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Response of the Office of Chief Counsel

Division of Corporation Finance NOV 122010

Re Segregated Account of Ambac Assurance Corporat

Incoming letter dated November 11 2010

Based on the facts presented the Divisions views are as follows Capitalized terms

have the same meanings as defined in your letter

The Division will not recommend enforcement action to the Commission if the

Segregated Account in reliance on your opinion of counsel that the exemption under Section

3al0 of the Securities Act of 1933 is available issues Surplus Notes to holders of Claims

pursuant to the Plan of Rehabilitation without registration under the Securities Act In

reaching this position we have noted that

the Court will conduct hearing on the fairness of the terms and conditions of the

Plan of Rehabilitation including the issuance of the Surplus Notes to holders of

Claims

the Court will approve the fairness of the terms and conditions of the Plan of

Rehabilitation including the issuance of the Surplus Notes to holders of Claims

before the Segregated Account issues Surplus Notes pursuant to the Plan of

Rehabilitation

in your opinion as counsel all prospective recipients of Surplus Notes under the

Plan of Rehabilitation have received notice of the hearing regarding the Plan of

Rehabilitation and will have the opportunity to be heard at the hearing with no

improper impediments

the Rehabilitator will advise the Court before the hearing that if the Court

approves the terms and conditions of the Plan of Rehabilitation its confirmation

of the Plan of Rehabilitation will constitute the basis for the issuance of the

Surplus Notes under the Plan of Rehabilitation without registration under the

Securities Act in reliance on the exemption from registration provided by

Securities Act Section 3a10 and

you have represented that the recent events discussed in Section III of your letter

will have noeffect on the issuance of the Surplus Notes the amount or percentage
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of cash and Surplus Notes to be paid pursuant to the Plan of Rehabilitation or the

basis of the Section 3a1O exemption

This position is based upon the representations and opinions of counsel made in your

letter to the Division Any different facts or conditions might require different conclusion

This response expresses the Divisions position on enforcement action only and does not

express any legal conclusions on the question presented

Sincerely

Kim McManus

Special Counsel



UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20549

DIVISION OF

CORPORATION FINANCE

November 12 2010

Mail Stop 4561

Steven Barth

Foley and Lardner LLP

Attorneys at Law

277 East Wisconsin Avenue

Milwaukee WI 53202-5306

Re Segregated Account of Ambac Assurance Corporation

Dear Mr Barth

In regard to your letter of November 11 2010 our response thereto is

attached to the enclosed photocopy of your correspondence By doing this we

avoid having to recite or summarize the facts set forth in your letter

Sincerely

Thomas Kim

Chief Counsel Associate Director
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$çgitegatS Mgou of Atitbac Assutaworpntatibit

Ladies and Jentls

We ere wSftS tf S%rcout of Aitit Assor.nee

CurporaS segregated account Athac A$urbttce Ostpcrafion Wlseonsttt tozporaw

rAtobac Assurancfl estabbabert pursuant to WI Stat 61 W.4Z the %tgregatth

ActomW% .Atthac Ata is the priucjpat operating insuraise company ot Mnbai $naniIl

croup kw MUV
Orn ttheCpmmisioaetofThW1CetttheStatb of

Wiscensm the OCF Wet petition In the Dazw Connty cewl Court the Siato of

Wisednam the 0Conrtl to tebSJitatC the ea1M QQOUUt the ehQbWtadPn1r The

Court srantc4 the petitkiti appwntnd The Wisconsin Comnussioner 4t1X15USWC tbe

rebtbuihator of the ScigrcplS Mcotlflt the 0RthabthtaWifl4 The aehabrntatTon pertains sty
to the Segregated Mcounl wbi ta spazste tn$uttr from AMbWI àsswanoe forpma of

the Rehabdhtauon The RehabUttaton dbes nut lnMubac ssnwe lt geitetal account or

MO The Scgatcd Acctnmt uurrenUy operates within 11 tCPWS of of

Rehabihiatten sed ty the Court On Qotobev 201441 the Rebahilitator Wed plan of

rehtbtatiou for the Seated Aceount the flit of 1tehabthtatiOft tr epptovai by the

Coutt as contern1ated byw3t Stat 645BS %ç Segrq te4 Ac wUl4pflte tilt

frtatoftheflan flØhabilttitcn once iLls approwd byihe Court and beconma ettbctIve

itequest

13y This 1ettez we reecft4y requc con4raatfoa kcuri the $affoftbDtVk

of COtpoflhtOn Pthanca the Stafl thar based upon the facts and clrcuwstairces desefibed

Jierelib Ii wilt not rettmmnerü any enfóreefli Cat aetioti tbe securith... and ExØwge

CnSM.n the tI7 it puflttant to the flaft of RtMUtaticn as approved by the Cowube

PianofRehdbilttdon Sme RebibtUtrwoula 1yonih etsmpdon frcm rgsfttapmtdbySection

34a%iO afthSccurftles Awttl9fl atflMtd

MADISON ORlANDO lAMPS

onS MSMOftO
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Segrcgate4 Attoudt issues .t holden tteitt $t ts paymS fl4
each CIaint surphs notes rSurpMs Notet in partM saxMethnt of such Calms without

xstration SwpS Note5 nit ill $çcritIes Let of fll3S ak atoMS he Seeurt

Aofl in reliance on the exemption fixun the
Tegistratlea requiwnepts ct $ecuritles Act

ttMdcd by Soc tibn 3frJt thereof

Ambee Assurance and the $eegatcL ACtUiIt have pstldcd unvfth and havc

atazed us to make at their iswic the eS representatià .t them set ffl in

1ttet

IL BaoJçpund

Ambae swtce Wiscensiu4onn olhd

and linstietAt ustanty nsw.e was incorporaS the laws aFS State of Wisconsin on

2tuary 2$ Wit Atba Assurance is wbnllwned subsi4laq of ne Iwiding

company hea4qnadesed In4w City the csnnnon stock ofwhich itpalbll$y traded on the

New Ybdt Stuck Exchange Ambac Assurance and subsiariS ptsvlde financial guarSee

products and ofIt tinanclal services to clients around rho werhi At bcdlz the public 4n4 private

seeS 4wbac Assurances Insurance activities sa divitS bite two tines of bus1ness

aneiaI guaautee and tIO iJnanSl services Duels the downades otAnfhae Assurancts

Thtanozal strength ratbgs and investor concerns wdh respett to its financiaL condition Ambac

Assmmu baa been ÜMe to ottgitate onlY Snnws .apwit of new Jpancbj1 guarantee

business since November 2007I mid no new business since lanuaty S$ Mbao Assurance

vflred JjJ4 fnsate investment municipal finc aid

strpcturedanagse dt obtigattot4 such as miimóipal bonds and resIdential mongage4acked

aecwites flMBfl Ganeraty financiAl parainy susnrarxce prMdbs an unconditiboal and

ocabite guarantee that jtnniects the bolder oft iked-Incoata nbllgSi againaf aonpatrnent

iiprhtc$l soiL Interest when due Ambac Assurance also guaranteei certalu strustuitflnance

de$ qlfggtions htdlrrotIy whercty nen4usuxauce whelly owned subsidiary of AmbaQ

Assurance would enter into ctfedit-defknht swap tth counterparty that protected the

cowiterpar onr 4fru3 of th dçrln$ StOtrlt3t issuer a5 Attn woid in

the flrnncisi obligations fl

ThoLu Its tanS seMees sulrsidlarles Amhao S4e4 financial

and hwestniwt prOdua izelu4hi Invesifitetit aptemenfz ttdmgcenduft lnwizst rate swaps

currency swaps and totaL return awaps principally chants of Its financial guaranty business

Anibac Assurance guaranteed Its subsidiada perManante under those agreementsi Ambac

Assutsnes financial guarantee business historically depended on t4ploA ratgs ss well as

confidence in Ambar Assursncts ttnancnd Strength 11w dptedratkrn ot Aito

frd$ condition resniting from losses In Its maured portMlo and 1ç resókhtg

downgrades at Amban Msurancts financial strength radn bace ratio It Impossilde 1kw It to

writettew basin Due to efltiA% ofAtbat AsstrantiVs barn caiditIon tea

MW_1DO55tS 57
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pay aft 4jjfl$ iii its insured pafrfl

Ou McL 24k Mat .Assuttide tquieseS the OCF reiest tocSSegregat4 MOUII$Uant ti Wis Stat .61 24Z VWerWiscou Mu tnsurancc

la% the Segregated accoutlt as separate Insurer from Ambae Assurance for purpon the

wifi Ike Cant The putpose at the Segtegttd AaIGUnt Is to

segrwatc ttitS seen ISbac Assiur liabllitks and In connectton with

segegatfon 4mbac Mswrwcc baa a1laaS to the SgfesnS AttaIwt certain polities

insuring or rejating to cre4it dstdt swaps 11 all RIS olibla dl eenain other JdztWed

pcihcies and tiv ecttata sb4et4 oan poiSs eeIIeetIW1y the cgregate4 Accçuift Yorfde
Amhas Assuntute also dcatet the Swing to the Segpepted Accowt Cl akl rqwçdtaun

Ma defes tsanttfor credits bm ezcMring rcconies arising twin resSlatS

pr remibursement or c9listiatt rigbw with reseat to jol1ein alloeated to the Segregated

AceowA any In zspect otto Sewepted i%cceunt IMcIes Ambac Assiittits 4kuSd

aSigent llobthty if wiy under lb bing4eria lease wit Qgp State Street LLQ s4 1W

contingent flibtifty as guarat if any undeflbe Sue Assna Un.. less with

MtSb 1sn4 f1 Mda tsurafiets liSted habtltlylnterests In Mnhac Credit Protets LLC
rnjnbac conduit MdingU Ak$ lnvtstments Lit arid Juneau bavestments IL and

alt at Aztec $ssuraneVs RabIffUa reinsurer pnder reirisurattee agreements ex4ept thr

ttunizce assumed from Thterspau FInancial uarautc Cdrp whufly-ownd StIhMIaIy at

Anthac AssnrnodW

Ott M.44q ZOtO fha CCII esurursiwed the RehabIlitalion of the Segregated

Acoowit In order to pamit the taeltate gr4erlr ninbff and/or settlement of the

liahlI1tIa dcxsitcd to the SegregateS Account pursuant to the pzoyisons qf Wisconsin

jnsureis Rcbi14ation turd
Liquldaff

Oft Act As aieted above4 the Rebabithator tiled lAan of

Rthablflbt aravai by the tt en atob 20111 Plan of Reid Elation

provides among other tngs that the boidem etCIahus the prospeetWe teetjtt of the

Surplus Not$ thali teethe comitatlon el oath and ii Surplus Notes In eatMktlbii at

$uh Ctatia

Addition itfonuaSa ccwteetnhigte Rehabilitation oftheJegtegated Aceewi

Mable At Wp1wfl cOrn

Re

eotthese SU4ISSissus.caneqst ferfloathbn LSSr
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The fpiijSn ncnt events wIll 1.. no etfe$ at $S Mua. dfr Suipius

NQtes th amount or perAxntage3 of eat and Switus iotes tc be in saSbetton otsucb

Claimspursuantt the PIbt ofR abditatS or the basis for the Scettoa3aXl exemptic

APOPs vOlWltt3r petition
far relief other 4Thaptet iiof the Jutted States

$aAruptoy Code the Bstqptcy 44 tiled cn Bevcwber 01Q bi the

United State Banknfly Court 1w the Southern Usirtot of New Yolk the

BthkrqpiAy Cnfl

nonnat tl.i pitsw. to 11 44 ibet

kba tax fldbsNty forte tax rsZOOS thmugh 2098 aid that It Is entttie4 to

teMn tire iI1 gjnijuJ year 2009 Througb

gj tiLJa Draflsnat ijimetlanputsuant to The Ban1crizpyCt barring

esscssmnt and coflecflcn of the 2tS thftukflGOS ftffi4fly
lteyemto Sewf cc CIRfl aahst kVGVs nondebtor sub$dlArws in the

group

fl The teeent animent to the Plait of Qpeni ftt the Segtep

cQUnt ççtivC Nàteiiiher 20b pursuant
to thiS MiMe .Assnrajice

aUated to the Seregalc4 kecamnt ecEtain negfr nop-tcy i1tihtS

scbxdlfl eerrahthabilittcs iinciuconbngeiit hbªfltiÆ onnay hav

non OJ in the flute to ts ahartotder AFW and JI any aS all ltabAfldes

nt1iate non In the fuWret the IRS.ancVoz the

United States partment of the Wesaut In Ie$aM tb or Ia repS of taxes

tm. under the iuten4 wenw Code of 1$ as amended or tax1t

perks eirdingon.or prior ho DecernQL 20

sin jhç Mç Aev to Stufl filing will kit no

eftect na the proposed Issuance of Ike $ucplus cotes the amount pr percentage of Sb and

Surplus Notes to be in sadsfsdon such CWms pursuant te the Plan flhabllktadon or

the basis fo the Section 3aQO exemption The MCarranEctguson Mt protects the

kupternaey ofthe states in ibnsgfflo ofinsurance bye aresumptI on that fetieral laws

di not reach Into to fiSt of statO Insurance rodaUon unless Co era speniScally states an

intent to sot Skse the Sainptc tae tea not spSficahl relate to the business of

4truae ion fl SM the r4Ca rganapsseibytosress ho 194$ laatc to pitt
be supcway oft states ISa realm Pilisnec sg$atlen U8tuaDpc ofe Woptwy 2the5O8

Ut 491 49fl1993

4Fthe 50$ US oianwEt
btrancer are not

JJa4onflfr4nw4frba $1 .SS

eguSbntm5mtwtiektdSSt
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çgn4 an$ $icpbangc Gnnidcn

.ftinutaitce but fact ezdtd8 isinti ftoth btlflg dibtor in bthbi$Cr So

ergpsoa Mt pplies to precnt MCI frscekiw mudlfr the flat of bbbdsttwt

Sug the issuance Surplus Sotos pursuant to the Plan of 1ehab1Ittat1Æ in iti

Bankraptcy Court additiot the Court entered cezuprebensice inJunctIoitont 24 ZGD
and Noniher 2010 whidh shield So Ssrattl Moouta ftan tiaths at othwiSrfSti

th the $egQegated Meqimt and th9 Röabthtatiqn by thud patcs au4b as MGI and its

succsoa and bairney authors

Seton with tespeet to AIGPS seildng of to to

Baikr$cy Cede it lint 110 tax liabtlit7
ft thoiux yenta i003 this$t ZOOS and tat

entMed to Sn the IIdt amount of fin twc retbnds recgiul for the lax years $O$ throgh 2G0

ant fli prellilnary injunctn purwt to tie anlawtcy Code be. assesw

eolluU.n of the 200 through 2008 by the .IR$ against SGj rtondtoz

thhsldtaænitteonsØlidated tax group MCIs taIiabtUty if an ivili ilblfleMdreai

fl j3jj3çppçy bwt6 $peb proteeding iwill hace an efThot an the lasnanee of the Surplus

Wotes the amount at perceS.af cash and $urSt$totes tG be ptl4 in sa$afu ii of snob

Claims pursuant PlaotgÆabifltaMor Shasia forthe Section ecec
ltinatb with respect to the teeS ametuit to the ten of Qptnton ft the

Segregatat Mcqun eflbctwe Soyeabci OW1 lsP notO that the contingetft
liabilities

atlocaS totS SegregatetL Account are not habilles and therefore boIders et such

labiiitledti tot have nil will not hav 7IIey Claht that4am 4etf tinTs

itlitathn7 Un the Nan of Rehi mtation only the huRlers otfelhy ClaJms icil ire

isS SIns fl pntth ffr4j fthÆrPolity
Cit Meotdint the holders of

any1ahiis against the Segregated Account atlSg omshe contingent llabtlitSaileatccl to the

Segregated Account on Nvember 40 will not be3ssS ny urplns Notes in fell or paSal

salisfaction of Si eiaims There forc the stmnnt of such alms undat of

ltebablhtation is beyond the scope of this request fr ntfraeS letter 4fl The SEC Sir
Section 3t14 of the Swurtties Sot and each allocations wilt have no eftbct on the tssrawa of

the Surplus NoteS lbs Lunount or peroenta$ ut oath and Sw$us Notes ta be In

satisfaction of such Claims pursuant to the plan ojehibittatinn ot the basis forte Section

Pmsusuo lOPottheS$4 codekinsnrance compathcnre aduded frnmte 4etttzun ot

$io s4thc-efl not eligiWe
Code

Asiipagrdtc betweenAEGi aM theiRconcernin ptstiat tax filhtysiadizs1nt

eiisflitheIt AFUE With tk$EC onNovenbcr lO20W SatbleWSoWM40 I9M251O2552Oi8kbtrn

71spec1fl .iiabSes edtsheaejregSAceounpum

MneSns Stscf fespAveensare Sscvibed lathe Ftum St

kMLWjOSiatti
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The Surpjus Notes will he bauM the Segregated M.awt to the holders of

Cbixnt itt
pattial

satIsfatitn tftth Claim The SIupIus Notea tll bear interest at

the rate fli%per annum anflill mature nn inne 2020 By theirtetmsç th $urpi Nbzss

wUl be aibord1noted qbftgatJns and no panitotpdnwpal or interest may bw nwih wdbgut

prior SUer awn 91 GCL 041 4q not approve the 91 interest on die

S$aNote leatwiti acenra an rnpow arnie until paid ecaberwiäe4

Thç $irphIsNo1Cs will he ManS frontthne ta date lit aecordante with the Hand

tchp4ilttatwn 17 Iob Surpb ZQtP Øligtbte
or dcpotot at The flepesztoq Trwst

Oc 05ts aIbe executed by the Segrçgatsd Asco.

an3 authorized and dpoMte4 with The Bank of New York Mdton as eal Agent for the

the ThC1J Agpnfl One 1ÆbaL$$ Not ewill be jj%
with4 jin$$t SMAttIt e4Jial to the WtItitA of oIÜ

patiflditts
ftotn the previous rn to be

hmgh thwfssnance of$Sua NoteL Ti7isea Agent will trait thç uqiluS Netea

to either the Segregated Aceewit or directly to the hol in accordance with the wles and

procedures
ot the Agent and the JXFC Whether transferS initially the 8egrga

Aoeounrordkecdy to theLhol the Suzplus NntewwiR aubsezuently bpo via the UFC as

the bS and tth austoan for the Insured obliwltioas ott tpplieable

4tspma tthvade by tansat hi must instaiwes such holders are serving at

underlying instrument

Anl Asswnce insurance j7cc Acuozdfng br tlI eapaâtyas trustees sukaldets will

deli the Suq his Note via the ttC to the oustodians holding posItiofls on behalf of the

ben4dW holdü fl ustodia 111 thea deliver the Suçptus Notes to the aertwtts the

WnM44 Sdas by posting the poóllions the bbs and records of the beneficial haidert

Aconllng the Rehabilitator envMons that the ultimate bolders of the $uiptus otcs wilt be

4k ef7ejaJ tWflatt of the undedl1tg ilnaneral ttwrrents wrpped by the Arnbao

Maurance inSpraitoe $14c leSnrpIts Notes are trnnsfbrra ble by such owners as long as sixth

made in compliance wttb apj4Sable securities laws Purthet aecordattee with the

aquirernents oft Trost hides Act of i989 die Segregated Account will 51e Mm 74
J%ft to the Issuat

LegaL fliseusslon

$c
Seetlon 3aXlA0 ot the Sir1da Act provides that the folio wing seth arc

exentpt from the retathan requho otection .4 ttheSeeutWes Act

BxtwiPu.... toaaww eççangnd under tide II

cit theilnited States Qodeanyweudtywldob rsaue4 in

eenge for one more isttde tt..g .ssdes clans

MLLW.3095SI .41
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Or prQpCTy interests1 partly suc CW paty for

ft tetna and cedWa. nf such issuance aM
exhp are approted after leat the tWrness of such

terms aitd ondltions awhich thI personat iLls propttho

jae SeCuriti 4n Sb exthang Seihe
tight 1o.dppeat by

an aff fPnite. ta wW
any f$ TetdtM banking Siurance commSon er other

govexmtlaI atte1 exp a.Mby law to grant such

approwt

mepjfljp tlcnieit_en ot the Soutkn 34XN extion dm1 ate relevant ip the

ltOtJose ItSUflS if UIUS 4OtCS InnJwIt jJffi StU Plan tRSMMUShiO

te Missjagcf Arfli Sk tthange of Surpis Nm I$ittltn
ANhe Cairns heath

er the finessetthe xchaag at vhi peans abangtnj Ciamis for $urphis ktcs have the

ritto appear ant court approvaL Aft these elements of the $Sw exeznpen

will àleadjbc satiæed on witirthe pn Plan of RbMifltation

itmneSn pStlo 3gftt XW tithe

Seentdes Act with respect securitIes 4ye4 tursuant to sinifilar plans of rehabthtautrn

approve by Othe eoud $% Pdet ótuai Z4fb bswwce Opmpany Mw
1998 jf .tyCntnpan V9 ilSonrnutual Stodk We
bisuranee Co of.ew ycik 4g4 1980 and Uflderttcm Natioaal Assurance May

1977

iIStats .bflfpflStkns of theSO StUttI7 Z444COWflS lutve been set thi

thron the noaetkrn pt and are ibrtherntarlfled inthe Staff Legal .Btdlatin

OP Jun iS .2108 the Sflulletf jj 4j 5ff ftflfl the

üeeifindztow ffift beliawes must btmett twdàr for Issuer to be el$be for the

Sedion sM4 ennq tIre securities which cxernpSn seught muSt be St In

exchange fur securi6e claims or prepe4y inletS and cannot be issued fbi uash Ii court or

autharzzt gouernmental entity xmisl approve the tirness of the terms and conditrena p1 the

exdtan belire ajrovfrss the txebange the court must find that the terms and uoudltions

of the exchaqge arc fair thosste v4rarn securffies wlflbe tssrtj the issu at must Ivlseft

court or authorized goveznmentd eJybefbre %he court heating that the eoutta or authorized

pvemntenW nspreva1 utth langetIIlba Uebaais of the Msucf vellanceon the

Section MatO aemptWt before approtg tire esitang the court or authorized

pvemnteiS trrm must hold beatg an the ifiuimess ti the terms and conditions of the

ttapsa8onj i47 gswernnlbttat emltp must be eqtessW authorized by law to bold the headng

$4 fitbnars heaziqg tmist be open to everyone in 1mm sthmdttes would be lssudL In the

prqposed tSr.ang SI edequs sbo ghrers all those etsons of ihdht to

atS1 the heatin as welt as adequate brbzmalicn .ueccssary to assert St i4$tt and Ox there

Itnprop impedun ents to tIre appearance wperaonat fleing
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or qpithn as cetmseZ at flenspcciftcations cit St4 azi Isaner

4ble to use the Section XIG exen$on wilt be sate4 in eonnqtion with the Plait of

Rebifltation

.Jt$fle
tSdet the Plan ofRebahWttion4 Cl wlU be shatw 1Wiusotes

issucd byqgsgaS Mttunr iS easit Aeeerthnfl therets an ksuanee of securities in

acutngt ncflà claims qrprçpcityMtetosts

uc4w

CadS Wfs.w key purpose Of tâhltltdett Is the rM%tiC Oft
lntemsb ci 1nsusds cre4t and the 1ubb eYtafly tlntmgh Equftahie

appodlonnient otaay nvcædablc losaJ Ws Stat 445014 The Wiseansin ltgisletur

has stated that t7jukJecfli cmwtnppcvai tsràl$ ma take tlw aitiPn he or $114 deems

and tedtaiii the tne4 4Sg exeftiSi the %1
pen to 44 wSb th propet4r and business oft hisnY W$s S6t 43t2 nTthasb

.adde4 An the p71Jcra k4 p.sot Jtflitator tsSottb

rot the tgaxi Oflj cansoMation eS
aa$nnnOt matter or ttheriransfoimaSi oflkt trnr Upon

the nhdbffitatot fi apnwa1 of the pian and alter

sSkno4.an4 bSn presSbe the

either apnwe or msappwve Ike plan poae4 qr may modti

4ppa it nod$Th if his approve thnebaWhtatushafl

taant thejiait

Wit S2L

As sttbniitted 17 the athahuitasib the Plan it Ittatfon ms meet th

vezar4tg gqà ofrehabilhtSon narne13 to save the insurer datIOO pverve and

macuªe cIa1mspai owecs and to tteat palkybotdes uftab1y whll the insurer Is Ia

finaaetaIl3 precaxto1s state4 See Wis ss 64Mi4 St kr itt bisurance 03 2OO8
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