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Attorneys for Petitioner J.P. Schmidt, 
in his capacity as Rehabilitator of 
TEE HAWAIIAN INSURANCE AND 
GUARANTY COMPANY, LIMITED 

IN THE CIRCUIT COURT OF THE FIRST CIRCUIT 

STATE OF HAWAII 

J.P. SCHMIDT, in his capacity as Insurance ) S.P. No 06-1-0225 (VSM) 
Cornmissioner of the State of Hawaii, ) (Special Proceedings) 

1 
Petitioner, ) ORDER OF LIQUIDATION 

VS. 

) 
THE HAWAIIAN INSURANCE AND 1 
GUARANTY COMPANY, LIMITED, 1 

Respondent. 	 ) 
1 

ORDER OF LIQUIDATION 

This matter came on for hearing on August 17,2006 before the Honorable 

Karen S.S. Ahn. In accordance with the provisions of Hawaii Revised Statutes, $9 431:15-

305(a) and 15-306, Petitioner J.P. Schmidt, the Insurance Commissioner for the State of Hawaii, 

("Commissioner", "Petitioner", or "Rehabilitator") in his capacity as the statutory Rehabilitator 

of Respondent THE HAWAIIAN INSURANCE AND GUARANTY COMPANY, LIMITED 

("Respondent HIG" or "HIG") petitioned the Court for the entry of an Order of Liquidation. 



I. Findin@ 

1. Jurisdiction and venue of these proceedings is properly in the Circuit Court of the 

First Judicial Circuit under the provisions of Haw. Rev. Stat., 8 43 1 :15-306. 

2. The Court finds that Respondent HIG is insolvent as that term is defined under the 

provisions of Haw. Rev, Stat. 8 43 1 :15-103(a). 

3. The Court finds that Respondent HIG is in such condition that the further 

transaction of business would be hazardous financially, to its policyholders, creditors or the 

public. 

4. Based on the record, the Court finds that rehabilitation efforts would be futile and 

would substantially increase the risk of loss to Respondent HIG's creditors, its policyholders or 

the public and would serve no useful purpose. 

5. The Court finds that the grounds for the issuance of an Order of Liquidation 

under the provisions of Haw. Rev. Stat. $8 43 1 :15-305(a) and 15-306 have been met and that an 

Order appointing the Commissioner as the Liquidator and directing the Commissioner to 

forthwith take possession of the assets of Respondent HIG and to administer them in accordance 

with the provisions of Haw. Rev. Stat. $43 1 :15-307 shall be entered. 

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND 

DECREED AS FOLLOWS: 

1. Appointment and Order of Liauidation. The Commissioner is hereby appointed 

Liquidator of Respondent HIG. Until further order of the Court, the Liquidator, including his 

authorized agents and representatives, is hereby authorized and directed to take possession and 

control of all of the assets, real and personal property, books, accounts, documents, and other 



records (collectively, "Property") of Respondent HIG and of the premises occupied by HIG or its 

agents and affiliates for the transaction of business. 

This Order of Liquidation applies to, but is not limited, to any and all of Respondent 

HIG's Property held in various financial institutions, including but not limited to the following 

accounts: 

Financial Institution Account No. 

First Hawaiian Bank Cash Account #01-072617 

First Hawaiian Bank Cash Account #01-116924 

First Hawaiian Bank Cash Account #88-022.548 

First Hawaiian Bank Investment #73-4971-01-3 
Account 

First Hawaiian Bank Investment #01-063700 
Account 

Bank of America 
#I459000344 
#I459000325 
#I459133962 
#1459000349. 

First Commercial Bank 	 #106-003-186-5 
#106-003-185-4 
#04 6-000-265-5 
#906-003-185-4 
#946-000-265-5 
#OOO-312-345-2 

#2605357

Northern Tmst 

2. Recordintr of Order and Title to ProperQ. In accordance with the provisions 

of Haw. Rev. Stat. $431:15-307(a), the filing or recording of this order with the Clerk of the 

Circuit Court of the First Judicial Circuit or at the Bureau of Conveyances shall impart the same 

notice as evidence of title. The Order to liquidate Respondent HIG shall by operation of law vest 

title to all assets of Respondent HIG in the Liquidator. Title to all property, contracts, and rights 



of action and all of the books and records of Respondent HIG, wherever located, shall vest by 

operation of law in the Commissioner, as Liquidator, as of the date of the entry of this Order of 

Liquidation. 

3. Permanent Iniunction and Automatic Stay. In accordance with the provisions of 

Haw. Rev. Stat. 8 43 1:1.5-3 13 upon issuance of an order appointing a liquidator of a domestic 

insurer, no action at law or equity shall be brought against the insurer or liquidator, whether in 

this State or elsewhere, nor shall any such existing actions be maintained or further presented 

after issuance of such order. The courts of this State shall give full faith and credit to injunctions 

against the liquidator or the company or the continuation of existing actions against the liquidator 

or the company, when such injunctions are included in an order to liquidate an insurer issued 

pursuant to corresponding provisions in other states. Whenever in the liquidator's judgment, 

protection of the estate of the insurer necessitates intervention in an action against the insurer 

that is pending outside this State, the liquidator may intervene in the action. The liquidator may 

defend any action in which the liquidator intervenes under this section at the expense of the 

estate of the insurer. 

In addition, the liquidator may, upon or after an order for liquidation, within two years 

or such time in addition to two years as applicable law may permit, institute an action or 

proceeding on behalf of the estate of the insurer upon any cause of action against which the 

period of limitation fixed by applicable law has not expired at the time of the filing of the 

petition upon which such order is entered. Where, by any agreement, a period of limitation is 

fixed for instituting a suit or proceeding upon any claim, or for filing any claim, proof of claim, 

proof of loss, demand, notice, or the like, or where in any proceeding, judicial or otherwise, a 

period of limitation is fixed, either in the proceeding or by applicable law, for taking any action, 



filing any claim or pleading, or doing any act, and where in any such case the period had not 

expired at the date of the filing of the petition, the liquidator, may, for the benefit of the estate, 

take any such action or do any such act, required of or permitted to the insurer, within a period of 

180 days subsequent to the entry of an order for liquidation, or within such further period as is 

shown to the satisfaction of the court not to be unfairly prejudicial to the other party. 

4. Prohibited Acts. Respondent HIG shall be prohibited from any of the following 

activities by or on behalf of HIG without the prior written approval of the Liquidator or the 

Liquidator's designee: 

Dispose of, convey or encumber any of its assets or its business in force; 

Withdraw funds from any of its bank accounts; 

Lend any of its funds; 

Invest any of its funds; 

Transfer any of its property; 

Incur any debt, obligation or liability; 

Merge or consolidate with another company; or 

Enter into any new reinsurance contract or treaty; 

Making of any sale or deed for nonpayment of taxes or assessments that would 

lessen the value of the assets; 

Withhold from the Liquidator books, accounts, documents, or other records 

relating to the business of Respondent HIG; 

Threaten or conternplate any action that might lessen the value of Respondent 

HIG 's assets or prejudice the rights of policyholders or creditors the 

administration of any proceeding under Haw. Rev. Stat. Chapter 431, Article 15. 


5. Immediate effect. This Order of Liquidation shall be effective immediately. 

6. Powers of Liauidator. The Commissioner, in his capacity as Liquidator, has all the 

powers set forth Haw. Rev. Stat. jj 431:15-310, including the ability to use the assets of 

Respondent HIG to transfer policy obligations to a solvent assuming insurer. 

7. Cancellation of Policies. The Liquidator is hereby authorized to cancel all policies 

insured by Respondent HIG pursuant to Haw. Rev. Stat. jj 43 1 :15-308, provided that the 

Liquidator may exempt fiom cancellation or non renewal those policies identified by the 



Liquidator that may be transferred to a solvent assuming insurer pursuant to the provisions of 

Haw. Rev. Stat. $9 43 1 :15-308(a)(4) and 15-3 10(a)(8). The Court also orders and prohibits 

Respondent HIG fiom issuing any new policies of insurance unless authorized pursuant to the 

request of the Commissioner and a subsequent Court order. 

8. Unearned Premiums. In the event policy obligations are transferred to a solvent 

assuming insurer in accordance with the provisions of Haw. Rev. Stat. $ 15-3 10(a)(8), then 

unearned premium claims arising after the date of transfer shall be and remain the obligation of 

the assuming insurer unless otherwise modified by an agreement with the Liquidator. 

9. Reports to the Court. Pursuant to Haw. Rev. Stat. $ 43 1: 15-306, an accounting of 

Respondent HIG's assets and liabilities shall be submitted to the Court within six months of the 

entry of this Order. The Liquidator agrees to file further accounting reports at intervals not 

exceeding six months thereafter. Financial reports filed with the Court may be filed under seal 

and kept confidential until the Court rules otherwise or the Commissioner, in his capacity as 

Liquidator, believes that the reports should be made public. 

10. This Order constitutes a final order of liquidation for purposes of Haw. Rev. Stat. 

Chapter 43 1, Articles 15 and 16. 

Dated: Honolulu, Hawaii, August 	 ,2006. 
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WENDELL H. FUJI 
BRUCE A. NAKAMURA 
Attorneys for Petitioner J.P. SCHMIDT 
in his capacity as Rehabilitator of THE 
HAWAIIAN INSURANCE AND 
GUARANTY COMPANY, LIMITED 
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KEVNP.H. SUMIDA 
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