
IN THE COMMONWEALTH COURT OF PENNSYLVANIA 

 

 

 

IN RE: 

Reliance Insurance Company 

In Liquidation 

 

 

 

 

 

NO. 1 REL 2001 

 

 

 

 

 

In Re: Application for Approval of Direct Payment of Reinsurance by United 

Insurance Company to Hoechst Celanese Corporation 

 

ORDER 

AND NOW, this ___ day of_________, 2016, upon consideration of the 

Application filed by Teresa D. Miller, Insurance Commissioner of the 

Commonwealth of Pennsylvania in her official capacity as Statutory Liquidator of 

Reliance Insurance Company (“Liquidator”), the Court accepts the Liquidator’s 

representations that United Insurance Company (the “Reinsurer”) and Hoechst 

Celanese Corporation (the “Insured”) are in compliance with 40 P.S. §221.34, the 

“Guidelines For Enforcement of 40 P.S. §221.34”, and the Order of this Court 
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dated April 26, 2002.  Further, the Court accepts the representations of the 

Liquidator and the Reinsurer that no person or firm will earn any contingent fee or 

extra remuneration of any type as a result of this transaction. 

Therefore, in accordance with the Liquidator’s recommendation, the Court 

hereby confirms the approval by the Liquidator and further approves the 

Reinsurer’s assumption of a direct coverage obligation to the Insured upon the 

terms set forth in the Reinsurer’s request and supporting documentation and 

approves the direct payment to the Insured by the Reinsurer in accordance with its 

direct payment obligations resulting from the assumption.  

 

 

        

BONNIE BRIGANCE LEADBETTER

 Judge 

 

 

 



 

IN THE COMMONWEALTH COURT OF PENNSYLVANIA 

 

 

 

IN RE: 

Reliance Insurance Company 

In Liquidation 

 

 

 

 

 

NO. 1 REL 2001 

 

 

 

 

 

In Re: Application for Approval of Direct Payment of Reinsurance by United 

Insurance Company to Hoechst Celanese Corporation 

 

 

APPLICATION FOR APPROVAL OF DIRECT PAYMENT 

OF REINSURANCE PROCEEDS PURSUANT TO 40 P.S. §221.34  

Applicant, Teresa D. Miller, Insurance Commissioner of the 

Commonwealth of Pennsylvania, in her official capacity as Statutory Liquidator 

(“Liquidator”) of Reliance Insurance Company, respectfully requests that this 

Court enter an Order in the form attached approving the direct payment of 

reinsurance proceeds by United Insurance Company (the “Reinsurer”) to Hoechst 

Celanese Corporation (the “Insured”) in accordance with direct coverage 

obligations assumed by the Reinsurer under reinsurance agreements reinsuring 

policies of insurance issued by Reliance to the Insured as set forth below.  For 

purposes of this Application, “Reliance” will collectively refer to Reliance 

Insurance Company (In Liquidation) and all of its former subsidiaries that were 

merged into Reliance Insurance Company prior to liquidation. 
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I. The Relevant Policies and Reinsurance Agreements 

1. The insurance policies that are the subject of this Application 

are policies of insurance that Reliance issued to the Insured covering workers 

compensation and employers liability for the period beginning May 1, 1989 and 

ending May 1, 1990. 

2. The Policies issued by Reliance to the Insured were reinsured 

by the Reinsurer, a reinsurance company.  The reinsurance agreement and their 

addenda (collectively, the “Reinsurance Agreements”) are attached to this 

Application as Exhibit A. 

II. The Guidelines and Direct Payment Request 

3. Following an Order of Liquidation declaring Reliance insolvent 

on October 3, 2001, the Liquidator petitioned this Court for the approval of 

“Guidelines for Enforcement of 40 P.S. §221.34” (“Guidelines”) relating to the 

process and standards for permitting a reinsurer of Reliance to make direct 

payments to a Reliance policyholder.   

4. The Guidelines were approved and, by Order of this Court 

dated April 26, 2002 (the “Order”), the necessary conditions precedent to any 

agreement by the Liquidator to permit direct payment by a reinsurer were 

established.  The Order and the Guidelines are attached to this Application as 

Exhibit D. 
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5. Pursuant to paragraph 3 of the Guidelines, the Reinsurer 

submitted a written request to the Liquidator seeking approval of direct payments 

by the Reinsurer to the Insured.  The written request is attached to this Application 

as Exhibit E. 

III. The Liquidator’s Review and Recommendation 

6. Following submission and review of documentation in support 

of the Reinsurer’s request to the Liquidator, the Liquidator has approved the 

written request seeking approval of direct payment of reinsurance by the Reinsurer 

to the Insured.  The Liquidator has concluded that the Reinsurance Agreements 

comply with 40 P.S. §221.34, the Guidelines and the Order. 

7. Specifically, the Liquidator has reviewed the Reinsurance 

Agreements and determined that they expressly provide for a direct coverage 

obligation (a “cut through”) from the Reinsurer to the Insured, in the event of the 

insolvency of Reliance, in place of and in substitution for any obligations of 

Reliance to the Insured, as required by 40 P.S. §221.34, paragraph 4(b) of the 

Guidelines, and the Order. 

8. In addition, the Liquidator has determined that the Reinsurance 

Agreements specifically identify that the “cut through” payment is to be made to 

the Insured, in accordance with 40 P.S. §221.34, paragraph 4(a) of the Guidelines, 

and the Order. 
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9. Article I. (Definitions) of the Reinsurance Agreements, attached 

as Exhibit A, provides in pertinent part:  

“Policy” or “Policies” – Policies of insurance and any 

extension or renewals including endorsements written 

through ARM International Corp. under Producer Code 

840249, and issued by the Company to Hoechst Celanese 

as further described in Schedule I to this Agreement. 

10. Article XIII. (Insolvency), of the Reinsurance Agreements, 

provides in pertinent part: 

It is further agreed and understood that as to all reinsurance made, 

ceded, renewed or otherwise becoming effective hereunder, the reinsurance 

shall be payable by the Reinsurer to Company or to its liquidator or receiver 

or statutory successor, except (a) where the contract specifically provided 

another payee of such reinsurance in event of the insolvency of Company, or 

(b) where the Reinsurer with the consent of the direct insured has assumed 

obligations of Company under any of the Policies as direct obligations of the 

Reinsurer to the payees under any such policy and in substitution for the 

obligations of Company to such payees. 

11. With respect to the reinsured Policies, the Reinsurer executed 

an “Assumption and Substitution by Reinsurer” document, in a form authorized by 

the Guidelines and the Order.  This document provides that the Reinsurer has 

unequivocally assumed Reliance’s entire direct coverage obligation to the Insured, 

that the “cut-through” payments will be made in satisfaction of the coverage 

obligations of Reliance to the Insured, and that the Reinsurer releases Reliance 

from all liability as required by 40 P.S. §221.34, paragraphs (b), (c) and (e) of the 
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Guidelines, and the Order.  The Assumption and Substitution document executed 

by the Reinsurer is attached to this Application as Exhibit C. 

12. With respect to the reinsured Policies, the Insured executed an 

“Informed Consent to Substitution of Reliance” in the form authorized by the 

Guidelines and the Order.  The document provides for informed consent to the 

direct coverage relationship which is in substitution for the relationship between 

the Insured and Reliance and consents to the release of Reliance for all claims by 

the Insured against Reliance relating to coverage assumed by the Reinsurer, as 

required by 40 P.S. §221.34, paragraph 4(e) of the Guidelines, and the Order.  The 

Informed Consent to Substitution of Reliance is attached to this Application as 

Exhibit B. 

13. As set forth in the Affidavit of Robert Bellusci, attached to this 

Application as Exhibit F, the Liquidator states that no person or firm has earned or 

will earn any contingent fee or extra remuneration of any type from Reliance as a 

result of this transaction. 

14. As set forth in the Affidavit of Edward P. Weber, III (the 

“Weber Affidavit”), attached to this Application as Exhibit G, Mr. Weber states 

that no person or firm has earned or will earn any contingent fee or extra 

remuneration of any type from the Reinsurer as a result of this transaction. 
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15. As further set forth in the Weber Affidavit, upon review of 

certain books and records that relate to the Reliance policies reinsured through the 

Reinsurer, the Reinsurer has confirmed that, from the October 3, 2001 date of 

Reliance’s liquidation to August 5, 2016, the Reinsurer’s exposure to Reliance for 

improper direct losses paid is estimated to be $810,402.  After analysis of this data, 

the Reinsurer views its future exposure under the proposed cut-through to be 

$292,571 as of August 5, 2016.   

16. In accordance with paragraph 4(e) of the Guidelines, the 

Liquidator has determined that the Reinsurer and the Insured have complied with 

all other contractual provisions regarding the direct payment or assumption and 

that proper disclosure has been made with respect to the consequences of 

consenting to the direct coverage relationship with the reinsurer. 

17. Pursuant to paragraph 5 of the Guidelines and the Order, the 

Liquidator is submitting the Reinsurer’s documentation to this Court and 

recommends approval of direct payment by the Reinsurer. 

 

















 

 

 

 

 

 

 

 

 

EXHIBIT A 

































 

 

 

 

 

 

 

 

 

EXHIBIT B 











 

 

 

 

 

 

 

 

 

EXHIBIT C 











 

 

 

 

 

 

 

 

 

EXHIBIT D 

















 

 

 

 

 

 

 

 

 

EXHIBIT E 





 

 

 

 

 

 

 

 

 

EXHIBIT F 







 

 

 

 

 

 

 

 

 

EXHIBIT G 








