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FIRST DIRECTIVE CONTINUING INSURANCE POLICY PAYMENTS ANDIMPOSllNG
SUSPENSION AND MORATORIUM ON OTHER CLAIM PAYMENTS
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On January 29,2003, in a casestyled C_ommonwealthofVir2inia. ex reI. State Cornoration
Commission v. Reci rocal of America The Reci rocal Grou and lod M. Wa er
Treasurerof Virginia. the Circuit Court for the CityofRichrnond, found that Reciprocal of
America ("ROA") and The Reciprocal Group ("TRG") (collectively, ROA and TRG are
referred to as the "Companies") are in a condition, as a single insurance businessenterprise,
where any further transaction of businesswill be hazardousto the policyholders, creditors,
members, subscribersand the public. Therefore, the Court issuedits Final OrderAppointing
Receiver for Rehabilitation or Liquidation (the "Receivership Order"), appointing the State
Corporation Commission (the "Commission") of the Commonwealth of Virginia, as
Receiver, Alfred W. Gross, the C()mmissionerofthe Commission's Bureau of Insurance,as
Deputy Receiver, and Melvin J. Dillon as Special Deputy Receiver of the Companies, in
accordancewith Title 38.2 Chapters 12 and 15 of the Virginia Code.

2

Pursuant to authority granted in the Receivership Order, the Deputy Receiver has directed
that payments will continue to be made to policyholders, subscribers, and third-party
claimants who have claims under contracts of insurance and insurance policies (collectively,
"Insurance Policy" or "Insurance Policies") of ROA. Further, the Deputy Receiver has
directed the continued payment of all administrative expensesand secured claims of the
Companies.
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The Deputy Receiver has further directed an immediate suspensionand moratorium on the
payment of all other claims of the Companies of any nature, including the payment of all
creditor claims which are subordinate to Insurance Policy claims. The suspension and
moratorium for non-Insurance Policy claims has been imposed becauseof the Companies'

financial condition. Additionally, the suspensionand moratorium on these claim payments
has beenimposed to avoid improper preferencesof creditor claims until the Deputy Receiver
has further evaluated the Companies' financial condition.
THEREFORE, in accordance with the powers granted to the Deputy Receiver in the
Receivership Order, THE DEPUTY RECEIVER HEREBY DIRECTS:
The continuation of all payments to policyholders, subscribers, and third-party
claimants for claims under Insurance Policies ofROA.
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The continued paymentof all administrativeexpensesand securedclaims of the
Companies.
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The immediate suspensionand moratorium on the payment of all other claims of the
Companies of any nature, including the payment of all creditor claims which are
subordinate to msurance Policy claims.

This First Directive is effective as of January29, 2003. All of the foregoingis subjectto
furtherdirectivesof the Deputy Receiverandordersof the StateCorporationCommissionof the
Commonwealthof Virginia.
It is so directed:

~

Alfred.
Gross, Commissioner of Insurance, Bureau of
Insurance,State Corporation Commission, Commonwealth of
Virginia, and Deputy Receiver of the Companies
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