THE STATE OF NEW HAMPSHIRE
MERRIMACK, SS. SUPERIOR COURT
Docket No. 03-E-0106
In the Matter of the Liquidation of

The Home Insurance Company

LIQUIDATOR’S OBJECTION TO CLAIMANT’S
MOTION TO RECOMMIT REGARDING
DISPUTED CLAIM

Docket No. 2006-HICIL-22

Roger A. Sevigny, Insurance Commissioner for the State of New Hampshire,
solely in his capacity as Liquidator of The Home Insurance Company (“Liquidator”), by
and through counsel, hereby objects to Claimant, Henry Lenz’s (“Claimant”) Motion to
Recommit and in support thereof states as follows:

1. The Referee’s September 11, 2006 Ruling fully and accurately captures
the factual history of this disputed claim. Likewise, the Referee’s Ruling properly
applied the law applicable to the facts presented by Claimant. Claimant’s Motion to
Reconsider [sic] is based, upon his assertion that his “agreement is not labeled Deferred
Compensation and that is why [he] feel[s] it is not a retirement benefit but interest
money under loss claim — Class II.” (Claimant’s Exhibit No. 2 annexed to his moving
papers.) Claimant’s present position, however, is inconsistent with how he previously

characterized his claim. Furthermore, regardless of how Claimant characterizes his



claim, the Liquidator propetly classified it as Class V, the Referee affirmed, and this
Court should affirm.

2. Claimant presented a Proof of Claim (“POC”) dated June 28, 2003 to the
Liquidator. In his POC, Claimant described his claim as “Payments . . . for Deferred
Compensation Agreement. Money was taken from salary of H.P. Lenz.” (Copy of POC
is included as Exhibit 5 in the Case File which is attached for ease of reference.)
Thereafter, by letter dated April 19, 2006 he described his bitterness over the loss
emanating from his “Deferred Compensation Plan” for which he sought “Class 1 —
Administrative Cost” classification. (Case File Exhibit 1.) He has similarly described
the funds at issue as “. . . my Retirement Money. Money that [he] paid into the Home,”
(Case File Exhibit 3) a “retirement differential,” (February 2, 1996 letter, Case File
Exhibit 6) “retirement benefits [for] my own money that I paid in,” (August 29, 2003
letter, Case File Exhibit 6) and “a Deferred Compensation Agreement, not . . .
supplemental retirement benefits.” (Undated letter marked ‘Copy’, Case File Exhibit 6.)

3. Regardless of Claimant’s various characterizations of his claim, the
Liquidator properly designated Claimant’s submission as a Class V - Residual
Classification and the Referee properly affirmed his decision. Claimant’s June 19, 1981
deferred compensation agreement (Case File Exhibit 5) is clearly not a cost or expense
of the administration of the Home estate as defined by RSA § 402-C:44 I and hence is
not eligible for Class I classification. Similarly, Claimant’s POC does not fall within

any of the defining criteria for RSA § 402-C:44 II designation:



II. POLICY RELATED CLAIMS. All claims by
policyholders, including claims for unearned premiums in excess
of $50, beneficiaries, and insureds arising from and within the
coverage of and not in excess of the applicable limits of insurance
policies and insurance contracts issued by the company, and
liability claims against insureds which claims. . . . All claims under
life insurance contracts issued by the company. . . . All claims
under life insurance and annuity policies, whether for death
proceeds, annuity proceeds or investment values, shall be treated as
loss claims. That portion of any loss for which indemnification is
provided by other benefits or advantages recovered or recoverable

by the claimant shall not be included in this class. . . . (Emphasis
added.)
4, By no stretch of interpretive logic could Claimant’s claim be deemed to

have evolved from an “insurance or annuity policy” issued in the normal course of the
Home’s business operations thereby affording him Class II status in the distribution
order prescribed in the liquidation statute.

5. Claimant now takes issue with the “18 year old Iowa case” the Referee
referenced in her Ruling. Referee Rogers, however, properly relied upon the Iowa
Supreme Court’s decision in State of lowa ex rel. William B. Hager, etc. v. lowa
National Mutual Insurance Company, et al., 430 N.W.2d 420 (1988) (Copy of the
decision is included in Liquidator’s Written Submission which is attached for ease of
reference.) As noted in the Referee’s Ruling, the Iowa court “drew clear distinction
between an insolvent insurance company’s obligations to its insureds under policies of
insurance and other obligations that such insurer might have to its employees.”
(Referee’s Ruling at 2.) Bound by controlling statutory language and a fact pattern

nearly identical to that which is at issue herein, the lowa National Mutual court properly



found that a residual (i.e., akin to RSA § 402-C:44 V) classification was the only proper
designation of claimant’s claims.

6. Iowa National Mutual, fully supports the Liquidator’s determination that
Claimant should be given Class V designation. In the case, the lowa Supreme Court
considered the assertion of more than thirty senior executives of the involved carrier
that their deferred compensation claims should be treated — for the purpose of priority
classification — as “annuity policies or as annuity proceeds.” The lowa priority statute
at issue defined a Class 3 priority (i.e., the class senior to that of general or residual
creditors) as including “[c]laims under life insurance and annuity policies, whether for
death proceeds, annuity proceeds, or investment values shall be treated as loss
claims...” (Iowa Code § 507C.42 (3) (1985)).

7. Not coincidentally, the New Hampshire priority statute, Rev. Stat. § 402-
C:44 11, is identical to § 507C.42(3) of the Iowa insurer’s insolvency priority statute.
As noted by the Iowa Supreme Court, “[s]ection 507C.42 is modeled after section 42 of
the 1977 Insurers Supervision, Rehabilitation and Liquidation Model Act,” which at the
time of the Iowa court determination had seen adoption of its priority provisions by
approximately thirteen jurisdictions, including New Hampshire. Jowa National, 430
N.W.2d at 422.

8. In lowa National, the executive employees asserted that the Iowa
legislature used the terms “annuity” and “annuity policy” interchangeably thereby

showing an intention to give the words the same meaning and thus arguing that their



claims for deferred compensation should be given Class 3 priority. The lowa Supreme
Court rejected this argument:

The statute refers to annuities issued by the insurer in the
ordinary course of business. We reach a similar conclusion with
respect to the use of the words “annuity policies” or “annuity
proceeds” in section 507C.42(3). The third priority class
includes claims made under policies of insurance, third-party
claims against insureds of the company under liability policies,
and claims made against statutory guaranty plans for risks of the
insolvent insurer. This strongly suggests that this particular
priority status is aimed at the insolvent insurance company’s
obligations to its insureds and not to employee claims.

430 N.W.2d at 422.

9. The Iowa National court addressed the legislative history of this section
of the insurer’s insolvency statute as well as the commentary to the Wisconsin Insurers
Rehabilitation and Liquidation Act (Wis. Stat. §§ 645.01-645.90 (1975)), which formed
the basis for the Model Act (and thus applies equally to the New Hampshire priority
statute).

The official comments to the Wisconsin act give an explanation of the purposes

behind the particular classification of claims selected by the drafters of that act.

According to the comments accompanying section 645.68 of the Wisconsin act,

governing priority of distribution, the system of priority was chosen “based on

the relative social and economic importance of the claims likely to be asserted
against an insurer . . . to carry out sound public policy by minimizing the

damage done to the insured community when an insurer fails.”

430 N.W.2d at 422, 423.

10.  Having considered the foregoing, the court noted that “[i]n contrast to
the type of claims included in the third priority status, i.e., those involving the

company’s obligation to its insureds [akin to New Hampshire’s Class II priority],



appellants’ claims arise from their status as employees of the company.” Employee
claims were relegated to a lower priority status, similar to New Hampshire’s Class IV
classification, and similarly specified that “[o]fficers and directors are not entitled to the
benefit of this priority.” The court concluded that it could discern no legislative intent
to “accord any other priority status to excluded employee claims and therefore found
that a general or residual creditor classification was appropriate under the
circumstances. 430 N.W.2d at 423.

11.  Claimant’s position is identical to that of the executives who asserted an
“annuity level” priority in the Jowa National litigation. As the Iowa Supreme Court
held, “we are required to identify the category of claimants to which the legislature
accorded third party priority status. If the legislature had intended to accord third
priority status to amounts owed employees under deferred compensation plans we do
not believe it would have required us to infer that intention from general language
which appears to be directed at an entirely different group of claimants.” 430 N.W.2d
at 423. As such, “this strongly suggests that [Class 3] priority status is aimed at the
insolvent insurance company’s obligations to its insureds and not to employee claims.”
430 N.W.2d at 422. Based on the rationale articulated by the lowa Supreme Court, Mr.
Lenz’s claim for proceeds under his 1982 Agreement was properly accorded a Class V

(general/residual) creditor status.



WHEREFORE, the Liquidator objects to the Motion to Recommit and
respectfully requests that this Court enter judgment on the Referee’s Ruling of

September 11, 2006 pursuant to N.H. Rev. Stat. Ann. § 519:12.

Respectfully submitted,

ROGER A. SEVIGNY, INSURANCE
COMMISSIONER OF THE STATE OF NEW
HAMPSHIRE, SOLELY IN HIS CAPACITY AS
LIQUIDATOR OF THE HOME INSURANCE
COMPANY

By his attorneys,

Kelly A. Ayotte
Attorney General

J. Christopher Marshall

Civil Bureau

New Hampshire Department of Justice
33 Capittol Street

Concord, NH 03301-6397

(603) 271-3650

October 16, 2006 P v i

Jonathan Rosen, Esq. (N.H. Bar # 16951)
Thomas W. Kober, Esq. (admitted pro hac vice)
The Home Insurance Company in Liquidation
59 Maiden Lane

New York, New York 10038

(212) 530-4001




CERTIFICATE OF SERVICE

I hereby certify that a copy of this Objection to Claimant’s Motion has been forwarded
via First Class Mail this 16th day of October, 2006 to:

Claimant Henry P. Lenz at 25 E. Madison Avenue, Florham Park, NJ 07932-2605 and

Office of the Clerk, Merrimack County Superior Court, 4 Court Street, Concord, New
Hampshire 03301, Attention: Home Docket, No. 03-E-0106 and

via First Class Mail and e-mail this 16th day of October, 2006 to:

Ms. Brooke Holton, Liquidation Clerk at brooke.holton@hicilclerk.org and The Home
Insurance Company in Liquidation, Office of Disputed Claims, P.O. Box 1720,
Manchester, New Hampshire 03105-1720 and

Tl s f e,

Thomas W. Kober




CASE FILE



THE HOME

INSURANCE
COMPANY IN
LIQUIDATION

286 Commercial Street, 3rd Floor
Manchester, NH 03109

May 26, 2006

Mr. Henry P. Lenz
25 E. Madison Avenue
Florham Park, NJ 07932-2605

Re: In Re The Liquidation of The Home Insurance Company
Disputed Claim Docket Number: 2006-HICIL-22
Proof of Claim Number: EMPL17440
Claimant Name: Henry P. Lenz

Dear Mr. Lenz,

Pursuant to the January 19, 2005 Restated and Revised Order Establishing Procedures Regarding
Claims Filed With The Home Insurance Company in Liquidation attached is a copy of The Home
Insurance Company in Liquidation’s Case File. A copy is being sent today to the Office of the
Liquidation Clerk.

As previously advised, please note that this is a Class V Claim afforded a “Residual
Classification” pursuant to the Order of Distribution set forth in NH RSA 402-C:44.

Sincerely,

ity Hrthites -

Sally Goldberg
Vice President, Human Resources and Administration
The Home Insurance Company in Liquidation

cc: Ms. Brooke Holton, Liquidation Clerk (w/encl)
The Home Insurance Company in Liquidation
Office of the Liquidation Clerk
286 Commercial Street, 3" Floor
Manchester, NH 03101-1210
Tel. 603.641.1211

Thomas W. Kober, Esq.
The Home Insurance Company in Liquidation
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HENRY P. LENZ @@P“{

25 E. MADISON AVENUE -
FLORHAM PARK, NJ 07932-2605 SCANNED
973-377-2949 | APR 3 4 2306

April 19, 2006

mack County Superior Court RECEIVED
L APR242006
s HICIL .

Office of the C

Attention The Home Docket No. 03-E-0106

Gentlemen:

Attached is copy of letter dated April 12, 2006 from Peter
Bengelsdorf, Special Deputy Liquidator for The Home Insurance
Company in Liquidation. This was in response to my request to
‘re-evaluate my Class V designation. I believe I received a form
letter, not a re-evaluation. Therefore, this appeal to you per
his instructions. N

I truly am very bitter about losing my $689.72 monthly pension
under my Deferred Compensation Plan. This was salary that was
retained by The Home. I worked for The Home for over 25 years
and retired in 1985. '

Attached is copy of letter dated 2/2/96 which I wrote to Mr.
Albert Morton, Executive Vice President of Risk Enterprise
Management Limited and copy of his reply dated 2/21/96.

Currently The Home has $15,863.56 of my money. Mr. Morton

does not refer to it as a claim but an obligation. I feel I
should be Class 1 - Administration Cost. The current liquidation
employees, I believe, are being paid with part of uy money.

I also return a copy of the forms requested by Mr. Bengelsdorf
and he is receiving the opiginal of same via this letter.

Thank you for your attention.

Sincerely,

Henry P. Lenz

HPL:K%
Enc. EM\’L "744"

C&L:  Mr. Peter Bengelsdorf, Special Deputy Ligquidato
) The Home Insurance Company in Liquidation
P.0. Box 1720

Manchester, New Hampshire 03105-1720
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THE HOME INSURANCE COMPANY IN LIQUIDATION : —
: P.0. Box 1720
Manchester, New Hampshire 03105-1720
Tel: (800) 347-0014

POC #:EMPL17440 Amount Allowed: Deferred

ACKNOWLEDGMENT OF RECEIPT

I hereby acknowledge receipt of the Notice of Redetermination as a Class V Creditor claim
and confirm that I understand the content thereof. I further acknowledge and confirm that I
understand the Instructions regarding the Notice of Redetermination of my Claim against
The Home Insurance Company in Liquidation and in that regard advise as follows:

(Check off all applicable items.)
I agree to the Redetermination.

V' Ihave not assigned any part of this claim.
v/ I have not made any other recoveries with respect to this claim.

/ I have not sought and do not intend to seek any other recoveries with respect to this
claim.

I have made recovery from others with respect to this claim (full details must be
included with this Acknowledgement).

I have sought or intend to seek recovery from others with respect to this claim (full
details must be included with this Acknowledgement).
1 request that The Home mail further correspondence to:

\/ Same name as above.
New name

\/ Same address as above
New address




This Acknowledgment of Receipt must be completed, signed and returned to The Home in
order to be eligible for distributions from The Home estate as directed by the Court.
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THE HOME INSURANCE COMPANY IN LIQUIDATION
P.O. Box 1720
Manchester, New Hampshire 03105-1720
Tel: (800) 347-0014

Date: April 12, 2006 Class V
Henry P. Lenz
25 E. Madison

Florham Park, NJ 07932

RE: NOTICE OF REDETERMINATION
Proof of Claim No.: EMPL.17440

Redetennination Summary

Gross Amount of Claim : Unknown
Amount Allowed by Liquidation . Deferred

This 1s in response to your March 15, 2006 “Acknowledgment of Receipt” of the Notice of
Determination (“NOD”) issued on behalf of the Liquidator of the Home Insurance
Company (“Liquidator”) regarding your Proof of Claim (“POC”) numbered above. With
your acknowledgement you rejected the NOD and filed a Request for Review seeking
reconsideration of “the Determination of [your] claim as CLASS V.”

By virtue of this Re-determination we will elaborate on the reasons why the Class V
determination was, and remains, the appropriate classification for your POC. The Home
Liquidation s supervised by the Superior Court of Merrimack County, New Hampshire
and is subject to NH RSA §402-C relating to Insurers Rehabilitation and Liquidation.
Specifically, NH RSA §402-C:44 prescribes the order of distribution of all claims in an
insurer’s estate. Your POC was determined to fall within the class “V-Residual
Classification” category which includes “All other claims including claims of any state or
local government, not falling within other classes under this section....” It was correctly
determined that your claim could not be characterized as a “Administration Cost” (Class I);
“Policy Related Claim” i.e,, a Home Insurance Company policy (Class IT); “Claim of the
Federal Government” (Class III); or “Wage” claim (Class IV). Hence, the lowest possible
priority for your claim was that which was assigned, namely, a Class V-Residual
Classification.

Accordingly, on behalf of the Liquidator, this Notice of Re-determination affirms the NOD
classification of your POC as a Class V claim.

Please review the Notice of Redetermination below as it sets forth your rights and
obligations concerning your proof of claim.

The purpose of this letter is to respond to your Request for Review and provide you with a
Redetermination set forth above of claims you have presented to The Home Insurance



Company in Liquidation (“The Home”), under the Proof{(s) of Claim specified above. The
Home expects to present notice of this redetermination to the Superior Court for
Merrimack County, New Hampshire (the “Court”) for approval in accordance with New
Hampshire Revised Statute, RSA 402-C: 45. Read this Notice of Redetermination carefully
as it sets forth your rights and obligations in detail.

The Home has reviewed your request for review and made a Re-determination on the
claims as set forth above in accordance with The Home Claim Procedures (the
“Procedures”){ approved by the Court. If the claim has been allowed, in whole or in part, it
has been assigned a Class V priority as a “residual claim” pursuant to the Order of
Distribution set forth in RSA 402-C:44 and will be placed in line for distribution as
directed by the Court from the assets of The Home. The first $50 of the amount allowed on
each claim in this class shall be deducted from the amount distributed as specified in RSA
402-C:44.

You may have other claims against The Home for which you may receive other Notices of
Determination or Redetermination. You will have a separate right to dispute each Notice
of Determination or Redetermination. If your claim has been allowed in whole or in part,
this Notice of Redetermination does not mean that your claim will immediately be paid, or
that it will be paid in full or at all. Pursuant to order of the Court, The Home may make
distributions of its assets as a percentage of all allowed claims in a particular priority class
in The Home estate as approved by the Court. The amount of the final payment for
allowed claims will be determined by the final ratio of assets to liabilities and the
applicable priority. Please be advised that the final percentage of payment you receive
from The Home, at the time The Home estate is finally closed, is the total payment amount
that you will be entitled to for this claim.

The Liquidator does not expect there to be assets sufficient to make a distribution to
creditors in classes below Class I1.

Any and all distributions of assets may be affected and/or reduced by any payments you
have received on this claim from any other sources not listed on the Notice of Distribution.
Any such distributions by The Home are based on The Home’s knowledge and/or
understanding of the amounts you have received in settlement and/or reimbursement of
this claim from all other sources at the time of the allowance or thereafter. Should The
Home subsequently become aware of prior recoveries from other sources The Home has
the right to reduce its future distribution payments to you to the extent of such other
recoveries or to seek and obtain repayment from you with respect to any previous
distributions that were made to you.

Further, if you seek or receive any future payment from any other source on this claim
after you receive a distribution payment from The Home you must notify The Home at the

LA copy of the January 19, 2005 Restated and Revised Order Establishing Procedures Regarding Claims
Filed With The Home Insurance Company in Liquidation may be obtained from the website of the Office of
the Liquidation Clerk for The Home Insurance Company in Liquidation and US International Reinsurance
Company in Liquidation, www.hicilclerk org.



address below and The Home has the right to recover from you the distribution payments
in whole or in part, to the extent of any such other future recoveries.

As a condition to receipt of any distributions, The Home shall be entitled to any rights to
subrogation you may have against any third party and you shall be deemed to have
assigned to The Home such rights upon receipt of any distributions. You shall also be
obliged to reimburse The Home for any legal fees or other costs associated with The Home
recovering from you any distribution payments to which you are not entitled.

The following instructions apply to this Notice of Redetermination:
Claim Allowed

L. If this claim has been allowed in whole or in part and you agree with the re-
determination, sign and date the enclosed Acknowledgment of Receipt of the Notice of
Redetermination and mail the completed Acknowledgment to The Home.

Claim Disallowed

2. If the Redetermination is to disallow your claim in whole or in part, you may still file

an Objection with the Court at

Office of the Clerk, Merrimack County Superior Court

163 N. Main Street, P.O. Box 2880

Concord, New Hampshire 03301-2880

Attention: The Home Docket No. 03-E-0106
within sixty (60) days from the mailing of the Notice of Redetermination. You have
sixty (60) days from the mailing of the Notice of Redetermination to file your
Objection. Please also sign and return the Acknowledgment of Receipt form and mail
a copy of the Objection to the Liquidator while maintaining copies of all documents for
your reference.

IF YOU DO NOT FILE AN OBJECTION WITH THE COURT WITHIN SIXTY (60)
DAYS FROM THE MAILING OF THIS NOTICE OF REDETERMINATION, YOU
MAY NOT FURTHER OBJECT TO THE DETERMINATION.

A timely filed Objection will be treated as a Disputed Claim and will be referred to the
Liquidation Clerk’s Office for adjudication by a Referee in accordance with the
Procedures.

3. You must notify The Home of any changes in your mailing address. This will ensure
your participation in future distributions, as applicable. For purposes of keeping The
Home informed of your current address, please notify us at the address given on the
letterhead above.



Sincerely yours,

Peter Bengelsdorf, Special Deputy Liquidator
For Roger A. Sevigny, Liquidator
of The Home Insurance Company in Liquidation

Should you wish to speak with someone regarding this Notice of Redetermination, please
comtact:

Sally Goldberg

Vice President, Human Resources & Administration
The Home Insurance Company in Liquidation

603 634-0147



THE HOME INSURANCE COMPANY IN LIQUIDATION
P.O. Box 1720
Manchester, New Hampshire 03105-1720
Tel: (800) 347-0014

POC #:EMPL17440 Amount Allowed: Deferred

ACKNOWLEDGMENT OF RECEIPT

I hereby acknowledge receipt of the Notice of Redetermination as a Class V Creditor claim
and confirm that I understand the content thereof. I further acknowledge and confirm that I
understand the Instructions regarding the Notice of Redetermination of my Claim against
The Home Insurance Company in Liquidation and in that regard advise as follows:

(Check off all applicable items.)
I agree to the Redetermination.

I have not assigned any part of this claim.
I have not made any other recoveries with respect to this claim.

I have not sought and do not intend to seek any other recoveries with respect to this
claim,

I have made recovery from others with respect to this claim (full details must be
included with this Acknowledgement).

I have sought or intend to seek recovery from others with respect to this claim (full
details must be included with this Acknowledgement).
I request that The Home mail further correspondence to:

Same name as above.
New name

Same address as above
New address




This Acknowledgment of Receipt must be completed, signed and returned to The Home in
order to be eligible for distributions from The Home estate as directed by the Court.

Signature:

Printed Name:

Title:

Date:




s
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THE HOME INSURANCE COMPANY IN LIQUIDATION
P.O. Box 1720
Manchester, New Hampshire 03105-1720
Tel: (800) 347-0014

Date: February 22, 2006 Class V
Henry P. Lenz

42 Edgehill Ave.

Chatham, NJ 07928

RE: NOTICE OF DETERMINATION
Proof of Claim No.: EMPL17440

Determination Summary

Classification Determination: Class V
Amount Allowed: Deferred

Explanation: A partial determination of your claim has been made assigning it a “Class V
Residual Classification” under New Hampshire Revised Statute 402-C:44. A determination
of the amount of your claim will be made only if it is later concluded that there will be
sufficient assets to permit a distribution to Class V claimants. If you disagree with the
classification of your claim as Class V, you must request review or file an objection as
described below.

Dear Claimant:

The purpose of this letter is to provide you with a determination set forth above of claims
you have presented to The Home Insurance Company in Liquidation (“The Home™), under
the Proof(s) of Claim specified above. The Home expects to present notice of this
determination to the Superior Court for Merrimack County, New Hampshire (the “Court”)
for approval in accordance with New Hampshire Revised Statute, RSA 402-C:45. Read
this Notice of Determination carefully as it sets forth your rights and obligations in detail.

The Home has. now made a Determination on the claims as set forth above in accordance
with The Home Claim Procedures (the “Procedures”)* approved by the Court. The claim
has been assigned a Class V priority as a “residual claim” pursuant to the Order of
Distribution set forth in RSA 402-C:44.

You may have other claims against The Home for which you may receive other Notices of
Determination. You will have a separate right to dispute each Notice of Determination.
Pursuant to order of the Court, The Home may make distributions of its assets as a

* A copy of the January 19, 2005 Restated and Revised Order Establishing Procedures Regarding Claims
Filed with The Home Insurance Company in Liquidation may be obtained from the website of the Office of
the Liquidation Clerk for The Home Insurance Company in Liquidation and US International Reinsurance
Company in Liquidation, www.hicilclerk.org.



percentage of all allowed claims in a particular priority class in The Home estate as
approved by the Court. The amount of the final payment for allowed claims will be
determined by the final ratio of assets to liabilities and the applicable priority. Please be
advised that the final percentage of payment you receive from The Home, at the time The
Home estate is finally closed, is the total payment amount that you will be entitled to for
this claim.

The Liquidator does not expect there to be assets sufficient to make a distribution to
creditors in classes below Class II. In the event it is later concluded that there will be
sufficient assets to make a distribution to on Class V claims, the Liquidator will address
the merits of your claim and issue a further Notice of Determination.

The following instructions apply to this Notice of Determination:
Claim Classification

1. If you agree with the determination, sign and date the enclosed Acknowledgment of
Receipt of the Notice of Determination and mail the completed Acknowledgment to
The Home.

2. A. If you wish to dispute the determination of a Class V creditor classification for any
reason, you may file a Request for Review with the Liquidator. The Request for
Review is the first of two steps in the process of disputing a claim determination. The
Request for Review must be received by The Home within thirty (30) days from the
date of this Notice of Determination.

REQUEST FOR REVIEW FILING REQUIREMENTS:
(a) Sign and return the attached Acknowledgment of Receipt form.

(b) On a separate page, state specifically the reasons(s) you believe that the
determination is in error and how it should be modified. Please note the
Proof of Claim number on that page and sign the page.

(©) Mail the Request for Review to:
The Home Insurance Company in Liquidation
P.0.Box 1720
Manchester, NH 03105-1720

You should keep a copy of this Notice of Determination, Acknowledgment
of Receipt and Request for Review, then mail the Original Request for
Review to us by U.S. Certified Mail.

(d)  The Request for Review must be received by The Home within thirty (30)
days from the date of this Notice of Determination. The Request for Review

must be in writing.

(e) The Liquidator will inform you of the outcome of the review and issue to
you a Notice of Redetermination.

2



IF A REQUEST FOR REVIEW IS NOT FILED WITH THE HOME WITHIN THE
THIRTY (30) DAY PERIOD, YOU MAY NONETHELESS DIRECTLY FILE AN
OBJECTION WITH THE COURT WITHIN SIXTY (60) DAYS FROM THE
MAILING OF THIS NOTICE. You do not have to file the Request for Review as a
prerequisite to dispute the Notice of Determination. Please see Section 2B (below) for
the Objections to Denial of Claims.

B. If you disagree with the determination of a Class V creditor classification you may
file an Objection with the Court at
Office of the Clerk, Merrimack County Superior Court
163 N. Main Street, P.O. Box 2880
Concord, New Hampshire 03301
Attention: The Home Docket No.03-E-0106

within sixty (60) days from the mailing of the Notice of Determination and bypass the
Request for Review procedures as noted in Section 2A (above). If the Request for
Review is timely filed, as outlined in Section 2A, the Liquidator will inform you of the
outcome of the review and issue to you a Notice of Redetermination. If the
redetermination is to affirm the determination, you may still file an Objection with the
Court. You have sixty (60) days from the mailing of the Notice of Redetermination to
file your Objection. Please also sign and return the Acknowledgment of Receipt form
and mail a copy of the Objection to the Liquidator.

IF YOU DO NOT FILE AN OBJECTION WITH THE COURT WITHIN EITHER
SIXTY (60) DAYS FROM THE MAILING OF THIS NOTICE OF
DETERMINATION OR SIXTY (60) DAYS FROM THE MAILING OF ANY
NOTICE OF REDETERMINATION, YOU MAY NOT FURTHER OBJECT TO THE
DETERMINATION.

A timely filed Objection will be treated as a Disputed Claim and will be referred to the
Liquidation Clerk’s Office for adjudication by a Referee in accordance with the
Procedures.

3. You must notify The Home of any changes in your mailing address. For purposes of
keeping The Home informed of your current address, please notify us at the address
given on the letterhead above.

Sincerely yours,

Peter Bengelsdorf, Special Deputy Liquidator
For Roger A. Sevigny, Liquidator
of The Home Insurance Company



If you wish to speak to someone regarding this Notice of Determination, please contact:

Sally Goldberg

Vice President, Human Resources and Administration
The Home Insurance Company in Liquidation
603-634-0147



THE HOME INSURANCE COMPANY IN LIQUIDATION -
P.O. Box 1720 - —
Manchester, New Hampshire 03105-1720
Tel: (800) 347-0014

POC #: EMPL17440 Amount Allowed: $ “Deferred”
Classification: Class V

Henry P. Lenz

42 Edgehill Ave.

Chatham, NJ 07928
ACKNOWLEDGMENT OF RECEIPT

I hereby acknowledge receipt of the Notice of Determination of classification as a Class V
Creditor claim and confirm that I understand the content thereof. I further acknowledge
and confirm that I understand the Instructions regarding the Notice of Determination of my
Claim against The Home Insurance Company in Liquidation and in that regard advise as
follows:

(Check off all applicable items.)
I agree to the determination.

I reject the determination and want to file a Request for Review (specific
reasons must be included along with return of the signed Acknowledgment).

I reject the determination and intend to file a separate Objection with the Court,
without filing a Request for Review.

I request that The Home mail further correspondence to:

Same name as above.
New name

Same address as above
New address

This Acknowledgment of Receipt must be completed, signed and returned to The Home.

Signature:

Printed Name:




Title:

Date:
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PROQOF OF CLAIM
{
The Home Insurance Company, | DATE PROGF o‘:r 0
Mermimack County Supetior Court, State of New Hampshire 03-E-0106 CLAIM RECEIVEDV 32003
Read Carefully Before Completing This Form . .
Please print or type | £ HICIL
POC #: Vepd3ss4aio—
Henry P

Lenz
42 Edgehill Avenue
thatham NJ 07928-1937

”l”llll!“!lIlH‘l”lI‘Illlnlllllll"l'l)llilll'lIIl"lIl\l

The Deadline for Filing this Form is June 13, 2004.

You should file this Proof of Claim form if you have an actual or potential claim against The Home Insurance Company

EmplTYYy

of any of its former subsidiaries* (“The Home”) even if the amount of the claim is presensly uncertain. To have your
claim considered by the Liquidator, this Proof of Claim must be postmarked no later than June 13, 2004. Failure to

timely retarn this completed form will likely result in the

of this completed form for your records,

1.
2.

Claimant's Name: \"(Eﬂm ,\) LWZ
Claimant's Address: . 4, GDC\EH:\U.. M\?— :
CHABAN W ov7a28 ~1437

Claimant's Telephone Number: A1 635 -g420
Fax Number: (373_) __70\- 572

Email address: _Bgr‘hz_da_.@ad_ +Cah

DENIAL OF YOUR CLAIM. You are advised to retain a copy

{

If your name, address,
e-mail address, or telephone
number set forth above are
incorrect, or if they change,
you must notify the
Liquidator so she can advise
you of mew information.

!

Claimant’s Social Security Number, Tax 1D Number or Employer [D Number: {m - (A- A8

Claim is submitted by (check one):

a) ____ Policyholder or former policyholder

b) Third Party Claimant making a claim against a person insured by The Home
<) Employee or former employee

d) _____Brokeror Agent

¢) ___ General Creditor, Reinsurer, or Reinsured

f) ___ State or Local Government Entity

g) ____ Other; describe:

Describe in detail the nature of your claim. You may attach a separate page if desired. Attach refevant documentation in

support of your claim, such as copies of ontstanding invoices,

contracts, ot of

ther supporting docul

mentation.

0Py ) 7 [he Moo A L4
6. Indicaw the total dolar amount of your claim. If the amount of your claim is unknown, write the word “unknown”, BUT

be sure to attach sufficient docurnentation to allow for determination of the claim amount.
$ ﬁ VY HOOM (if amount is unknown, write the word “unknown”). X W'VZW —- Lmefl-"ﬂo

If you have any security backing up your claim, describe the nature and amount of such security. Attach relevant

1.
documentation.

Noe

8.  If The Home has made any payments towards the amount of the cluim, describe the amount of such payments and the
dates paid: {4 ui Ly P& ‘e dé.
' s
Ledew. OTo 02/2yq( — Declamiog Samé
9. Isthere any setoff, counterclaim, or other defense which should be deducted by The Home from your claim?

Na

10. Do you claima p:'oriry for your claim? If so, u{ix]y: \Iﬁg, QK\'IHMS aRrx Yon D&FCEQ(Q

11. Print the name, address and telephone oumber of the person who has completed this foom.

Name: s
Address: X
A S I OT225-\437
Phone Number (473)___(35- 920
Email address Hlienz 42 e o o, Com

* The Home Indemnity Company, The Howe Insurance Company of Indiana, City Insurance Corapany, Home onds Insurance Company
of Texas, The Homwe Insurance Company of lilinois, and The Home Insurance Compary of Wisconsin.



12. If represented by legal counsel, please supply the following information:
a. Name of aitorney: Bl;u(
b. Name of law firm:
¢. Address of law firm:

d. Attorney’s telephone:
e. Attorney’s fax number:
f. Attomey’s email address:

13.  If using a judgment against The Home as the basis for this claim:
a. Amount of judgment
b. Date of judgment
c. Name of case
d. Name and location of court
e. Court docket or index number (if any)

14. If you are completing this Proof of Claim as a Third Party Claimant against an insured of The Home, you must
conditionally release your claim against the insured by signing the following, as required by N.H. Rev. Stat. Ann. § 402-C:40 I:

L ‘*/A

(insert claimant's name), in consideration of the right to bring a

claim against The Home, on behalf of myself, my officers, directors, ewmployees, successors, heirs, assigns,

administrators, executors, and personal representatives hereby release and discharge

(insert

name of defendant(s) insured by The Home), and histhetits officers, directors, employees, successors, heirs, assigns,
administrators, executors, and personal representatives, from liability on the cause(es) of action that forms the basis for
my claim against The Home in the amouat of the limit of the applicable policy provided by The Home: provided,
however, that this release shall be void if the insurance coverage provided by The Home is avoided by the Liquidator.

Cleimant’s signature Date

15. Al claimants must complete the following:

I Hﬁﬂ\‘t‘f Pl L«@HL (insert individual claimant’s aame or name of
person completing this form for a legal entity) subscribe and affirm as true, under the penalty
of perjury as follows: that 1 have read the foregoing proof of claim and know the contents thereof,
um claim in the amount of Oekrr gty dollars

thly) against The Home is justly owed, except as stated in item 9 above, and
that the matters set forth in tlns Proof of Claim are true to the best of my knowledge and belief.

I also certify that no part of n sold or assxgncd to a third party.
e 8,2003

Claifant’s stg'namne d Date

16.  Send this completed Proof of Claim Form, postmarked by June 13, 2004, to:

The Home Insurance Company in Liquidation
P.O.Box 1720
Manchester, New Hampshire 03105-1720

Any person who

knowingly files a
statement of claim
conlaining any false

i| or misleading
i information is

subject to criminal
and civil penalties.

]
l
!
i

You should complete and send this form if you believe you have an

actual or potential claim against The Home
even if the amount of the claim is presently uncertain.
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Agreement dated June |G , 1981 between The Home Insurance Company . -

(the "Home") and Henry P. Lenz ("Lenz").

1. Lenz is currently employed by the Home as Executive Vice
President and hereby elects to defer $2,269.23 ?gch pay period of any
base salary compensation which shall become payable to him. The
deferral shall commence with the paj period beginning June 22, 1981.
Lenz may also elect to defer all or any part of the amount that may
be payable under the Incentive Bonus Plan of the Home or any additional
salary by giving written notice to the Home on or before December 15
of the year-prior to the year in which the incentiQe bonus or salary.
is earned.

2. Home shall credit Lenz with all amounts deferred undeér
paragraph 1 above and, in addition, shall credit his account with
interest on the deferred amount. The Retirement Plan Committee of
The Home Insurance Company Retirement Plan (the "Committee") shall,
in its sole discretion, determine from time to time, the amount of

interest credit. Lenz shall not be entitled to receive the amounts

credited to his account during the deferral period.

3. Home will pay -to Ienz the following amounts on the dates
indicated: -

A. Commencing on the figst day of the month following his
terminatién from employment at the Home, in 120 monthly installments,

an amount each month equal to 1/120 of the amount held in the Deferred

Compensation Account on the date of such termination, appropriately

increased annually to reflect the interest credit providéd in
paragraph 2; and 7 .

B. Monthly payments equal to the difference between
(a) Lenz's monthly retirement income as computed under "The Home
Ingsurance Company Retirement Plan" (adjusted to reflect any elections
thereunder) and based on his total salary, including amounts paid to

him on a then current basis and amounts deferred under this Agreement

~and (b) Lenz's monthly retirement income computed on the same basis

" under "The Home Insurance Company Retirement Plan"” and based solely on

that portion of his salary paid on a then current basis, Monthly

payments under this subparagraph 3 B shall commence with the first,



USSR

and terminate with the last, monthly installment of retirement income
payable to Lenz under "The Home Insurance Company Retirement Plan."
4...if Lenz's employment is terminated by reason of death, or
in the event of his death duxing the 120 month payment period referred
to in paragraph 3, the unpaid balance in the Defgrred Compensation
Account shall be paid in one lump sum payment to his estate. On his
death, Lenz's spouse, if she survives him, shallﬁélso receive monthly
payments equal to the difference between (a) the monthly retirement
income she would receive as a surviving spouse computed- under "The
Home Insurance Company Retirement Plan" (adjusted to reflect any
adjustments thereunder) and based on Lenz's totaljsalary, including
amounts paid to Lenz on a current basis and amounts' deferred under
this Agreement and (b) the monthly retirement income she would
raceive as a surviving spouse computed on the same basis under."The
Home Insurance Company Retirement Plan®™ and based solely on that
portion of Lenz's salary paid on a then current basis. Monthly
payments under this paragraph 4 shall commence with the first, and
terminate with the last, monthly installment of retirement income
payable to Lenz's surviving spouse under "The Home Insurance Company
Retirement Plan.”
7 5. fThe Committee shall have full power and authority to interpret
and construe this agreement and the Committee's interpretations and
conséﬁ}ction thereof shall be binding and conclusive on all parties.

" 6. The Committee shall have the right, for good cause, and in
the sole discretion, to vary the manner and time of making the
installment distributions provided in paragraph 3 A of this agreement.

7. The rights of lLenz or any other person to the payment of
benefits under this agreement shall not be assigned, transferred,
pledged or encumbered except by will or by the laws of descent and
distribution and except for assignments by Lenz to his spouse or
menbers of his immediate family or to a trust established by him
for such family members.

8. Nothing contained herein shall be construed as conferring

-upon Lenz the right to continue in the employ of the Home.



IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed on the date first above written.

THE HOME INSURANCE COMPANY

Attest

ALY
4l




The Agreement made on June 19, 1981 between The Hare Insurance
Conpany (The "Home") and Henxy P. lenz {("Ienz") is hereby arended as
follows:

Home will pay to Lenz the installments indicated in clause 3A

beginning January 1, 1988 or thereafter.

1

 cen LS |
‘ Cohen

Herman N./
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m E‘“ﬂ’"‘“ : ALBERT W, MORTON
i”"""‘“"‘"‘ Executive Vice President
' Limited : 212-530-7282

uary 21, 1996 -

I hope all is going well with 3 you.

Som, «L& 2003”":

D-'cw /5<\»‘

RC \"W\'\U'\K D . \:'(: Cve ~ Voal )

' M«&Qagemcnt Limited (REM) has bcen appointed

Compames It recognizes the Home's

obligation to you and will contmudthc paymcnts as is.

. Siﬁdercly' yours,

Q. Mt

: -Albert W. Morton
* Bxecutive Vice President
Human Resources

§ (98Q.‘72 Hd.lt-t\"f\\...‘ _ L—\\‘:t‘\(‘ﬂ().



" Risk Enterprise ALBERT W. MORTON

| Management Execative Vice President
1 Limited 212-530-7282
February 21, 1996
Henry P. Lenz
Lenz Enterprises Ltd.
42 Edgehill Avenue

Chatham, N.J. 07928

Dear Hank:

Please be advised that Risk Enterprise Management Limited (REM) has been appointed
to manage the business of The Home Insurance Companies. It recognizes the Home's
obligation to you anc. will continue the payments as is.

I hope all is going well with you.

Sincerely yours,

G s

Albert W. Morton
Executive Vice President
Human Resources

59 Maiden Lane, New York, New Youk 10038






THE HOME
INSURANCE
COMPANY IN
LIQUIDATION

59 Maiden Lane
New York, New York 10038

| 51V |
December 23, 2003 ,
DEC 2 4 2003
VIA OVERNIGHT MAIL

Mr. Henry Lenz
25 E. Madison Ave.
Florham Park, New Jersey 07932-2605

Re: The Home Insurance Company in Liquidation (the”Company”)
Dear Mr. Lenz:

I am writing in response to your inquiry dated November 26, 2003 with regard to the termination of
your retirement benefits.

In your letter you have asked why you did not receive a payment for your supplemental retirement
benefits for the month of June, 2003. On May 8, 2003, a Verified Petition for Liquidation of The
Home Insurance Company (the “Petition”) was filed with the Superior Court for Merrimack
County, New Hampshire by Paula T. Rogers, Commissioner of Insurance State of New Hampshire
in her capacity as Rehabilitator of The Home Insurance Company (copy of Petition is enclosed).
As the Petition states, the Commissioner has determined that The Home is insolvent and that further
attempts to rehabilitate the Company would be futile. With the filing of the Petition, the Company
stopped making payments, with the exception of certain claims payments and, as a result, was
unable to make any further payments for your supplemental retirement benefits.

As I noted in my previous correspondence, your Proof of Claim form has been received and will be
considered in due course. Per your request, enclosed is a copy of the statute you requested,
specifically N.H. RSA Section 402-C:44 — Order of Distribution, which statute sets forth the order
of priority in which assets of the estate shall be distributed.

Very truly yours,

Angela Anglum,"Esq.

AA:ng
. Enclosures

cc: Mr. Pete Bengelsdorf




, ""_..Sgctioil-402—C:44 Order of Distributio” Page 1 of 2

TITLE XXXVII
INSURANCE

CHAPTER 402-C .
INSURERS REHABILITATION AND LIQUIDATIO

Formal Proceedings

Section 402-C:44

402-C:44 Order of Distribution. — The order of distribution of claims from the insurer's estate shall be as stated in
. this section. The first $50 of the amount allowed on each claim in the classes under paragraphs II, V, and VI except
claims of the guaranty associations as defined in RSA 404-B, 404-D, and 408-B shall be deducted from the claim.
Claims may not be cumulated by assignment to avoid application of the $50 deductible provision. Subject to the $50
deductible provision, every claim in each class shall be paid in full or adequate funds retained for the payment before:
the members of the next class receive any payment. No subclasses shall be established within any class.

L. ADMINISTRATION COSTS. The costs and expenses of administration, including but not limited to the
following: the actual and necessary costs of preserving or recovering the assets of the insurer; compensation for all
services rendered in the liquidation; any necessary filing fees; the fees and mileage payable to witnesses; and
reasonable attorney's fees.

I. POLICY RELATED CLAIMS. All claims by policyhoiders, including claims for unearned premiums in excess of
$50, beneficiaries, and insureds arising from and within the coverage of and not in excess of the applicable limits of
insurance policies and insurance contracts issued by the company, and liability claims against insureds which claims
(  within the coverage of and not in excess of the applicable limits of insurance policies and insurance contracts issued
by the company and claims of the New Hampshire Insurance Guaranty Association, the New Hampshire Life and
Health Insurance Guaranty Association and any similar organization in another state. All claims under life insurance
and annuity policies, whether for death proceeds, annuity proceeds or investment values, shall be treated as loss claims.
That portion of any loss for which indemnification is provided by other benefits or advantages recovered or recoverable
by the claimant shall not be included in this class, other than benefits or advantages recovered or recoverable in
discharge of familial obligations of support or by way of succession at death or as proceeds of life insurance, or as
gratuities. No payment made by an employer to an employee shall be treated as a gratuity.

I1I. CLAIMS OF THE FEDERAL GOVERNMENT.

IV. WAGES. _

(a) Debts due to employees for services performed, not to exceed $1,000 to each employee which have been earned
within one year before the filing of the petition for liquidation. Officers shall not be entitled to the benefit of this
priority.

(b) Such priority shall be in licu of any other similar priority authorized by law as to wages or compensation of
employees. '

V. RESIDUAL CLASSIFICATION. All other claims including claims of any state or local government, not falling
within other classes under this section. Claims, including those of any non-federal governmental body, for a penalty or
forfeiture, shall be allowed in this class only to the extent of the pecuniary loss sustained from the act, transaction or
proceeding out of which the penalty or forfeiture arose with reasonable and actual costs occasioned thereby. The '
remainder of such claims shall be postponed to the class of claims under paragraph VIIL :

VI. JUDGMENTS. Claims based solely on judgments. If a claimant files a claim and bases it both on the judgment
and on the underlying facts, the claim shall be considered by the liquidator who shall give the judgment such weight as
he deems appropriate. The claim as allowed shall receive the priority it would receive in the absence of the judgment. If
{ ‘udgment is larger than the allowance on the underlying claim, the remaining portion of the judgment shall be
Lated as if it were a claim based solely on a judgment. '

VIL INTEREST ON CLAIMS ALREADY PAID. Interest at the legal rate compounded annually on all claims in the
classes under paragraphs I through VI from the date of the petition for liquidation or the date on which the claim

http:// gencouﬁ.state.nh. us/rsa/html/XXXVI1/402-C/402-C-44.him 8/17/2004
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becomes due, whichever is later, until w. date on which the dividend is declared. .. liquidator, with the approval of
the court, may make reasonable classifications of claims for purposes of computing interest, may make approximate
computations and may ignore certain classifications and time periods as de minimis.
~ VIIL MISCELLANEOUS SUBORDINATED CLAIMS. The remaining claims or portions of claims not already _
(', with interest, as in paragraph VIL -
" (a) Claims under RSA 402-C:39, II;
(b) Claims subordinated by RSA 402-C:61;

(c) Claims filed late;
(d) Portions of claims subordinated under paragraph V;
(e) Claims or portions of claims payment of which is provided by other benefits or advantages recovered or

recoverable by the claimant.
IX. PREFERRED OWNERSHIP CLAIMS. Surplus or contribution notes, or similar obligations, and premium

refunds on assessable policies. Interest at the legal rate shall be added to each claim, as in paragraphs VII and VIIL
X. PROPRIETARY CLAIMS. The claims of shareholders or other owners.

Source. 1969, 272:1. 1975, 348:14. 1977, 499:1, eff. Sept. 12, 1977. 1998, 99:1, eff. July 19, 1998.

http://gencourt.state.nh.us/rsa/html/)Q(XVII/402—C/402-C-44.htm 8/17/2004
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I'am writing in response to your letter to Mr. Peter Bengelsdorf, Special Deputy Liquidator of The Home

Insurance Company in Liquidation dated August 29, 2003 relative to the termination of your retirement

benefits. . - '

Re: The Home Insurance Company in Liqﬁidation (“The Home™)

As you are aware, an Order of Liquidation for The Home was issued by the Superior Court for Merrimack
County, New Hampshire on June 11, 2003. Under the laws of liquidation, The Home no longer functions as
a viable insurer providing benefits to claimants or retirces. i

in due course. In response to your question conceming REM, as the manager of The Home pursuant to
contract, REM acted on behalf of The Home but did not assumie obligations of The Home. Thus, your

retirement benefits which were terminated as a result of the liquidation of The Home are not recoverable

The Proof of Claim form which you completedand returned to us has been received and will be cansidered

from REM. -

Under the liquidation laws of New Hampshire, your claim pursuant to statute is subordinate to those claims
which have been given 8 higher classification. Thus, payment of your claim may only be made in the future
in the event that sufficient assets are available to pay higher priority claimants in accordance with the'law.

If you have any further questions, please let me know.

Vf. truly yours, / . o‘a’h o o ‘.
; : v J. /{M %YV‘Q i /\9—6]@\0‘4”3
_«'(A/,,gf;’,flﬁgm ~ drs 9 A e Mconds enogagly, Mo dd

Vice Pres.ident Legal Affairs 3 .

B f '&'CU v no t/{}-&w‘v ij“ %un\o,iﬁt He
cc: Pete Bengelsdorf SO % 4!, é & A .
. Sgec‘i_al Peputy Liquidator o ' T2 ‘ [ g"“ hq&,\,&a‘i‘iw C"—J-QN
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THE HOME
INSURANCE
COMPANY IN
LIQUIDATION

59 Maiden Lane
New York, New York 10038

October 31, 2003

Mr. Henry Lenz
42 Edgehill Avenue _
Chatham, New Jersey 07928

Re: The Home Insurance Company in Liquidation (“The Home”)

Dear Mr. Lenz:

1 am writing in response to your letter to Mr. Peter Bengelsdorf, Special Deputy Liquidator of The Home
Insurance Company in Liquidation dated August 29, 2003 relative to the termination of your retirement
benefits.

As you are aware, an Order of Liquidation for The Home was issued by the Superior Court for Merrimack )
County, New Hampshire on June 11, 2003. Under the laws of liquidation, The Home no longer functions as
a viable insurer providing benefits to claimants or retirees.

The Proof of Claim form which you completed and returned to us has been received and will be considered
in due course. In response to your question concerning REM, as the manager of The Home pursuant to
contract, REM acted on behalf of The Home but did not assume obligations of The Home. Thus, your
retirement benefits which were terminated as a result of the liquidation of The Home are not recoverable
from REM.

Under the liquidation laws of New Hampshire, your claim pursuant to statute is subordinate to those claims
which have been given a higher classification. Thus, payment of your claim may only be made in the future
in the event that sufficient assets are available to pay higher priority claimants in accordance with the law.

If you have any further questions, please let me know.

V? truly yours,
Mlm 5q.
Vice President Legal Affairs

cc: Pete Bengelsdorf
Special Deputy Liquidator




HENRY P. LENZ
42 EDGEHILL AVENUE
CHATHAM. NJ 07928=1937

TEL: 973 635-8920

August 29,2003

Mr. Peter Bengelsdorf, Special Deputy Liguidator
The Home Insurance Company in Liquidation

59 Maiden Lane

New York, NY 10038

Re: The Home

Thank you for letter of June 4,2003, although your message is
disturbing.

Attached is copy of the last payment invoice §# 069603 for
$689.72. should I not have received a payment for June since
the liquidation order was effective until June 11,20037 Also,
I do not understand my position as a general creditor for

retirement benefits when the money owed is my owm money that
I paid in?

f
Attached also is coy of letter dated February 21,1996 from
Mr.Albert W. Morton. Does this letter carry any weight to
collect from REM?

I have received the August 8,2003 memorandum from
Commissioner Paula T. Ragers regarding "Termination of Home's
Welfare Benefit Plans/Benefits". '

Sincerely,

EP-\ Kwak/(

HPL:K Henry P. Lengz

cc: Commissioner Paula T. Rogers



THE HOME

INSURANCE
COMPANY IN
"LIQUIDATION o
59 Maiden Lane PETER A. BENGELSDORF
New York, New York 10038 SPECIAL DEPUTY LIQUIDATOR

TEL: 212 530 37141
FAX: 212 530 6143

August 4, 2003

Mr. Henry P. Lenz
42 Edgehill Avenue
Chatham, N.J. 07928 1937

Re: The Home Insurance Company in Liquidation (“The Home”)
Dear Mr. Lenz:

Commissioner Paula T. Rogers, Liquidator of The Home, has referred your letter

- concerning her letter of June 27, 2003 to me for a response. In accordance with the Order
of Liquidation for The Home entered June 13, 2003, the Liquidator has appointed me
Special Deputy Liquidator of The Home.

Pursuant to the laws of the state of New Hampshire, your claim would classify you as a
general creditor of the estate, regardless of whether the claim is for supplemental
retirement benefits or deferred compensation. We will consider your claim in due course
and you will be advised accordingly.

Very truly yours,

2 5
Peter Bengtlsdor @



HENRY P. LENZ
42 EDGEHILL AVENUE
CHATHAM, NJ 07928=1937

~oPY
PHONE NO. 973-635-892(: @ \

Paula T. Rogers, Commissicner of Insurance
The State of New Hampshire
56 013 Suncook Road
Cancord, New Hampshire 03301-5151

Re: Liquidation of The Hame Insurance Company
Dear Commissioner Rogers:
Please reconsider the position cutlined in your letter of June 27, 2003.
I did not consider the payment I received from The Home as a supple-
mental retirement benefit.
I have already returned the Proof of Claim form to your office. It
vas dated June 28, 2003. My agreement with The Home was a Deferred ;'
Compensation Agreement, not for supplemental retirement benefits.
During my 25 year career with The Home I visited your office several
times wvhen Frank Whaland was Camnissioner of Insurance on Occasions
that were not.trouble spots, Now Prank and I are history.

Thank you for your reccnsideration.

Henry P. Lenz

.. HPL:sK




THE STATE OF NEW HAMPSHIRE
INSURANCE DEPARTMENT

56 OLD SuNcooK RoaD : —
Concorp, New H_Aupsmxm 03301-5151

Paula T. Rogers

! Commissioner
I Notice to Persons Receiving Supplemental
Retirement Benefits from The Home
!l June 27,2003
l
Henry P. Lenz
42 Edgehill Avenue

Chatham, New Jersey 07928

Dear Former Employee of The Home:

On June 11, 2003, The Home Insurance Company (“The Home”) was ordered liquidated
by the Superior Court for Merrimack County, New Hampshire, and I was appointed Liquidator.
As a result of the Order of Liquidation, The Home is unfortunately not able to continue funding

supplemental retirement payments to former employees under The Home Insurance Company
Supplemental Retirement Plans.

This letter will notify you that the payment of your retirement differential benefit
by The Home will be discontinued immediately.

A Proof of Claim form, and instructions on completing it, will be mailed to you in the
near future. To preserve your right to any future payment from the assets of The Home you
' should file that form as instructed before the claim filing deadline of June 13, 2004.

If you have any questions, please call 1-800-347-0014.

Sincerely,

a2

Paula T. Rogers,

New Hampshire Commissioner of Insurance,

as Liquidator of The Home Insurance Company

' TeELErHONE 603-271-2261 + FPAX 603-271-1406 + TDD Access an NH 1-800-735-2864
| WeBsITE: www.state.nh.us/insurance
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REM;
! ' ALBERT W. MORTON

Risk Enterprise
Muonagement . Exccutive Vice President

Limited 212-530-7282

February 21, 1996
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Dear Hank:

Pleasc be advised that Risk Enterprise Management Limited (REM) has been appainted
to manage the business of The Home Insurancs Companies. It recognizes the Homc's
abligation to you and will continue the payments as is.

I hope all is going well with you.

Sincerely yours,

“Ta. Q.. A
e Albert W. Morton

Executive Vice President
Human Resources

-~
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59 Maiden Lane, New York, New Yark 10038




' ’!;,- LENZ ENTERPRISES LTD.

(204-835-F707 42 Edgehill Avenue
(201) 635-8920 : Chatham, NJ 07928

February 2, 1996

Mr. Albert W. Morton, Executive Vice President
Risk Enterprise Management Limited

59 Maiden Lane - 28th 'Floor

New York, NY 10038

‘Re: Henry P. Lenz (Date of Birth 11/24/25)
Retirement Differential - $689.72 monthly -lifetime
Deferred Compensation Agreement expires 12/01/97

Deaxr Mr. Morton:

With regard to the retirement differential, would you consider
the payment of same as a lump sum for the lifetime value or the
payment in installments -during 1996 and 1997 so that payment
ends with the deferred compensation on 12/01/97 ?

Thank you.

Sincerely,

HPL:K Henry P. Lenc

Risk Management/Capital Consultants

——-—-







To: Retired Employees of
The Home Insurance Company (“Home”)

From: Paula T. Rogers
Liquidator

Date: August 8, 2003

Re: The Home Liquidation/Change in Retiree Benefits

Termination of Home’s Welfare Benefit Plans/Benefits

Effective June 11, 2003 the Superior Court of the State of New Hampshire
(Merrimack County) found Home to be insolvent and ordered its liquidation.
As a result of this action Home is unable to continue to pay the employer
portion of retiree life insurance and medical premiums and administrative
costs. In order to provide you with an opportunity to explore options for
obtaining coverage from another source, Home will fund premiums or other
costs through September 30, 2003 but will not pay premiums or costs for any

period after that date.

To preserve your right to any future payment from the assets of Home, you
should file the Proof of Claim that was recently mailed to you before the

claim filing deadline of June 13, 2004.

The Home Insurance Company Life Insurance Plan and Medical Plan
provides that benefits may be amended or terminated at any time for any

reason.

Accordingly, the retiree life insurance and medical coverage will

terminate effective September 30, 2003. However, you may be able to



convert your current retiree life insurance and/or retiree medical

coverages to individual policies as described below:



LIFE INSURANCE is provided by Aetna Life Insurance Company and will terminate on
September 30, 2003. If you are age 95 or younger, you may convert this coverage to an
individual policy for any amount up to and including the amount of coverage in force on

September 30, 2003. Your application and payment of the first premium must be made no later

than OCTOBER 30, 2003.

If you are covered under this policy you will be receiving a CONVERSION FORM separately.
Please call Aetna at 1-800-523-5065 regarding your premium cost and any additional questions
you may have. If you do not receive a conversion form, you do not have life insurance coverage

through the Home.

MEDICAL COVERAGE for Early Retirees and/or their dependents under age 65 is
provided by United Healthcare and various HMO providers (Aetna and HIP). This groui)

health insurance coverage will terminate on September 30, 2003. Any medical expense or

service provided after this date will not be covered under your cutrent plan.

Please note that if you participate in the United Healthcare plan, claim forms for medical
services or expenses incurred on or before September 30, 2003 must be submitted to United
Healthcare no later than September 30, 2005. If a claim form is submitted after September

30, 2005, the claim will not be considered or paid.

The HMO Medical conversion forms are provided directly by each carrier. You will be
separately receiving information concerning your carrier and your current coverage. If you do
not receive such information, you do not have medical coverage in force. For conversion

information please call:

Aetna (Under Age 65) Policy # 002432 AOO 1-800-323-9930
HIP (Under Age 65) Policy # 1009147 Prime 1-800-447-8255

1f you participafe in the United Healthcare program, you will separately receive a conversion
form. If you do not receive a UHC conversion form, you do not have UHC medical coverage.
For conversion information please call the number below.



UHC - Insured Plan Policy # 192962 - 0016 1-800-843-5914

Conversion rights for medical coverage are not available to retirees and/or their
dependents who are age 65 and over. However, you may purchase Medicare Supplemental
coverage through your insurance broker or AARP. Also, check with your local HMO provider to

learn about the coverage offered to Medicare eligible retirees in your area.

Please note, if you pay direct, Travers O’Keefe will stop billing after the September 2003 bills
are sent. Payment must be submitted timely or coverage could be cancelled earlier for non- _
payment of premium. If your premiums are deducted from your retirement check your last

payment will be made from your September check.

If you have any questions about the benefits discussed in this memorandum, please call Margaret
Brady at (212) 530-697_2.




LIQUIDATOR’S WRITTEN SUBMISSION



THE STATE OF NEW HAMPSHIRE
MERRIMACK, SS. SUPERIOR COURT
BEFORE THE COURT-APPOINTED REFEREE

IN RE THE LIQUIDATION OF THE HOME INSURANCE COMPANY
DISPUTED CLAIMS DOCKET

In Re Liquidator Number: 2006-HICIL-22
Proof of Claim Number: EMPL17440
Claimant Name: HENRY P. LENZ

LIQUIDATOR’S WRITTEN SUBMISSION

Roger A. Sevigny, Insurance Commissioner of the State of New Hampshire, acting
solely in his capacity as Liquidator (“Liquidator”) of The Home Insurance Company
(“Home™), by and through counsel, hereby submits this written submission as directed by
the Ruling of Referee Paula T. Rogers dated August 4, 2006.

Claimant, Henry P. Lenz (“Claimant”), submitted a Proof of Claim to Liquidator
dated June 28, 2003 asserting a claim against Home for “[playments . . . for deferred
compensation agreement.” (Case file tab 5, Response to POC Question 10.)

Pursuant to §§ 6b and 6¢c of the Restated and Revised Order Establishing
Procedures Régarding Claims Filed With The Home Insurance Company in Liquidation
(the “Procedures”), the Liquidator duly reviewed the claim submitted by Claimant and
issued a Notice of Determination dafced February 22, 2006 assigning Claimant’s claim a
“Class V Residual Classification under New Hampshire Revised Statute 402-C:44.” (Case
file tab 4.) Claimant took issue with Liquidator’s determination and filed a “Request for

Review.” (Case file tab 3.) In reaffirming his determination, Liquidator stated:

o



Your POC was determined to fall within the class “V-Residual
Classification” category which includes “All other claims including
claims of any state or local government, not falling within other
classes under this section. . . .” It was correctly determined that
your claim could not be characterized as an “Administrative Cost”
(Class I); “Policy Related Claim” i.e., a Home Insurance Company
policy (Class II); “Claim of the Federal Government” (Class III); or
“Wage” claim (Class IV). Hence the lowest possible priority for
your claim was that which was assigned, namely, a Class V-
Residual Classification. (Case file tab 2.)

Claimant objected to Liquidator’s Notice of Re-Determination by filing an
Objection with the Court asserting that he was “very bitter about losing [his] $689.72
monthly pension under [his] Deferred Compensation Plan” and that he felt he “should be
Class I — Administrative Cost.” (Case file tab 1.)

The matter came on for a Structuring Conference before Referee Rogers on August
4,2006. After giving due consideration to oral presentations of Claimant and Liquidator,

Referee Rogers directed that the parties provide written submissions.

FACTUAL BACKGROUND

Claimant was a long time executive officer of The Home Insurance Company and
several subsidiary companies before his retirement on March 1, 1985. (Exhibits attached
to Claimant’s August 5, 2006 Submission.) By Agreement dated June 19, 1982
(“Agreement”), Home contracted to pay Claimant, upon his termination of employment,
sums held in a deferred compensation account ratably apportioned over ten (10) years.
(Case file tab 5, Ex. 1, §3.A.) The Agreement further provided that Home would pay
Claimant:

B. Monthly payments equal to the difference between (a) Lenz’s
monthly retirement income as computed under “The Home

Insurance Company Retirement Plan” (adjusted to reflect any
elections thereunder) and based on his total salary, including



amounts paid to him on a then current basis and amounts deferred
under this Agreement and (b) Lenz’s monthly retirement income
computed on the same basis under “The Home Insurance Company
Retirement Plan” and based solely on that portion of his salary paid
on a then current basis. Monthly payments under this subparagraph
3B shall commence with the first, and terminate with the last,
monthly installment of retirement income payable to Lenz under
“The Home Insurance Company Retirement Plan.” (Case file tab 5,
Ex. 1,93B.)

Claimant acknowledges that Home’s obligations under paragraph 3A of the
Agreement were fully satisfied as of December 31, 1997. (Claimant’s August 5, 2006
Submission.) The remainder of Home’s obligations to Claimant, occasioned by the terms
of paragraph 3B of the Agreement, forms the basis for Claimant’s Proof of Claim. Having
now conceded that his prior assertion for Class I priority entitlement was erroneous,
Claimant asserts that his claim “should be considered Class II not Class V” because
“annuity proceeds or investment values shall be treated as loss claims” and he believes the
payments made to him by Home to constitute annuity proceeds owed under an annuity
policy and thus entitled to Class II priority. (Claimant’s August 5, 2006 Submission.)

ARGUMENT
CLAIMANT’S ATTEMPT TO CHARACTERIZE HIS CLAIM AS
AN ANNUITY POLICY IS WITHOUT MERIT AND LIQUIDATOR

IS BOUND BY N.H. REV. STAT. § 402-C:44 TO ASSIGN A
CLASS V-RESIDUAL CLASSIFICATION TO CLAIMANT’S CLAIM

N.H. Rev. Stat. § 402-C:44 governs the order in which an insolvent insurer must
pay the claims of its creditors. Section 402-C:44 mandates that “every claim in each class
shall be paid in full or adequate funds retained for the payment before the members of the
next class receive any payment,” and then defines and sets the class priorities as follows:

L ADMINISTRATION COSTS. The costs and
expenses of administration. . . .



II. POLICY RELATED CLAIMS. All claims by
policyholders. . . . All claims under life insurance
and annuity policies, whether for death proceeds,
annuity proceeds or investment values, shall be
treated as loss claims. . . . (Emphasis added.)

[II. CLAIMS OF THE FEDERAL GOVRNMENT.

IV. WAGES. (a) Debts due to employees for services
performed, not to exceed $1,000 . . . earned within
one year before the filing of the petition for
liquidation. Officers shall not be entitled to the
benefit of this priority. (Emphasis added.)

V. RESIDUAL CLASSIFICATION. All other claims . .
. not falling within other classes under this section.

VI. JUDGMENTS.

VII. INTEREST ON CLAIMS ALREADY PAID.

VIII. MISCELLANEOUS SUBORDINATED CLAIMS.

IX. PREFERRED OWNERSHIP CLAIMS.

X. PROPRIETARY CLAIMS.

Claimant’s attempt to characterize the 1982 Agreement such that it qualifies for

Class II priority status as “annuity proceeds” is misplaced and legally unsupportable.
While Liquidator is unaware of any New Hampshire case law on this issue, the Supreme
Court of Towa ruled — in a case remarkably similar to the claim before the Referee — that
deferred compensation (akin to Claimant’s present claim) payable by an insurance
company (which subsequently was placed in insolvency proceedings) to executive officers
of that insurance company was not subject to treatment as an annuity for priority
determination purposes. State of Iowa ex rel. William B. Hager, etc. v. lowa National

Mutual Insurance Company, et al., 430 N.W. 2d 420 (1988). (Copy annexed as Exhibit A).



In Jowa National Mutual Insurance Company, the lowa Supreme Court considered

the assertion of more than thirty senior executives of the involved carrier that their deferred
compensation claims should be treated — for the purpose of priority classification — as
“annuity policies or as annuity proceeds.” The Iowa priority statute at issue defined a
Class 3 priority (i.e., the class senior to that of general or residual creditors) as including
“[c]laims under life insurance and annuity policies, whether for death proceeds, annuity
proceeds, or investment values shall be treated as loss claims. . ..” (Iowa Code § 507C.42
(3) (1985)).

Not coincidentally, the New Hampshire priority statute, Rev. Stat. § 402-C:44 11, is
identical to § 507C.42(3) of the lowa insurer’s insolvency priority statute. As noted by the
Towa Supreme Court, “[s]ection 507C.42 is modeled after section 42 of the 1977 Insurers
Supervision, Rehabilitation and Liquidation Model Act,” which at the time of the lowa
court determination had seen adoption of its priority provisions by approximately thirteen
jurisdictions, including New Hampshire. lowa National, 430 N.W.2d at 422.

In lowa National, the executive employees asserted that the lowa legislature used
the terms “annuity” and “annuity policy” interchangeably thereby showing an intention to
give the words the same meaning and thus arguing that their claims for deferred
compensation should be given Class 3 priority. The Iowa Supreme Court rejected this
argument:

The statute refers to annuities issued by the insurer in the ordinary

course of business. We reach a similar conclusion with respect to

the use of the words “annuity policies” or “annuity proceeds” in

section 507C.42(3). The third priority class includes claims made

under policies of insurance, third-party claims against insureds of

the company under liability policies, and claims made against

statutory guaranty plans for risks of the insolvent insurer. This
strongly suggests that this particular priority status is aimed at the



insolvent insurance company’s obligations to its insureds and not to
employee claims.

430 N.W.2d at 422.

The Iowa National court addressed the legislative history of this section of the
insurer’s insolvency statute as well as the commentary to the Wisconsin Insurers
Rehabilitation and Liquidation Act (Wis. Stat. 645.01-645.90 (1975)), which formed the
basis for the Model Act (and thus applies equally to the New Hampshire priority statute).
Having considered the foregoing, the court noted that “[i]n contrast to the type of claims
included in the third priority status, i.e., those involving the company’s obligation to its
insureds [akin to New Hampshire’s Class II priority], appellant’s claims arise from their
status as employees of the company.” Employee claims were relegated to a lower priority
status, similar to New Hampshire’s Class IV classification, and similarly specified that
“[o]fficers and directors are not entitled to the benefit of this priority.” The lowa National
court concluded that it could discern no legislative intent to “accord any other priority
status to excluded employee claims and therefore found that a general or residual creditor
classification was appropriate under the circumstances. 430 N.W.2d at 423.

Claimant’s position is identical to that of the executives who asserted an annuity
level priority in the Jowa National litigation. As the Iowa Supreme Court held, “we are
required to identify the category of claimants to which the legislature accorded third party
priority status. If the legislature had intended to accord third priority status to amounts
owed employees under deferred compensation plans we do not believe it would have
required us to infer that intention from general language which appears to be directed at an
entirely different group of claimants.” 430 N.W.2d at 423. As such, “this strongly

suggests that [Class 3] priority status is aimed at the insolvent insurance company’s



obligations to its insureds and not to employee claims.” 430 N.W.2d at 422. In accord

with the rationale articulated by the Towa Supreme Court, Mr. Lenz’s claim for proceeds

under his 1982 Agreement was properly classified as a Class V (general/residual) creditor

claim.

CONCLUSION

For the reasons set forth herein, Liquidator respectfully requests that the Referee:

(1) dismiss Claimant’s Objections to Liquidator’s Notice of Re-Determination and (2) rule

that Liquidator’s Re-Determination, as set forth in the notice of Re-Determination, be

allowed as stated; and (3) grant such other and further relief as is deemed appropriate inthe

circumstances.

August 18, 2006

Respectfully submitted,

ROGER A. SEVIGNY, INSURANCE
COMMISSIONER OF THE STATE OF NEW
HAMPSHIRE SOLELY IN HIS CAPACITY AS
LIQUIDATOR OF THE HOME INSURANCE
COMPANY

By his attorneys,

Jonathan Rosen, Esq. (N.H. Bar #16951)
Thomas W. Kober, Esq. (admitted pro hac vice)
The Home Insurance Company in Liquidation
59 Maiden Lane

New York, New York 10038

(212) 530-4001



CERTIFICATE OF SERVICE

I hereby certify that a copy of the Liquidator’s Written Submission has been forwarded via
First Class mail this 18th day of August, 2006 to Claimant at the address identified below.

Thomas W. Kober

Henry P. Lenz
25 E. Madison Avenue
Florham Park, New Jersey 07932-2605
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LEXSEE 430 NW2D 420

STATE OF IOWA ex rel. WILLIAM B. HAGER, Commissioner of Insurance of the
State of Iowa, Appellee, v. IOWA NATIONAL MUTUAL INSURANCE
COMPANY, Defendant MARGARET L. ADAMS, NORBERT G. BRASSER,
EUGENE J. CONNOR, DONLAD CUTLER, JAMES A. DUNN, FRANK ELIAS,
GARY E. FISHER, GENE GALLAGHER, RAYMOND HIGGINS, DONALD J.
KAMINS, DONALD A. KONSDORF, DUANE H. KURRELMEYER, RONALD E.
McDONAUGHY, JOHN H. McCORMICK, JR., JOHN H. GILL, C.G. McLOUD,
DARREL D. MESTDAH, WILLIAM MURRAY, ARTHUR POPE, EUGENE C.
PUGH, RICHARD ROSE, FRED RUST, ARTHUR J. SCHMIT, WILLIAM W.
TICE, ROBERT VAN AUKEN, ROBERT WIESE, M. LUCILLE GROBSTICK,
WILLIAM J. ROGERS, JANE L. RICE, ALLAN W. THOMPSON, and JEROME
R. WALSH, Appellants

No. 87-1099

Supreme Court of Iowa -

430 N.W.2d 420; 1988 Iowa Sup. LEXIS 275

October 19, 1988, Filed

PRIOR HISTORY: [**1] On review from the Iowa
Court of Appeals.

Appeal from the Iowa District Court for Polk
County, Glenn E. Pille, Judge. Senior executives of in-
solvent insurance company who sought priority status for
their deferred compensation benefits in statutory liquida-
tion proceedings appeal from order classifying their
claims as those of general creditors. The court of appeals
reversed the district court's order and accorded priority
status to the claimants.

DISPOSITION:

DECISION OF COURT OF APPEALS
VACATED; DISTRICT COURT JUDGMENT
AFFIRMED.

COUNSEL:

David A. Elderkin and Jolene J. Sobotka of Elder-
kin, Pirnie, Von Lackum & Elderkin, Cedar Rapids, and
T. Scott Bannister and Mark S. Lagomarcino of Hanson,
‘Bjork & Russell, Des Moines, for Appellants.

Philip Ostien of Davis, Grace, Harvey, Horvath,
Gonnerman & Rouwenhorst, Des Moines, for Appellee.

JUDGES:

McGiverin, C.J., and Carter, Lavorato, Snell, and
Andreasen, JJ.

OPINIONBY:
CARTER

OPINION:

[*421] This appeal requires us to consider an issue
of first impression involving the interpretation of Jowa
Code section 507C.42(3) (1985). More than thirty senior
executives of Iowa National Mutual Insurance Company,
an insolvent mutual insurance company involved in
statutory liquidation [**2] proceedings, seek priority
status under that statute for claims involving their de-
ferred compensation benefits. They urge that their claims
arise under "annuity policies" or as "annuity proceeds" as
those terms are employed in section 507C.42(3).

The district court disagreed with these claimants'
contention and accorded them the status of general credi-
tors. On appeal, the court of appeals concluded that the
claims in question did arise under "annuity policies" and
accorded appellants the priority status which they re-
quested. We granted further review of the court of ap-
peals decision. On the controlling issue of statutory in-
terpretation, we agree with the district court's assessment
of appellants' claims and disagree with the conclusion of
the court of appeals. Consequently, we vacate the deci-



Page 2

430 N.W.2d 420, *; 1988 Iowa Sup. LEXIS 275, **

sion of the court of appeals and affirm the judgment of
the district court.

The claims at issue involve thirty-six employees or
their survivors and aggregate more than § 1,900,000. The
insurance commissioner, acting as statutory liquidator,
classified all of these claims as general creditor claims
which are assigned a fourth priority status. The deferred
compensation claimants objected to this [**3] classifi-
cation on the ground that they should be accorded a third
priority status senior to that of general creditors under the
provisions of subsection 3 of section 507C.42. The de-
ferred compensation claimants' objections were heard by
the court as "disputed claims" pursuant to Jowa Code
section 507C.39 and, as previously stated, were disal-
lowed.

The claims to which section 507C.42(3) grants third-
priority status include the following:

Class 3. Claims under policies for
losses incurred, including third-party
claims, claims against the insurer for li-
ability for bodily injury or for injury to or
destruction of tangible property which are
not under policies, and claims of a guar-
anty association or foreign guaranty asso-
ciation. Claims under life insurance and
annuity policies, whether for death pro-
ceeds, annuity proceeds, or investment
values shall be treated as loss claims. That
portion of a loss, indemnification for
which is provided by other benefits or ad-
vantages recovered by the claimant, shall
not be included in this class, other than
benefits or advantages recovered or re-
coverable in discharge of familial obliga-
tions of support or by way of succession
at death or as proceeds [**4] of life in-
surance, or as gratuities. A payment by an
employer to an employee is not a gratuity.

All parties agree that the deferred compensation
claimants' entitlement to third-priority status turns on
whether their claims arise under "annuity policies" or as
"annuity proceeds” as those terms are used in section
507C.42(3). The issue thus presented is one of statutory
interpretation. The court of appeals assigned the claims
third-priority status based on its belief that the generally
accepted meaning of the term "annuity" is of broad ge-
“neric application and includes any agreement which es-
~tablishes a fixed sum payable at intervals or at some
stated period.

In challenging the conclusions of the court of ap-
peals the insurance commissioner argues that the de-
ferred compensation payments in question do not fall
within a generally recognized definition of the term "an-

nuity." We do not find it necessary to resolve this ques-
tion in order to decide the appeal. We will assume, as did
the district court, that the deferred compensation plans in
question fall within a generally accepted definition of the
term "annuity." Notwithstanding that assumption, we
share the district court's conclusion that [**5] the third-
priority class as defined in section 507C.42(3) does not
include claimants owed unpaid installments under the
company's deferred compensation plan.

[¥422] Certain general principles of statutory inter-
pretation are called into play in resolving the present
dispute. In seeking legislative intent, the subject matter,
effect, reason for the statute, and consequences of the
proposed interpretations must all be considered. In re
Girdler, 357 NNW.2d 595, 597 (Iowa 1984); Newgirg v.
Black, 174 Iowa 636, 643, 156 N.W. 708, 710 (1916). In
interpreting a statute for the first time, a court must at-
tempt to discern in a general way its legislative purpose
and then consider all parts of the legislation as an inte-
grated whole in order to determine how each part was
designed to accomplish this general purpose. Hanover
Ins. Co. v. Alamo Motel, 264 N.W.2d 774, 778 (lowa
1978). In this interpretative process, undue importance
should not be accorded to single or isolated portions of
the statute taken out of context. Ferguson v. Brick, 248
Towa 839, 845, 82 N.W.2d 849, 853 (1957).

The insurance commissioner argues that it is signifi-
cant that the statute upon which appellants rely refers
[**6] to "annuity policy" rather than "annuity." He sug-
gests that an insurance company's liability on annuity
policies would, under normal expectations, arise with
respect to policies sold by the company in the ordinary
course of business. The claimants respond by arguing
that there is no legal difference in meaning between the
terms "annuity" and "annuity policy" because an annuity
policy is simply the written instrument creating an annu-
ity.

Claimants urge that the legislature has used the
terms "annuity" and "annuity policy" interchangeably,
showing an intention to give the words the same mean-
ing. In support of this contention, they point to Jowa
Code section 507B.2(3), which provides that, when used
in chapter 507B, governing insurance trade practices, the
terms insurance policy and insurance contract "shall
mean any contract of insurance, indemnity, subscription,
membership, suretyship, or annuity issued, proposed for
issuance, or intended for issuance by any person."

We do not believe that section 507B.2(3) aids
claimants' argument. That statute refers to annuities is-
sued by the insurer in the ordinary course of business.
We reach a similar conclusion with respect to the use of
the [**7] words "annuity policies" or "annuity pro-
ceeds" in section 507C.42(3). The third priority class
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includes claims made under policies of insurance, third-
party claims against insureds of the company under li-
ability insurance policies, and claims made against statu-
tory guaranty plans for risks of the insolvent insurer.
This strongly suggests that this particular priority status
is aimed at the insolvent insurance company's obligations
to its insureds and not to employee claims. The Tennes-
see Supreme Court, interpreting the priority provisions of
similar legislation, concluded that the purpose motivating
the enactment of priority provisions for claims against
insolvent insurers is to protect the typical insurance con-
sumer. Neff'v. Cherokee Ins. Co., 704 S.W.2d 1, 6 (Tenn.
198¢6).

Section 507C.42 is modeled after section 42 of the
1977 Insurers Supervision, Rehabilitation and Liquida-
tion Model Act, promulgated by the National Associa-
tion of Insurance Commissioners (NAIC). The priority
provisions of the Model Act, with various alterations,
have been adopted in approximately thirteen jurisdic-
tions. n1 The Model Act, with some adaptations, was
based on the Wisconsin Insurers Rehabilitation [**8]
and Liquidation Act ( Wis. Stat. 645.01-645.90 (1975)).
The official comments to the Wisconsin act give an ex-
planation of the purposes behind the particular classifica-
tion of claims selected by the drafters of that act. Accord-
ing to the comments accompanying section 645.68 of the
Wisconsin act, governing priority of distribution, the
system of priority was chosen "based on the relative so-
cial and economic importance [*423] of the claims
likely to be asserted against an insurer . . . to catry out
sound public policy by minimizing the damage done to
the insured community when an insurer fails."

nl Conn. Gen. Stat. § 38-462 (1987); Idaho
Code § 41-3342 (Supp. 1988); Ind. Code § 27-
9-3-40 (1986); Iowa Code § 507C.42 (1985); Ky.
Rev. Stat. Ann. § 304.33-430 (Baldwin 1987);
Minn. Stat. § 60B.44 (1986 & West Supp. 1987);
Mont. Code Ann. § 33-2-1371 (1987); N.H. Rev.
Stat. Ann. § 402-C:44 (1983); Ohio Rev. Code
Ann. § 3902.42 (Page Supp. 1987); Pa. Stat.
Ann. tit. 40, § 221.44 (Purdon Supp. 1988); S.C
Code Ann. § 38-27-610 (Supp. 1987); Utah Code
Ann. § 314-27-335 (1986); Wis. Stat. § 645.68
(1985-86).

The deferred compensation claimants argue that
their claims are of a social importance equal [**9] to or
exceeding those of claimants who bought insurance from
the company. The legal issue presented in this case does
not depend on this court's independent assessment of the
relative priority of these societal interests. We are re-
quired to identify the category of claimants to which the
legislature accorded third priority status. If the legislature
had intended to accord third priority status to amounts
owed employees under deferred compensation plans we
do not believe it would have required us to infer that
intention from general language which appears to be
directed at an entirely different group of claimants.

In contrast to the type of claims included in the third
priority status, i.e., those involving the company's obliga-
tions to its insureds, appellants' claims arise from their
status as employees of the company. Employee claims
are included in the second priority class set forth in sec-
tion 507C.42. That class includes:

Debts due to employees for services per-
formed to the extent that they do not ex-
ceed one thousand dollars and represent
payment for services performed within
one year before the filing of the petition
for liquidation. Officers and directors are
not entitled [**10] to the benefit of this
priority. The priority is in lieu of other
similar priority which may be authorized
by law as to wages or compensation of
employees.

All of the present claimants are officers of the company
who are expressly excluded from this second priority
status. We are unable to discern any intention in the
statutory scheme to accord any other priority status to
excluded employee claims. The district court correctly
determined appellants' status to be that of general credi-
tors. We vacate the judgment of the court of appeals and
affirm the judgment of the district court.

DECISION OF COURT OF APPEALS
VACATED; DISTRICT COURT JUDGMENT
AFFIRMED.



