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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHMOND, FEBRUARY 11, 2003

COMMONVEALTH OF VIRGI NIA, ex rel.
STATE CORPORATI ON COMM SSI ON '

Appl i cants,
V. ' CASE NO. | NS-2003-00024
RECI PROCAL OF AMERI CA, '
I n Recei vership, '
THE RECI PROCAL GROUP, '
I n Receivership

Respondent s.

ORDER | N Al D OF RECEI VERSHI P

ON A FORMER DAY CAME the Deputy Receiver and filed with the
Clerk of the Commi ssion an Application for Order in Ald O
Recei vership (the “Application”), seeking various mtters
associated with the <continuing efforts involved in the
recei vership proceedings of Reciprocal of Anerica (“ROA’) and
The Reciprocal Goup (“TRG) (collectively referred to as the
“Conpanies”). Specifically, the Deputy Receiver seeks an Order
fromthe Commi ssion that adopts supplenmental rules of practice
and procedure applicable to the Receivership Proceedi ngs.

AND THE COWM SSI ON, havi ng consi dered the Application, and

the argunment and evidence submtted by counsel in support


http://www.state.va.us/scc/contact#General.htm

thereof, finds that the Deputy Receiver’s Application is, in al
things, well taken and that it should be, and it is hereby,
granted. Accordingly, the Comm ssion now finds as follows:

1. On January 29, 2003, the Crcuit Court for the City of
Ri chnrond, issued its Final Order Appointing Receiver for
Rehabilitation or Liquidation (the “Receivership Oder”), in a

case styled Commonwealth of Virginia, ex rel. State Corporation

Conmi ssion v. Reciprocal of Anerica, The Reci procal G oup, and

Jody M Wagner, Treasurer of Virginia, Cause No. CHO03-135, and

appointed Alfred W G oss, Conm ssioner of Insurance, as Deputy
Recei ver of the Conpanies, and authorized and directed himto
proceed with the rehabilitation or |iquidation of the Conpanies
and to marshal the assets of the receivership estate by, anong
ot her things, the pursuit of clains and causes of action held by
the estate by taking whatever steps are necessary or advi sable,
for the protection of the Conpanies’ policyholders, creditors,
nmembers, subscribers and the public. |In order to carry out the
responsibilities inmposed upon himby the Receivership Order, the
Deputy Receiver should be given the ability to conduct
i nvestigations and di scovery with respect to matters related to
the receivership, and to investigate and approve or defend
claims made against the receivership estate. Accordi ngly,

suppl enmentation of the Conm ssion Rules is required in the
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recei vership proceedings to allow the Deputy Receiver to carry
out his responsibilities.

THEREFORE, | T IS ORDERED, upon good cause shown, that:

A The Rules of Practice and Procedure of the State
Corporation Conmm ssion (the “Commi ssion Rules”) shall be
suppl enmented, as appropriate, by the Supplenental Rules of
Practice and Procedure in Aid of Receivership Proceedings
(“Suppl emental Rules”), attached as Exhibit “A” to the Deputy
Receiver’s Application, and as fully set forth bel ow

Accordingly, in the receivership proceedi ngs, Case No. | NS-
2003-00024 and in any matter ancillary thereto, the Deputy
Recei ver shall have the authority to utilize the Suppl enental
Rul es to investigate, discover, nake, redress, and defend clains
and causes of action pursuant to the responsibilities inposed
upon him by the Receivership Order. The Deputy Receiver is
further directed to continue his efforts to marshal and col | ect
the assets or property for the benefit of the receivership
estate.

Al l questions as to the appropriateness of the Suppl enenta
Rul es and all conflicts between the Comm ssion Rules and the
Rul es of the Supreme Court of Virginia shall be resolved by the
Comm ssi on. Wth greater particularity, the Conm ssion Rules

are hereby suppl enmented herein as follows:
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Suppl enental Rul es of Practice and Procedure
in Aid of Receivership Proceedi ngs
Tabl e of Contents

Scope

1:1 Application of Supplenmental Rules
1: 2 Application of Certain Rules of Suprene
Court of Virginia

Pretrial Procedures, Depositions and Production

| nvestigative Subpoena Power; Exani nation

W t nesses Under OGath in Receivership Proceedi ngs

3:1 Investigative Depositions and Production
of Docunents

3:2 Protection FromInvestigative Depositions and

Pr oducti on of Docunents

3: Sanctions for Di sobedi ence
3:

Di scovery Materials Not Filed with O erk

3
4 Application To Wtnesses Qutside of Virginia



Suppl enental Rul es of Practice and Procedure
in Aid of Receivership Proceedi ngs

1. Scope

1:1 Application of Supplenental Rules.

These Supplenental Rules of Practice and
Procedure in Aid of Receivership Proceedi ngs

(the “Suppl enment al Rul es”) shal | be
applicable to mtters relating to the
recei vership (the “Recei vership
Proceedi ng(s)”) of Reciprocal of Anerica and
The Reci procal G oup, In Receivership
(collectively “t he Conpani es”), as a

supplenment to the Commi ssion’s standing
Rul es of Practice and Procedure (the
“Commi ssion Rule(s)”).

1:2 Application of Certain Rules of Suprene
Court of Virginia.

The Conmm ssion shall, as set forth herein,
apply certain Rules of Suprenme Court of
Virginia (“Virginia Rules”) as my Dbe
necessary to facilitate t he orderly
i nvestigation, discovery and disposition of
certain matters in these Receivership
Proceedings. To this end, certain terns in
the Virginia Rules nust be subject to
appropriate |anguage nodifications for use

in this Receivership Proceeding. These
Suppl enental Rules, and the adopted Virginia
Rules, shall be Iliberally construed to

facilitate a viable procedural nmechanism for
aiding the orderly investigation, discovery
and disposition of matters involving the
Recei vershi p Proceedi ngs.

2. Pretrial Procedures, Deposi ti ons and
Pr oducti on.

Subj ect to appropriate | anguage
nodi fi cations in accor dance with
Suppl emental Rule 1:2, Virginia Rules 4:0,
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4:1, 4:2, 4:3, 4:4, 4:5, 4:6, 4:7, 4:7A
4:8, 4:9, 4:10, 4:11, 4:12, 4:13, and 4:14
shall apply to the Receivership Proceedi ngs.

| nvesti gati ve Subpoena Power; Exam nation of
Wt nesses Under Cat h in Recei vership
Pr oceedi ngs.

3:1 Investigative Depositions and Production
of Docunents.

The Comm ssion may, upon good cause shown by
the Deputy Receiver, issue, ex parte, a
subpoena to conpel the attendance and
testinony of wtnesses before a person
enpowered to admnister oaths and the
producti on of any books, accounts, records,
papers, and correspondence or other records
relating to any matter that pertains to the
recei vership of the Conpani es and nay, upon
good cause shown, conpel such attendance and
production  of records at the Deputy
Receiver’'s offices in R chnond, Virginia, at
such other place as the Deputy Receiver may
designate in Richnond, Virginia, as well as
adj acent cities or counties as the Deputy
Recei ver may deem necessary to desi gnate.

3:2 Protection From | nvestigative
Deposi ti ons and Producti on of
Docunent s.

Any person served with a subpoena under this
section my file a nmtion wth the
Conmmi ssion for a protective order pursuant
to Virginia Rule 4:1(c). The filing of such
a notion does not relieve the person subject
to the subpoena from conpliance until such
time as a protective order is entered by the
Conmi ssi on.

3:3 Sanctions for Di sobedi ence.

In any case of disobedience of (i) a
subpoena issued under Rule 3:1 of these
suppl enmentary rules, including the contunacy
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of a witness appearing before the Deputy
Receiver or his designated representative,
or (ii) a subpoena issued under Part 2 of
these rules or any other requi r ement
t hereunder, the Conmm ssion may, pursuant to
Virginia Rule 4:12, issue an order requiring
t he person subpoenaed to obey the subpoena
to give evidence or produce books, accounts,
records, papers, and correspondence or other
records respecting the matter in question.

Any failure to obey such an order may be
puni shed as contenpt by the Comm ssion.

3:4 Application To Wtnesses OQutside of
Vi rgini a.

| f the Deputy Receiver desires to take the
deposition of a witness who resides outside
the Commonwealth of Virginia, it may be
taken in accordance with Virginia Rule 4:3,
as adopted in these Supplenental Rules and
as provided under Virginia Code Sections
8.01-411 through 8.01-412.1.

4, Di scovery Materials Not Filed Wth Cl erk

Unl ess otherwi se directed by the Comm ssion,
di scovery materials shall not be filed with
the Clerk of the Comm ssion.

B. All authority granted to the Deputy Receiver in this
Order is in addition to that accorded to the Deputy Receiver
pursuant to prior and other Orders which the Conm ssion has
entered or may enter in this cause, the insurance |aws of the
Commonweal th of Virginia, and other applicable Iaw. The grant
to the Deputy Receiver of certain authority and power by the

terms of this Order may be duplicative of authority and power

previously conferred on himby |awful order or by operation of
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| aw, and any such grant of express power shall not be construed
to inmply that the Deputy Receiver did not previously possess
such power and authority nor shall it be construed to inply a
l[imtation or revocation of authority previously granted to the

Deputy Recei ver.



