
VS.

Montana State Fund and Liberty
Northwest Insurance Corporation, et al.

TN THE WORKERS COMPENSATION COURT
OF THE STATE OF MONTANA

Robefi Flynn and Carl Miller, Petitioners

wcc  #2000-0222  F ILED

JUN 2 7 2005

oFFrc€oF
YfOflGRS COtlPEirS TIClt'l J,rDe€

HELENA MO{IAI{A

RESPONSE TO SUMMONS

COMES NOW W. Dale Finke, Director of the Missouri Department of Insurance, and

Liquidator of the Liquidation Estates of Casualty Reciprocal Exchange and Equity Mutual

lnsurance Company, by and through the General Counsel for the Liquidation Estates, Lewis E.

Melahn, files the following response to The Summons received from this Court:

1. Casualty Reciprocal Exchange was an insurer authorized to provide workers

compensation coverage in the State of Montana.

2. On August 11,2004, Casualty Reciprocal Exchange was placed into liquidation by

the Circuit Court of Cole County, Missouri. A copy of that order is attached as Exhibit A.

Paragraphs XVI and XIX of that Order impose stays on litigation.

3. On April 29,2005, F. William Kobusch, Special Deputy Liquidator, Casualty

Reciprocal Exchange provided this court with a proof of claim in regard to that liquidation, attached

hereto as Exhibit B. The Liquidation Estate may disallow any claim not disclosed by a proper and

timely proof of claim.

4. The identified petitioners and all others similarly situated are subject to the Order of

the Cole County, Missouri Circuit Court providing liquidation of Casualty Reciprocal Exchange,
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Exhibit A, and this proceeding should be stayed with regard to Casualty Reciprocal Exchange.

Petitioner's claims should be presented to the Liquidation Estate by proof of claim.

5. Because of the condition of the records of the liquidated insurer, Casualty Reciprocal

Exchange, the liquidator is unable to provide the information requested by the Court in paragraphs

5,{, 58 and 5C of the Order dated May 4,2005. Because Casualty Reciprocal Exchange wrote little

business in Montana, the Liquidator believes the number of such claims would be minimal, if any.

6. That any claims following the date of August 17,2004 would be the responsibility of

the Insurance Guaranty Association for the State of Montana, in care of the Westem Guaranty Fund

Services.

Having responded to The Summons, the Liquidator prays for this Court to give effect to the

Liquidation Order of the Circuit Court of Cole County, Missouri to stay these proceedings with

regard to Casualty Reciprocal Exchange.

Lewis E. Melahn, Attomey-at-Law
127 A East High Street
PO Box 275
Jefferson City, MO 65102
Telephone: 573.636.5057
Facsimile: 573. 635.9004

GENERAL COLINSEL FOR THE
LIQUIDATION ESTATE OF CASUALTY
RECIPROCAL EXCHANGE

101622
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IN TITE CIRCUIT COTJRT OF COLE COUNTY
STATE OF MISSOURI

P.A2/13

FIffiM
AU0 l8 200Ir

BRENDA A. UMSTATTD
CLERK CIRCUIT COURT

COLE COUNTY, MISSOURI

scorr B. LAIflN, DIRECTOn"
DEPARTMENT OF INSURANCE
STATE OF MISSOT]RI,

Pleintiff,

V.

CASUALTY RECIPROCAL EXCHANGE,)

and

EQTIITY MUTUAL INSIJRAtrICE COMPAI{Y

Case No.02CV3263f l

Defendants,

Now on this I8e day of August, Plaintiffflppcars by oounsel Kevin R. Jones and

Diane Garber. Defendants have each been duly served with Plaintiffs "Verified Petition

for Final Judgment, Decree and Order of Liquidation," filed on or about August 13, 2004,

together with a summons to appear before this Court on this date and at this time for

summary hearing pursuant to Section 375.600, RSMo (2000), in the above captioned

case. Dodson Management Corporation, attomey-in-fact for Defendant Casrralty

Reciprocal Exchange, appears for said Defendant on the aforernentioncd petition by

coursel Alex Bartlett. Bruce Dodson Company, managcr of Defendant Equity Mutual

Insurance Company, appears for said Defendant on the aforementioned petition also by

counscl Alex Bartlett. Defendants make no answer to the petition and desline furthcr

)
)
)
)
)
)
)
)

)
)
)
)
)
)

JUDGMENT, DECREE AND
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time to answer. With corrsent of Defendants, Plaintiffs "Verified Petition for Final

Judgment, Decfee and Order of Liquidatio&" causc is heard orr the merits.

The Court having reviewed the Plaintiffs Verified Petitioq having heard the

evidence presented, and beiag fully apprised of the premises, for good cause showru finds

and concludes as follows:

1. Plaintiff Scott B. Lakin is the Director of the Missouri Deparhent of

Insurance, and was, pursuant to the Court's order of December 19, 2002 (the

"rehabilitation ordet') in this proceeding, appointed as the statutory rehabilitator of

Casrralty Reciprocal Exchange and Equity Mutual Insurance Company, Defendana

herein, both of whom are property and casualty insurance companies autborized to

conduct insurance business in Missouri. F. William Kobusch is the duly appointed

special deputy rehabilitator of ttre Defendants.

2. Defendant Casualty Reciprocal Excharrge (*CRE') is a reciprooal or inter-

insurance exchange organized undu laws of this state, $$ 379.650 to 379.800, RSMo

(2000). [References to RSMo (2000) are intended to include the 2003 Supplement and

any suhsequent arnendnents.]

3. The designated attorney-in-fact for CRE pusuaflt to $ 379.660, RSMo

(2000), is Dodson Marragement Corporation, a Missouri corporatioq whose principal

place of business is located at 58 C Street, Lake Louwanq Missouri 64086, in Jackson

County, Missor:ri. The current registered agcnt for Dodson Management Corporation is

BSMWL, [nc., with a current registered otficc of Two Pershing Square, 2300 Main

Street, Suite 1000, Kansas City, Missouri 64108, in Jackson County, Missorui. CRE was

CC l l l9Z46v l
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duly served with a summons together with a copy of Plaintiffs 'Yerified Petition for

Final Judgmeng Decree and Order of Liquidation" in this case on August 16, 20M.
,Ft

f 4. ) Plnintitr in his capacity as Rchabilitator of Defendant CRE succeeded to
\_/

all of the rights of Dodson Management Corporation as attomcy-in-fact for CRE,

including any and all rights to dhect and manage CRE and to act on behalf of the

subscribers thereto, prusuant to the powers invested in the Rehnbilitator under $

375.1168.2, RSMo (2000), and by the rehabilitarion order.

5. Defendant Equity Mrrtual I-nsurance Company ("Equity Mutual') is an

insurance company other than life organized under laws of this state, $$ 379.010 to

379.105, RSMo (2000).

6. Defixrdarrt Equrty Mutual was a party to I manegement contract that

designated Bruce Dodson Company, a Missouri corporation, as Equity Mutr-ral's

manager. Bruoe Dodson Company has its principal place of business located at 58 C

Strset, Lake Lotawana, Missouri 64086, in Jackson County, Missouri. The ourrent

registcred agent for Bruce Dodson Company is BSMWL, [nc., with a current registered

offtce of Two Pershing Square, 2300 Main Stree! Suite 1000, Kansas City, Missouri

64108, in Jackson Counf, Missouri. Defendant Equity Mutual was duly served with a

sunmons together with Plaintiffs "Verified Petition for Ffural Judgnrent, Decrce and

Order of Liquidation" in this case on August 16,2004.

7. Plaintiff in his capacity as Rehabilitator of Defendant Equity Mutual

succeeded to all of the rights of Bruce Dodson Company as managcr for Equity Mutual.

including any and all rights to direct and manage Equity Mutual and to act on behalf of

C C  l l l 9 2 4 6 v l
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its policyholders, pnrsrunt !o the powers invested in the Rehabilitator under $

375.115.8.2; RSMo (2000), and by the rehabilitation order.

8. Cathleen Dodson Macauley is the chairman of the board and chief

executive officer of Equity Muhul. Dofendant CRE is *afEliated- with and 'tnder

common control with" Defendant Equity Mutual within the meaning of $ 382.010(1) and

(2), RSMo (2000), for the reasons sated in the Plaintiffs Verified Petition.

9. Defendauts previously oonscntcd to the rebabiliHtion order and have

submitted to thc jurisdiction of this Court in this prooeeding.

10. Each of the Defendants is hereby found to be iruolvent within the rneaning

of $375.1152(13Xb), RSMo (2000), in that each Defendant's admitted assets do not

exceed its liabilities plus thc capital and surplus required by law for its organization.

11. ll/ithin a few months, the Rehabilitator anticipates that Defendans CRE

and Equity Mutual will also each lack sufficient assets and be unable to meet current

obligations when they are due, and eash Defendant will thus also be insolvent within the

meaning of $ 375.1 152(l3xb) for that resson.

12. Various grounds exist pursuant to $$ 375.1174 and 375.1175(l). (2) and

(3), RSMo (2000), to liquidate Dcfendants CRE and Equity Mutual, each of which by

ieelf is sufficient for the Court to enter the liquidation order requested herein, in that:

(r) in accordance with $ 375.1174.1, RSMo (2000), the Rehabilitator

reasonably believes that further attcmpts to rehabilitate either Defendant (other than the

plan for preserving and selling the "chartcrs" of one or both Defendanls in the proposcd

liquidation proceedirrg. as further described herein) wsuld substantially increase the risk

of loss to creditors, policyholders or the public, or would be futile;

CC l l l92a6v l
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(b) in accordance with $ 375.1175Q), each of the Defeudants is

insolvent; and

(0) in accordance with $ 375.1175(3), eaoh of the Defendants is in

such condition that the fiuther bansaction of business would be haznrdous, financially or

otherwise, to its policyholders, its creditors or the pubLic.r>
)"13.U Pursuant to his authority urtder $ 375.1168 and under $ 375.1182, RSMo
<__--/

(2000)' the Plaintiff avers that he inteuds to propose to the Court a plan uuder which

substantially all of the assets and liabilities of one or both ofthe Defendants in liquidation

would be transferred to one or more liquidating Eusts, and the remaining corporate

entities of one or both of the Defendants (sometimes also referred to as the Defendants'

"charters"), together with their certifrcates of authority and licenses to do business, would

be prepared for prospective sale to purchasers interested in acquiring an insuranco

company. Such a sale could substantially supplement the assets available for disribution

to claimants. If the plan is approved by the Court, the Plaintiff avers that it is anticipated

that one or both of the corporate entities of CRE and Equity Mutual will be converted to a

stock insurance company under Chapter 379, RSMo (2000), prusuant to an amended

declaration and articles of incorporation-

14. The Plaintiff firCIrer avers that he intends to work with affccted stare

insurance departments and state insrrrance guaranty associations in order to formulate and

implement the prospective plan for the sale of "chafiers" described herein- Such a plan

would be similar to other plans for rehabilitation which includcd liquidating trusts. as

approved by this Court in the past in other insurance rcceivership proceedings; see, e.g.,

the Court's "Order Approving Plan of Rchabilitation lncluding l.iquidating Trust", dated

CC 1.119246v1
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Novemb$ 26, L996, n Angof v- Lutheran Benevolent lwurance Exchange, et al., Casa

No. CVl96-l363CC in the Circuit Court of Cole Couoty, Missorui (the "LBI

Proceeding"l.

15. In accordancs with the averments made in Plaintiffs Petitiou. Plaiutiff

believes that any furttrer attempts to rehabilitate CRE and Equity Mutual would

substantially increase the risk of loss to mcditors, policyholders, or the public, and would

be futile.

WEEREFORE, it is hereby further ADJUITGED, DECREED AND

ORDERED:

I. The admissible assets of each Defendant, CRE and Equity Mutual, do not

exceed its respective liabilities pius the capital aud sr.uplus required for its organization,

Pursuast to $ 379.710.2 for CRE and $ 379.010.2 for Equity Muhral. Therefore,

Defendants Casualty Reciprocal Exchange and Equity Mutual Inqr.tlrnce Company are

hereby found to be insolverrt within the meaning of $$ 375.1152(13Xb) and 375.1175 Q),

RSMo (2000).

il. Dcfcndants CRE and Equity Mutual arc in such condition that further

transaction of business would be hazardous to their policyholdcrs, creditors and the

public.

nL Further attempts to rehabilitste Defendants CRE and Equity Mutual would

substarrtially increase the risk of loss to crcditors, policyholders and the public.

IV. The Court finds the Defcndants CRE arrd Equity Mutual, and each of

them, insolvent and orders them to bc liquidated pursuarrt to the provisions of

$$375. I I 50-375.1246, RSMo (2000).

(. :( l  l l  19246v I
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V. This Judgu,errt Decree and Order of Liquidation with Finding of

Insolvency is.hereby entered against Defendants Casualty Reciprocal Exchange (CRS)

and Equity Muhnl Insurance Company (Equity Mutual).

VI. PlaintiffScoU B. Lakiq Director of the Missor:ri Departueut of Insurance

and Rehabilitator, is appoiated Liquidator of the Defendsnts with all povrers and duties

attendant thereto, including his existing powers, rurtil further order ofthe Court.

VII. The Plaintiffs appoinment of F. William Kobusch as qpmial deputy

liquidator of Defendants CRE and Equity Mutu,al uuder the same rates and terms as Mr.

Kobusch is currently serving as special deputy rehabilitator is hereby approved.

V[U. The last date to file proofs of slaim with the Liquidator is June 30, 2005 at

4:30 p.m. Cental Daylight Time.

IX. The title and right to possession of each of Defendants' books, papers,

records, properfy and assets, of whatever kind or nature and wherever locatcd, is vested

in Plaintiffas Liquidator of Defendants, puruuant to the supervision of this Corrrt.

X. The Liquidator shall give or cause to be given notice of this Judgment,

Decree and Order of Liquidation as soon as possible in accordance with $ 375.1185,

RSMo (2000), and such notice should bc in accordance with the following:

a) Notice by Liquidator. The Liquidator shall notiS by first class nail
aII persons whorn the Dcfendants' books and records reveal or are
known to have, o( may reasonably be expected to have, claims
against CRE or Equity Mutual, their property or assets, including all
policyholders at their last known addresses as indicated by the
records of thc Dcferrdants, to present and file with the Liquidator, or
a duly authorized ancillary receiver of CRE or Equity Mutual,
proper proofs of claim in the form approved by the Court, as .soen as
possible.

b) Last Date to File Proofs of Claim. Said notice by the Liquidator
shall speciff June 30, 2005, at 4:30 p.m., Central Daylight Time, to

P.A8/t3

CC l3 l92a6v l



RUG-19-2444 AB:16 MO DEPT. OF INSURRNCE P.A9/ t3

be the last day by which a proof of claim may be reseived by the
Liquidator, or a duly authorized ancillary rooeiver for cRE or
Equity Mutuat for purposes of participating in any disuibution of
assets that may be made on timoly filed claims wbich are allowed in
these procecdings (the "Chims Bar Date').

c) Natice by Publication. The Liquidator shall also provide notice by
publication to all persons who bave, or may have, claims againjt
cRE or Equity Munral or against their ins'reds or policyholoers, by
ca'sing a notice to be published at reast onoe i week for ttuel
consecutive weeks in a newspaper of general circulation published
in the county of Jaclcson, state of Mssouri, sd in such other
ng-$/spapers as he may deem advisable. The notice shall: (i) advise
4lt*l persons of their right to present their clnim or claims against
cRE or Equity Mutual, their poperty or ass€ts" or againsitheir
insureds, to the Liquidator; (ii) advise ail such persons of the
procednre by which they may present their olaims to the Liquidator;
(iii) advise all such persorur of the location or addresi of the
Liquidator's office where they must present their craims; and (iv)
specis the last day by which proofs of clain may be received'by
the Liquidator for purposes of participating in any disbibution of
assets that may be made on timely filed claims allowed in these
proceedings.

d) All persons having or claiming to have any acoounts, debts, claims
or demands against Defendants cRE or Equity Mutual, their
property or assets, or against an insured or policyholder of cRE or
Equity Munral, shall present such claims to the Liquidator at his or
her office as designated in the notice, on or before the claim filing
deadline of the claims Bar Date set forth above, by way of a proofl
of-claim which must consist of a statement in wdting, signed by the
claimant, setting forth the following, including such information
rcquired under $ 375.1209, RsMo (2000): (i) the basis for *re
claiur, including the consideration given for it; (ii) the identiti, and
amount of the security on the claim, if any; (iii) the payments, if
any. that have been made on the claim or debt; (iv) that the sum
claimed is justly owing from cRE or Equity Mutuai to the claimant,
and that there is no setoff, counterclaim or defense to the claim; (v)
any right of priority of payment or orher speci"fic rights asserted by
the claimant; (vi) whenever a claim is founded upon an instrumenr
in writing, such irutrumcng unlcss lo$t or desroycd. shall be filed
with the proof of claim and, if such instrument is lost or desrnryed, a
statement of such fac! and thc circumstances of the loss or
destruction shall be fited undcr oath with the claim; and (vii) the
name and address of the claimant and the attomey who represcnts
the claimant, if any.

C C  l l l 9 2 a 6 v l
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of ninety (90) days and for such frrther period as tbc Court may direct. All such pcrsom

and entities arc further edoined from attaching, executing upoq redeeming of or u.king

any other legal proceeding against, or self-hclp against, any of tho properfy or othu assets

of the Dcfendarr6 or either of thern, whercver such property or assets may be located.

)il[I. Whcnever in the Liquidato/s judgment protection of the estate of eithsr

Defendant necessitates intervcntion in an action that is pending outside this stiate, he may

intervene in the aotion. The Liquidator may prosecute or defend any action in which he

intervencs pursuarit to this sestion at the expense of the estate of the subject Defendant.

XWII. The Liquidator shall take such action respecting pending litigation as he

deems necessa,ry iu the interests of justice and for the protection of creditors,

policyholders, and the public, and he may settle, compromise, dismiss, try to conclusion

or otherwise dispose of said litigation as he deems prudcnt.

XIX- The Liquidator shall consider all titigation pending and shall in the

Liquidator's discretiorr petition the courts with jurisdiction over said matters to give full

faith and credit to and honor as a matter of comity the stay contained herein and/or for a

further stay of litigation when he deems it necsssary to protect the estatc of CRE or

lJquity Mutual.

XX' Defendants CRE and Equity Mutual and their curent or former

emplqyss5, agents, attorney$, consultan$, managers, offrcers and directors are enjoined

f'ronr the disposition of the property of CRE and Equity Mutual and from traruaction of

any of their business except as directed in writing by the Liquidator.

xxl. In accordance with $375.1192.s, RSMo (2000), the Director of rhe

Missor-ri Depaflanent of Insurance as Liquidator, his special deputies, employees, agenls

P  .  L L / t 3
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and attorneys, and all employess of the State of Missouri when acting with respcct to the

liquidation of"the Defendants, shall be considered to be officers of the Court uften acting

in such capacitiqs and as such shall be subjcct to the orders and directions ofthe Court

with respect to their actions or omissions in conuection with the liquidation; arrd they

shall enjoy absolute judicial immunity and shall be immune from any clninrs against them

personally for any act or omission comrnitted in thc performance of their functions and

duties in connection with the liquidation ofthe Defendanu.

)OilI. Any policies of either of the Defendants still in force as of this date are

hereby cancelled in accordance with $ 375.1178.3, RSMo (2000), effectivc as provided

therein. AII of the conhacts, covenants, bonds or policies, evidences or certificates of

coverage or insurance, issucd by or in the name of either of the Defendants under which

any guarantcc or insurance is provided, shall be canceled upon thc earliest of the

following:

(a) Thirty (30) days after the date this Judgrnent, Decrcc, and ordcr of

Liquidation is entered, at 12:01 a.m. local time of the insured or policyholder of such

direct policy or certificate of insuranoe; or

(b) Upon the expiration date of any sush direct policy and/or certificate of

insu ntce, if the expiration date is sooner than thirty (30) days after the entry of the

Judgmenq Decreco and Order of Liquidation; or

(c) Upon the date the insureo or policyholder of any such direct policy and/or

certificate of insurance replaces the direct policy and/or certificate of iruurance, or effects

cancellation, if the insrued or policyholder does so within thiny (30) days after the entry

of this Judgmenq lJecree, and Order of Liquidation.

P . t 2 / t 3
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xL plaintiffshatl forthwith proceed to take immediate possessiotr ofthe assets

ofDefendants and to administer them subject to thc supervision of this Court.

XII. The Defendants and thcir cweut or former managers, of;Ecers, directors,

cousultants, cmployoes, attorneys aud agens are hereby ordcred to surrender and make

accessible and available to the Plaintiffall books qnd records of the Defondants or in any

way related to their business, including but not linited to all elecbonic data maintained

with respeot thereto.

XIU. The Defendants aud their current or former managers, ofEccrs, directors,

consultants, employees, sttorneys and agents shall, at the requcst of the Plaintifl gause or

aid in the transfer of the books, records and other assets of the Defendants.

Xru' The Liquidator may prosecute any action which may exist on behalf of the

creditors, members or policyholders of the Defendants, or either of them, against any

officer of either insurer, or any other person, and he may pursue all legal remedies on

behalf of tlre Defendants.

XV. The Liquidator shall have all powe$ provided by law to avoid preferential

or fraudulent transfers.

XVI. All persons and entities are enjoined from instituting, prosecuting or

maintaining any action at law or equity or other proceeding before any court or

administrative commission or other tribunal of any kind, or irr arbitration. against either

of thE Defcndants or the Liquidator, whethcr irr this state or elsewhere, and rro such

existing actions or proceedings shall bc maintained or furthcr presented after issuance of

this Judgment, Decree and Order of Liquidarion, unlcss the Liquidator consents to sush

action or proceeding in writing. AII such actions and proceedings are stayed for a period

P . t a / 7 3
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)O0tr. Tho Liquidator shall havs all powers vested in recoivers by $$ 375.1I50 to

375.1246, RSMo (2000) and otherwise by law, and may exercise all powers now held or

hereafter conferred upon receivers by the laws of this state uot inconsistent with the

provisions of $$ 375.1150 to 375.1246,RSMo (2000), or as sarne may be amended. The

enumeration of the powers and authority of the Liquidator herein sball not be constued

as a limitation upon him, nor shall it exclude in aoy manner his right to do such other acts

not herein specifically enumerated or otbenpise provided for, as may be necessary or

appropriate for the accomplishment of or in aid of the purposes of this Judgmenf Demee

and Order or the liquidation proceedings.

XX[V. The costs and expenses of the liquidations of CRE and Equiry Mutual

shall be class onc claims in the liquidation proceedings pursuant to $ 3?5.1218.1, RSMo

(2000).

)OCV. This Court shall rctain jurisdiction of this liquidation proceeding arrd all

related proceedings for all purposes-

'g^,,*,
Thornas J.
Circuit J
Division I
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CASUALTY RECIPROCAL EXCHANGE
EQUITY MUTUAL INSURANCE COMPAI'ry

I1880 College, Suite 500
Ovsrland Park. KS 66210

Apr.l29,2005

N0.7A9 DAAz

Workers' Compansation Court
P.O, Box 537
Helerra, MT 59624-0537

COPY
RE: Claimant Carl Miller, lndividually and on Behalf of Others

Dear Srr or Madam:

Casuairy Reciprocal Exchange ("CRE") was ordered into iiquidation on August i 8, 2004.
I have enclosed a Proof of Claim ("POC") form for you to completc, sign and return to be
considered for possible future distributions to claimants of the Estate'

I understand that you may not have detailed clairnant information available to support
your claim at this time. So, your incomplete POC submission will be accepted if filed
before the bar date (June 30, 2005).

Ifyou have any questions, please contact me at your convenience'

Respectfully,

F. William Kobusch
Special Deputy Liquidator
(888) 361-8300



Lewns ]E. Nl"l"ilono
.A.[trn*uy-*t-n **

1274 East High Street
P.O. Box 275
Jefferson City, MO 65102

Telephone: 57 3.636. 50 57
Fax: 573.635.9004

Email: lmelahn@socket.net

Iune 22.2005

Workers' Compensation Court
PO Box 537
Helena, MT 59624-0537

To Whom It May Concern:

Enclosed please find Casualty Reciprocal Exchange's response to the Summons, Case No.
WCC No. 2000-0222.

If you have any questions, please refer them to this office.

Enclosures

101624

Very truly yours,


