidstivn, sonversion, reinyirance, merger or other uallﬁf'ﬂrmaﬁm of the

The Reciproon Ablancs (Risk Retection Gronp) Confient Order of Pahabilittion
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insnret is appropriste, she shall prepare a plan to effect such chmges. Upor application of the
Reheiilitator for approval of the plan, and after such notice and heorings as the Court spy
prescribe, the Court may eftbier approve or diszpprove the plan proposed, or may modify it and
apprave it as modified. Any plan spproved under this section shall be, in the judgraont of the
Cowurt, fuir and equireble to ali parties concarned. I the plan i appmved.. the Rebabilttator shall
ey out ths plan;

11, The Rebaddlimtor shall bave the powoer under Tenn, Cods Ann, §5 36-9-315 agd
316, as appticable, to avoid fraudnlent tnsfers;

12, Statetory Stuy of Pending Tennwssee Litlgntion: Pursnmt to Tenn, Code Ann,
§ 56-0-304, sny Court fn this State before Which any action in which the nsurer is a parly, oris
wbligated to defend a paxty, is peading whim thix tehabilitution order is entered, shall stay the
petion or procecding for ninsty (90) days and such additional tge a4 s necessury fur the
Rshabilitator t;a wbiait proper rapreﬁmtmidn and prepare for funther procesdings. The
Rehabilitator sbell ke such sction mespestivg the pending litigation as she deems pecessRry in

~ the interest of justivs aad for the protectivn of creditars, policybolders, sad the public, The

Relwbilitator shall immediztely consider all livigation pending owtside this State and slhiall
petition the courts baving jurisdiction aver that litigation for stays whenever necossary 1o protect
the estate of the nsarer;

13.  Pursurnt to Teon. Code Ann, § 56-9-304, no statute of lxnttations or defense of
laches ahail IuG with respeet to any actiont by or against the insurer between ihe flling of this
petition/eonsent order for appoiutment of a Rebabilitator Gor the insurer and the entry of this

order. Any action ageingt the insacer that might have been conwnenced when the petition was

The Raciprooal Allizoce (Rlsk Retention Group) Consent Order of Rehabilitstion
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filed may be commmced for at lezst sixty {60} days aftor this order uf rehabilitation is entered or
the petition js donled. The Rehabilitator may, upon i erder for relwbilitation, within wae (1)
yest or uch pther Jopger ime rs appli#ahle law may pamit, ingtitufe an action or pxﬁmmiing an
behalf of the insarer upon any savge of ection epginst which the period of limitation fxed by
spplicable Taw hag not expired at the time of the filing of the petition upon which such onder iy
ontered;

14.  Ifit proves necessary god the Commlesioner b::lilév-cs further efforts to rebabilitute

- the innurer would substantially increase ﬁzu sk of nss 1o creditu;m, policyholders, etrvllees or
the public, orwuﬁld e ﬁﬁl@, thie Commizgioner is permitted to petition for the relief nundey
Tenn, Tode Aun, § 56-5-305 to convert the axtion to liquidation of Respondent within this
sction. The Respondent shall be permitted to rospond to much petition to convert this asting ko
liquidation at such tirne, which reeponse may either be consent or opposition to the petition ax
puch time. The Respondent asd/or ity divectors may exercise my other dights they have under
T@n:ssee Tew;

15,  Any persan, firm, corporaiion or othor entity having notice of this Order thar fuils
to abide by its texme shall ba directed to appear beforé this Court to shew good catse, if any they
1y have, as to why they sioyld uoi be held iu conternpt of Cowrt for violatiun of the provisions

" of this Order;

16, Mo bond is required of the Conniseioner as # preveguisite for the filing of this

petition or endry of this consent order or for the issunuce of any iujinction, r@sh‘ai!ﬂng order, or

additional ontry issned as provided by Tesm. Code Ann. § 20413-161, sd;

The Reciprocal Allinnce {(Risk Retenton Grovp) Conseat Order of Rehabiltmtion
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I7.  The Commissioner may spply to the Conrt Bar any further ovders which may be

azgossary to implement the torms of this order, or in 4id thereof, to which she may be sufitled.

Fhils Cougt retgns jirisdiction for the purposs of granting such further relicf as from %ime to time

shall be deemed appropriste,

IT 15 SO ORDERED, this 7 [ dmec’nm_v 20038t 31030 M,

NV Mm\f

QHANCELLOR
Agroud aod spproved for entry by:
STATE OF TENNZSSHE y
ot 1hi op

hereby cerfify thet this is a frue ¢

Pouda. . Howern to% ong"y* linsirurgeqt iled inmy 0 fice.

PAULA A FLOWERS This_A|_day of 20

Cogmnfn:ssinmer,napmant of Campmence CLAUDIA C. BONNYMAN Gl tastr

1314k e
7y & all

eputy

PAVL G. SUMMERS (BPR 6285)
Attommey General sod Reporter

A . 7 >
,./ ‘ '."/ 7 /

BARAN A. BIESTAND (BPK 14217)
Semiur Ceaneel, memal Thvision

P, . Box 20207

Naghville, TH 37202

{615) 7T41.6035

The Reciproes! Alllmpee (Rigk Retention Group)
u, Tennessee domiciled ingumane company

DRetun 8

The Beoiprocal Alliaoce (Risk Retention Group) Consent Order of ahabiltation
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B}ff E,EALJ é‘«‘ E }?/’«: m?/
Counsel for The Rewiprocal Allisace (Risk Retention Gronp)

The Beciprocal AlHance (Risk Retention Group) Consent Order of Raliutslitation
0

.-

g PLET 2008 Oy uep SECB-LRG-GT Y Y



O 55 i Al LM hEe v e
N (2 * L rm g e S e LAV e
(IR e R R b A Fre{ietr ¥ nts o prrucas *8Y G s LR I W et e

e

By execulion hereof, The Reciprocal Alliance (Risk Retention Group) consents to entry
of this Consent Order of Rehabilitstion. The Reciprocal Alance (Risk Reren ion Group) agress
without reservation to all of the above terms and conditions and shall be boun 1 by all provisions
herein, The nadersigned reprosents thet he/she has the authority to bind The Fectprocal Alliance
(Risk Reteation Group) to the terms and conditions of this Consent Crder.

—(Attach Board-of Dircetors~Resolution)- nial y\@,cm.;mu\

The Reciprocal Alliance (I;J}k Retention Group)

By ﬂm l‘l“/é) B

(sigpatiae) j )

v Hom ey A_': ) d?}fﬂ-; g Seal
(printed or typed name)

s
e N

Titler /%E%‘r:{:“n(‘“ L€

Date; ‘_/?d/-u

The Reeiprocal Allisnce (Risk Retention Group) Consent Order of Rehsbilitatian
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