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GOVERNOR'S OFFICE OF GENERAL COUNSEL

September 18, 2008

Michael F, Krimmel, Chief Clerk
Commonwealth Court

628 South Office Building
Harrisburg, PA 17120-0001

Re:  Joel 8. Ario, Insurance Commissioner of the Commonwealth of

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

Dear Mr. Krimmel:

Enclosed for filing, please find an original and two (2) copies of the Liquidator’s Petition for
Approval of Administrative Expenses Paid for the Period January 1, 2008 through June 30, 2008,

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

Thank you for your courtesies in filing the documents.

Very truly yours,
L.
Amy\L/ Weber

Special Funds Counsel
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, Insurance Commissioner of :
the Commonyealth of Pennsylvania, :

Plaintiff,

\ : Docket No. 183 M.D. 2002

Legion Insurance Company,

Defendant.

ORDER

AND NOW, this day of , 2008, upon consideration of the
Statutory Liquidator’s Petition for Approval of Administrative Expenses Paid for the Period
January 1, 2008 through June 30, 2008, the Petition is hereby GRANTED.

- BY THE COURT:

MARY HANNAH LEAVITT, I.
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Joel S. Ario, Insurance Commissioner of U
the Commonwealth of Pennsylvania, : T
. {3
Plaintiff, =
v. Docket No. 183 M.D. 2002
Legion Insurance Company,
Defendant,

LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1, 2008 THROUGH JUNE 30, 2008

"Joel S. Ario, Insurance Commissioner of the Commonwealth of Pennsylvania
(“Commissioner”), in his official capacity as Statutory Liquidator (“Liquidator”) for Legion
Insurance Company (“Legion™), by and through his counsel, respectfully submits his Petition for
Approval of Administrative Expenses Paid for the Period January 1, 2008 through June 30, 2008.

PETITION FOR APPROVAIL OF ADMINISTRATIVE EXPENSES PAID

1. Pursuant to the Courf’s Order of January 8, 2004, the Liquidator previously filed
petitions for approval of administrative expenses paid beginning on July 29, 2003, which have
been approved by the Court. Most recently, the petition for approval of administrative expenses

paid for the period July 1, 2006 through December 31, 2007 was approved by the Court on May

Il




8, 2008.

| 2. The Liquidator respectfully petitions the Court for approval of his administrative
expenses paid for the period January 1, 2008 through June 30, 2008, as set forth on the attached
Exhibit A, Combined Cash Basis Analysis, which were reasonable and necessary expenses for
the administration of the Legion ‘liquidation. An illustration of the expenditures as a percentage
of the total expenditures paid is attached as Exhibit B, including Combined Cash Basis Analysis,
Legal Fees & Expenses and Professional Fees and Expenses for the petiod January 1, 2008
through June 30, 2008.

3. The Affidavits of the Chief Liquidation Officer and the Senior Vice President of
Financial Operations in support of the Liquidator’s submission of the Petition for Approval of
Administrative Bxpenses Paid, and the Certification of Special Funds Counsel related to legal
expenses paid are attached to this Petition.

WHEREFORE, the Liquidator requests that the Court enter the Order attached hereto
approving the administrative expenses paid.

Respectfully submitted,

My L. A/QJ»’J

Amy L.W eber, 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 Joel S, Ario, Insurance
Commissioner of the Commonwealth of
Pennsylvania, in his official capacity

As Statutory Liquidator for Legion
Insurance Company (In Liquidation)

DATED: ?/ (1 1/ };-




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, :
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

e ee e

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, 2008

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

L. 1 am Chief Liquidation Officer of Legion Insurance Company (In
Liquidation) and Villanova Insurance Company (In Liquidation)(“the Estates™), and am
responsible for overseeing their daily business operations.

2, I have reviewed the Liquidator’s 2008 Petition for Approval of
Administrative Expenses paid for the petiod January 1-June 30, 2008.

3. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period January 1-June 30, 2008 fairly presents in all material
respects the administrative expenses paid by the Estates for the period January 1-June 30,
2008.

4, 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 mattess 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.8. § 4904 relating to unsworn falsification to authorities,

J@i{EPH ZﬁANDONA T
Sworn to and subscribed before me

this—2/skh day of flujust 2008.

Notarial Seal
Maureen Greanfleld, Notary Publlc
City Of Philadslphta, Phlladslphia County
My Commission Expires Dec. 23, 2010

Mombar, Pennsylvania Assoclation of Notarles
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S, Ario,
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 MICHAEL I QUIST IN SUPPORT OF THE

LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1-JUNE 30, 2008

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

L. I am Senior Vice President of Financial Operations for Legion Insurance
Company (In Liquidation) and Villanova Insurance Company (In Liquidation)(*“the
Estates™), am currently licensed as Certified Public Accountant, and serve as Chief
Financial Officer responsible for overseeing all aspects of the Estates’ financial
operations.

2. I certify that the Petition for Approval of Administrative Expenses paid for
the period January 1-June 30, 2008 fairly presents in all matetial respects the Estates’
paid administrative expenses for the period January 1-June 30, 2008 for the following
areas of expenditure:

A, Salaries; “Salaries” includes expenses for salary and overtime
compensation for all the Estates” employees, the cost of temporary help and

contractor services, the performance compensation program, and a compensation
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program for displaced employees of the Estates.

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

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

D. Equipment: “Equipment” 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” includes

expenditures to outside law firms for matters related to reinsurance litigation,
policyholder collections, managing general agent and third party administrators,
the Estates’ defendant issues and liquidation issues.

I, 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
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 Departinent for the oversight of the

Estates; and insurance for fidelity and surety bonds on employees, general

liability insurance, Directors and Officers and omissions coverage for directors

and personal property coverage,

3. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period January 1-June 30, 2008 fairly presents in all material
respects the administrative expenses paid by the Estates for the period January 1-June 30,

2008.

4. 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 unsworn falsification to authorities.

ol 0 2=

MICHAEL I QUIST

Sworn to and subscribed before me

this??_th day of Beeguiid 3008,

- ~
NOTARY PUBLIC  //
COMMONWEALTH OF PENNSYLVANIA
Notarial Seal
Maureen Greenfiald, Notary Public
Clty Of Philadeiphia, Philadelphla County
My Coramission Expires Dec. 23, 2010

HMombar, Pernsylvania Associallon of Notartes




CERTIFICATION

I, Amy L. Weber, 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 behalf of Joel S, Ario, Insurance Commissioner
of the Commonwealth of Pennsylvania, in his official capacity as Statutory Liquidator
(“Liquidator”) of Legion Insurance Company. [ have read the Combined Cash Basis Analysis
for Legion Insurance Company (In Liquidation) and Villanova Insurance Company (In
Liquidation) and certify that the legal fees and expenses stated therein for the period January 1,
2008 to June 30, 2008 are reasonable and necessary expenses to the best of my knowledge,
information and belief, Iunderstand that this Certification is made subject to the penalties of 18

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

Mg ¢ S

Amy'L'. \ﬁfxer
Special Fudds Counsel

Dated: 1 / 4 / of







t.aglon Insurance Company (In Liquidation}
villanova Insurance Company {la Liquldation)
COMBINED CASH BASIS ANALYSIS
January 1, 2608 to June 30, 2008
($ 1n Thousands)

Statfing - Average for the Perfod

Full Tims 212
Part Time k]
Coniractor Help 27
Yotal Staffing - Average 239
% of Total
For the Perlod Qperating
G & A Exponses
Salarles H 13,887,733 B4.0%
Salary and ovartime compensabon for all Leglon employees and lhe cost of lemporary help
and conlraclar servicas utifzed. Also Includes the performance compenseation program and
compansalion program for displaced Leglon employees.
Benefits 2,693,221 10.1%
Expenses Incurred for employsa group health, kfe end disability programs, 401(k)
contribulions, employes trelning, workers® compansation insurance and FICA and Federel and
slate unemployment laxes.
Ocoupancy 1,408,722 5.6%
Lease expenses for bolh Miwsukea and Philadelphia localions, utility and office malntenance
exponses for leased pramises, records refention, furnilure ropalr and malnlenance expanses
andd rental costs for postage and coplerfax equipment.
Equipment 1,167,700 4.5%
Dapreciation expense for EDP equipment, opsraling and appicalions systems software and
depreciation of office furniture and fixlures and ieasehold Improvoments. Also includes
purchases and repairs for ai other equipment used by Leglon.
Legal Fees and Expenses 2,267,482 8.8%
Legal retainers and faes lo ovlsida law firms for matlers related lo reinsuranca Bligation,
policyholders collections, managing gensral agent and third party administiators, Leglon
deferdant issues end Kquidation lssues.
Professlonal Servicos* 2,405,183 9.3%
Feas for outseurced réinsu.fance senvicas, auditand fax consulling fees of independsnt CPA
firms, fass lo oulskie firms lor asluadal consulling services, managemant consulting services,
fees for collection of overdue premium and ofhar faes and feas lo oulside firms for techrclogy
support and oulsourcing.
Other 2,006,494 7.8%
Telsphone, posiags, express mall, printing and frelght expenses. Also inckxtes cost of
Isltarhaad, envalopas and olher office supplos, lransportation, meals, fodging amnd ofher cosls
of amployees while lraveling, cosls of tha PA insurance Deopartment for the ovarsighl of Ihy
Legfon and Vitlanova estalas and Instrance exponses for fidelity and surely bonds on
emplayees, gensral lisbifly Insucance, Direclors and Officers and omissions coverage for
Emclors amd personal property covsrage.
Total Expenses 26,736,235 100.0%
Gapital Expanditures 78,012
Purchases of personal compuler equipment, operation soffware and other data processing
equiomant
Investmeant Expenses 143,284
Banking, management arnx cuslodial fees
Total $ 26,966,530

This eahibil refocks e cash syl of tha oper ating expansis and doas not induda T charnge by assed and Tabily acourd balanses oo cash basis.
* For tha prarposs o 15 exiB eoles fon expenses ae recordsd at of prorum rechved, Thatcld tedasstion of prarnium coteclad for hese erpirses loldls $15.359.
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