COMMONWEALTH OF PENNSYLVANIA
INSURANCE DEPARTMENT -

Office of Chief Counsel
Capitol Associates Building
904 North 7" Street

Harrisburg, PA 17102 P

&y

Governor's Office Phone (717) 787 6009
of General Counsel ) Fax (717) 772-4543

October 26, 2006

Daniel Schuckers
Prothonotary
Commonwealth Court

628 South Office Building
Harrisburg, PA 17120-0001

RE: M. Diane Koken, Insurance Commissioner of the Commonwealth of

Pennsylvania v, Legion Insurance Company,
No. 183 M.D. 2002

Dear Mr Schuckers:

Enclosed for filing please find the original and two hard copies of the qumdator s Notlce of
Filing and Petition for Approval of Administrativé Expenses.

As directed by the Court’s Order.we are also enclosing copies of the documents on a
computer disk.

Thank ybu for your courtesies in filing the documents.

Very truly yours,

%Lﬂ Jehr)
Amy ¥. Weber

Special Funds Counsel

ALW:mm
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IN THE COMMONWEALTH COURT OF PENN SYLVANIA

B

i

M. Diane Koken
Insurance Commissioner of the
Commonwealth of Pennsylvania

Plaintiff, ?
V. : Docket No. 183 M.D. 2002
Legion Insurance Company ; W
M ‘ [ ¥ " '
Defendant. T
ORDER
And Now, this day of #” 2006, upon consideration of the Statutory

Liquidator’s Petition For Approval of Administrative Expenses Paid for the Period January 1,

2006 through June 30, 2006 the Petition is hereby APPROVED.

BY THE COURT:

MARY HANNAH LEAVITT, Judge




IN THE COMMONWEALTH OF PENNSYLVANIA

M. DIANE KOKEN
Insurance Commissioner of the
Commonwealth of Pennsylvania

Plaintiff;
No 183 M.D. 2002
V. '
Legion Insurance Company
Defendant.

LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES
PAID FOR THE PERIOD JANUARY 1, 2006 THROUGH JUNE 30, 2006

The Honorable M. Diane Koken, Insurance Commissioner of the Commonwealth of
Pennsylvania (‘_‘Commissioner”), in her ofﬁciaﬂ ‘capacity as Statutory Liquidator (“Liquidator”)
for Legion Insurance Company (“Legion”), by and through her counsel, respectfully submits her
Petition for Approval of Administrative Expenses paid for the period January 1, 2006 through

"

June 30, 2006.

PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES PAID

1. The Liquidator previously filed a petition for approval of administrative expenses
paid for the period July 29, 2003 through December 31, 2004 which was approved by the Court
on June 30, 2005; and, filed a petition for approval of administrative expenses paid for the period

January 1, 2005 through June 30, 2005, which was approved by the Court on

September 16, 2005; and filed a petition for approval of administrative expenses paid for the

period July 1, 2005 through December 31, 2005, which was approved by the Court on October
20, 2006.
4. The Liquidator respectfully petitions the Court for approval of her administrative

expenses paid for the period January 1, 2006 through June 30, 2006, \éﬁ set forth on the attached
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Exhibit A, Combined Expense Analysis — Cash Basis, which were reasonable and necessary
expenses for the administration of the Legion liquidation.

5. The Affidavits of the Chief Liquidation Officer and the Senior Vice President. of
Fina.nciai Operations in support of the Liquidator’s Petition for Approval of Administrétive
Expenses Paid and the Certification of Special Funds Counse] related tpr legal expenses paid are
attached to this Petition.

Respectfully submitted,

Ko whdn)

Amy cher, Special Funds Counsel
1.D. No. 45447
Office of Liquidations,
Rehabilitations and Special Funds
~ 901 North 7" Street
Harrisburg, Pennsylvania 17102
(717) 787-6009

Attorney for M. Diane Koken, Insurance
Commissioner of the Commonwealth of
Pennsylvania, in her official capacity
As Statutory Liquidator for Legion
Insurance Company (In Liquidation)
DATED: /o 25 [04
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Diane Koken :
Insurance Commissioner of the :
Commonwealth of Pennsylvania

Plaintiff, :
V. | :  Docket No. 183 M.D. 2002
Legion Insurance Company :
One Logan Square, Suite 1400 : .
Philadelphia, PA 19103 : \
Defendant. :

AFFIDAVIT OF JOSEPH ZARANDONA IN SUPPORT OF THE
LIQUIDATOR'’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1-JUNE 30, 2006

1, JOSEPH ZARANDONA, hereby depose and state as follows:

1. ] am Chief Liquidation Officer of Legion Insurance Company (In
Liquidation)-and Viilanova Insurance Company (In Liquidation)(“the Estates”), and am
responsible for overseeing their daily business operations.

2. I have reviewed the Liquidator’s Petition for Approval of Administrative
Expenses paid for the period January 1-June 30, 2006. \

3. Based on my knowledge, the Petition for Approval of lLSxdministrative
Expenses paid for thé period J anuary 1-June 30, 2006 fairly presents in all mgtcrial' ‘
respects the édmin_istrative expenses paid by the Estates for the period January 1-June 30,
2006.

6. My certification is made in reasonable reliance on the work of qualified

staff and the Estates’ internal procedures for financial operations, planning and

budgeting.




7. I verify that the matters stated therein are true and correct to the best of my
knowledge, information and belief, and make these statements subject to the penalties of

18 Pa.C.S. § 4904 relating to unswom falsification to authorities.

JWEPH WNDONA

A Sworn to and subscribed before me
this?Y_th day of O:Tebr, 2006. | .

NO f %Y PUBLI% f%

Notarial Seal
Maureen Greentield, Notary Public
City Of Philadeiphia, Pmladelplia County
My Commission Expires Dec. 23, 2006

Member, Pennsylvania Association Of Notares




IN THE COMMONWEALTH COURT OF PENNSYLVANIA
M. Diane Koken
Insurance Commissioner of the
Commonwealth of Pennsylvania
Plaintiff,
v. | . Docket No. 183 M.D. 2002

Legioﬁ Insurance Company
One Logan Square, Suite 1400
Philadelphia, PA 19103

Defendant.
AFFIDAVIT OF MICHAEL L. QUIST IN SUPPORT OF THE LIQUIDATOR’S

PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES
PAID FOR THE PERIOD JANUARY 1-JUNE 30, 2006

;"

I, MICHAEL I. QUIST, hereby depose and state as follows:

1. lam Senior Vice Pre;ident of Financial Operations for Legion Insurance
Company (Il"l Liquidation) and Villanova Insurance Company (In Liquidation)(“the
Estates”), am currently li;:ensed as Certified Public Accountant, and serve as Chief
Financial Officer responsible for overseeing all aspecté of the Estates’ financial
operations.

2. I directed the preparation'of the Liquidator’s Combined Expense Analysis
proyided in support of the Petition for Approval of Administrative Expenses paid for the
period J aﬁuary 1-June 30, 2006, and make this certification in reliange on the assistance
and support of qualified staff and the Estates’ internal procedures for financial operations,
planning and budgeting.

3. I certify that the Petition for Approval of Administrative Expenses paid for

the period January 1-June 30, 2006 fairly presents in all material respects the Estates’




paid administrative expenses for the period January 1-J uné 30, 2006 for the following
areas of expenditure:
| A.  Salaries: “Salaries” includes expenses for salary an(i overtime
compensation for all the Estates’ employees, the cost of temporary help and
contractor services; the perfofmance, compensatioﬁ program, and a compensation
program for displaced'gmployecs of the Estates.

B. Benefits: “Benefits” includes expenses for employee group health,
life and disability programs, 401(k) contributions, employee training, vyorkers'
compensation insurance, FICA and federal and state unemploymént taxes.

C. Occupancy: “Occupancy” includes exi)endifures for lease expenses
in Philadelphia and Milwaukee, utility and office maintenance expenses for leased
premises, records retention, fPInjture repair and maintenance expenses and rental
costs for postage and copier/fax equipment.

‘ D. Equipment: “Equipmen » includes depreciation expenses for EDP
equipment, operating and applications systems software, office furniture and
fixtures and leasehold improvements, and expenditures for purchases and repairs
of all other equipment used by the Estates.

E. Legal Fees and Expenses: “Legal Fees and Expenses” includeé
expenditures to outside law firms for matters related to reinsurance litigation,
policyholders collections, managing general agent and third party administrators,
the Estates’ defendant issues and Hquidation issues. .

F. Professional Services: “Professional Services” includes

expenditures for outsourced reinsurance services, audit and tax consulting fees of




independent CPA firms, actuarial consulting services, management consulting

services, fees for collection of overdue premium and other fees and fees to outside

\

b
firms for technology support and outsourcing. '

G. - Other: “Other” includes expenditures for telephone, postage,
express mail, printing and freight expenses, letterhead, envelopes and other office
supplies; transportation, meals, lodging and other costs of employees while
traveling; costs of the Pennsylvania Insurance Department for the oversight of the
Estates; anq insurance for fidelity and surety bonds on employees, general
liability insurance, Directors and Officers and omissions coverage for directors
and personal property coverage.

4. Based on my knowledge, the Petition for Approval of Administrative

Expenses paid for the period January 1-June 30, 2006 fairly presents in all material

respects the administrative expenses paid by the Estates for the perib& January 1-June 30,

2006.

5. 1 verify that the matters stated therein are true and correct to the best of my’

knowledge, information and Belief, and make these statements subject to the penalties of

18 Pa.C.S. § 4904 relating to unsworn falsification to authorities.

it fo. at

MYICHAEL L. QUIST

Sworn to and subscribed before me

this 3% th day of Ortobeg2006.
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CERTIFICATION

I, Amy L. Weber, Spécial Funds Counsel, of the Office of General Counsel, assigned to
the Office of Liquidations, Rehabilitations and Special Funds, of the Pennsylvania Insurance
Department, am duly authorized to make this Certification for and on behialf of M. Diane Koken,
Insurance Commissioner of the Commonwealth of Pennsylvania, in her official capacity as
Statutory Liquidator (“Liquidator”) of Legion Insurance Company. .I am responsible for
revicwing‘ the invoices and documents received from outside counsel supporting the legal fees
and expens'es for the period January 1, 2006 to June 30, 2006 and I certify that these legal fees
and expenses are reasonable and necessary. I also have reviewed the combined Expense
Analysis for Legion Insurance Company (In Liquidation) and Villanova Insurance Company (In
Liquidation) and certify that the legai fees and expenses stated therein have been reflected
ac;:urately. I understand thét this Certification is made subjéct to the penalties of 18 Pa. C.S. §
4904 relating to ,unsworh falsification to authorities.

\

3

A 1D

Amy L. (eber
Special Funds Counsel

Dated: 10{1¥ /oé




EXHIBIT




Legion | Company (in Lig fon)
Villanova Insurance Company (in Liquidation)
COMBINED EXPENSE ANALYSIS - CASH BASIS
January 1, 2008 to June 30, 2006
{$ In Thousands)

ftafling - Average
Full Tims 245
Part Time 1
Contractor Help 26
Total Staffing - Average 212
Cash % of Total
Basis Operating
G & A Expanges
Salaries ' $ 13,590 51.51%
Salary and overime campensation for aif Legion employees and ihe cost of temporary hefp and
contractor services utifized, Also includes the performance compensation program and compensation
program for displaced Legion employ .
Benefits 2372 8.73%"
Expenses Incu:md for employea group health, kte and disabifty programs, 401(k) contributions,
\ploy g, o jon insurance and FICA and Federal and state unemployment
taxes,
Occupancy - 1,938 7.14%
Leass expenses for both Mitwauk and Philadelphia locatons, utility and office mainfenance
expenses for feased premises, tonti fumwum repalr and maintenance expenses and
rental costs for postage and copientax equip t
Equlpment .- 1,358 6.00%
Depreciali P for EDP equipment, operating and appicati y st fiware and
depraciation of office fumniture and fixtures and hold impr ts, Also includes purch. and
repairs for all other equipment used by Legion.
Legal Fees and Expenses - 2,648 9,75%
Legal retainers and fees Io outside faw firms for matfers related to re] 1ce Ftigation, policyhokd
collections, managing general agent and third parly administrators, Legion defendant issues and
kquidation issues.  *
Professional Services* 3,254 11.98%
Fees for autsowrced rsinsurance sesvices, audit and tax consulting fees of independent CPA firms,
fess to outside finns for actuarial consulting services, management consulting services, fees for
colection of overdue premium and othear fees and faes io outside firms for technoiogy support and .
oulspurcing, -
Othar 1,803 5.90%
Teak 16, p Xp mail, prnting and freight expenses. Also inciudes cost of fefterhead,
envelapes and oﬂwr office supphes, transportation, meals, lodging and ather costs of employees
while traveling, costs of the PA Insurance Department for the ight of the Legéon and Vilanova
esltates and insurance expomfolﬁdeﬂyandwmubandson ,', , O | abikty i e, .
Dirsctors and Officers and amissions coverage for directors and p I property 2 Tt
Tota) Expenses 27,187 100.00%
Capital Expenditures 170
Purchases of persona! computer equipment, operafi Aty and other dala procassing equipment
Investment Expanses 227
Banking, 9 # and custodial feas
Tota) ® $ 27,564

This exhib reflects the cash activity of tha operating expenses and doas not include the Mohmlmw'mmmmam\m.

N Professional fees includa collection expense for which the premiun had bean recsived net for the period 1/1/2006-6/30/2006.




