GOVERNOR'S OFFICE OF GENERAL COUNSEL

Augusi 13, 2008

Michael R. Krimmel, Chief Clerk
Commonwealth Court

628 South Office Building
Harrisburg, PA 17120-0001

c1909230Y ¢

Re:  Joel S. Arlo, Insurance Cammissioner of the Commonwealth of
Pennsvlvauia V. “PillanoyiaiInsupasice Compan
No. 182 M.D, 2002 '

Deat My, Krimmel:

Enclosed for filing, please find an otlginal and two (2) copies of the Second Quatter 2008

Financial Repott of the Iiquidator Pursuait to Order Dated July 1, 2004 regarding the above-
referenced matfer,

As directed by the Cowt’s Order, we ate also enclosing copies of the documents on a
computer disk,

Thank you for your couttesies in filing the documents.

Very truly yours,
Am . Weber
Speeial Funds Counsel
ALW:jlh
Bnes,

CAPITOL ASSOGIATES BUILDING | 801 NORTH 7™ STREET | HARRISBURG PA 17102 ‘3ﬂ pennsylvania
Ph: 747.787-6000 | Fx: 747-772-4643 | » (ESURALICE DEPARTHLNT




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel 8. Ario, Insurance Commissioner,
Commonwealth of Pennsylvania,

Plaintiff,
\2 . No. 182 M.D, 2002

Villanova Insurance Company,
Defendant,

Joel Scott Ario, Insurance Commissioner of the Commonwealth of Pennsylvania, in his
official capacity as Statutory Liquidator (the “Liquidator”) of Villanova Insurance Company
(“Villanova™), through his undersigned counsel, hereby submits this Second Quarter 2008
Finaneial Report (“Report”) pursuant to this Court’s Order of July 1, 2004
REPORT

A, Special Purpose Statements of Assets and Liabilities

| Attached hereto as Exhibits “A” and “B” ave Special Purpose Statements of Assets and
Liabilitics for Legion Insurance Company (“Legion”) and Villanovs, respectively, as of June 30,
2008. As reflected i the Note accompanying these Statements, they have been prepared on a
unique financial reporling basis, subject to the several assumptions and qualifications stated
therein, The Statements reflect that, as of June 30, 2008, the Assets, Liabilities and Net Surplus

(Deficit) of Legion and Villanova are as follows:
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Assets Liabilitics Net Surplus (Deficit)
LEGION $2,622,000,000 $3,314,600,000 ($692,600,000)

VILLANOVA $250,700,000 $508,900,0600 ($258,200,000)

B. Statements Refleeting Statutory Capital and Surplus Accounts

Attached heteto as Exhibits “C” and “D” are Statements reflecting the Statutory Capital
and Surplus Accounts for Legion and Villanova, respectively, for the period December 31, 2001
through Jung 30, 2008. As reflected in these Statements, as of June 30, 2008, Legion has a Net
Deficit of $692,600,000 and Villanova has a Net Deficit of $258,200,000. All cash receipts and
disbursements including investment transactions are reflected in the monthly cash flow
summaties (see ltem C, Monthly Cash Flow Summaties, below). Also, the Liquidator has
provided an expense analysis comparing, by cafegory of expense, budget with actual accrued
expenses (see Item D below),

C. Montlly Cash Flow Summarics

Attached heteto as Exhibits “E” and “F” are cash flow sumumaties on a monthly basis for
Legion and Villanova including investment transactions, respectively, for the perlod July 1, 2007
through June 30, 2008, The summaries also reflect an adjustment for marking the investments to
market and other adjustments as of June 30, 2008, As reflected in these statements, the ending
available cash and investments (net of payments) at market value as of June 30, 2008 for Legion
and Vilfaﬁova is $788,600,000 and $76,200,000, respectively.

D, Combined Expense Analysis

Prior fo receivership, Legion, Viltanova and Legion Indemnity Company (“Indemnity”)
operated with an expense sharing agreement pursuant to which Legion pald the common

expensos for all three companies through July 2003, Under the expense sharing agreement,
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common expenses were atlocated 80% to Legion, 10% to Villanova and 10% to Indemnity.
Following entry of the Court’s Or(iers placing Legion and Villanova into liquidation In July,
2003, the expenses were allocated 90% fo Legion and 10% to Villanova. The several schedules
attached to this Report relating to expenses (Exhibits G and H) represent the expenses paid or
incurred by Legion and Villanova on a consolidated basis, including all common expenses,
before any allocation.

Exhibit “G" is a schedule reflecting the combined incurred expenses of Legion and
Villanova from Janusty 1, 2008 through Jone 30, 2008 together with a comparison, by category
of expense, botween 2008 actual and 2008 budget and between 2007 and 2008 actuals, As
reflected in the Statement, the fotal combined expenses through June 30, 2008 are $24,697,000,
which is 16.5% less than the 2008 budget and 11.6% more than 2007 actuals, There have been
no significant unfavorable variances between the budgeted and actual accrued expenses, In
addition, the schedule reflects $240,000 of revenue, which is 100.0% more than budget, related
to collection of large deductible recoveries as provided for by Penusylvania statute Act 46.
Lastly, the schedule lists unbudgeted revenue of $40,000 related to expense reimbursement fiom
a non-insurance affifiate,

E., ~ Professional Sexvices Paid and Incurred

Attached hereto as Exhibit “H” is a schedule reflecting the amounts which the Liquidator
paid to or amounts which the Liquidator has incurted as a yesult of the performance of services
by various professional vendors, including law firms, accounting and actuarial firms, consultants
on reinsurance and other matters, premium audit and collection ser.viccs, and other litigation and
support service providers, during the period January 1, 2008 through June 30, 2008. The
schedule is broken down by month, with a year-to-date total through June 30, 2008 (before

adjustments for changes in accrual and other non-cash transactions) of $4,672,665,
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E. Administrative Expenses

Exhibit “G” Combined Expense Analysis, provides the acorued administrative expenses

of the estate including salaries and employee benefits for the period January 1, 2008 through

June 30, 2008 except for certain guaranty association expenses that may qualify as administeative

expenses of the estate, Exhibit “H,” Professional Services Paid and Incurred provides additional

detail.

G. Reinsurance Recoverab!es Due or Billable Nei

Detailed information relating to reinsurance recoverables of the estates due or billable net

as of Tune 30, 2008 is submitted as Exhibits “I” and “J” respectively.

Dated; August 13, 2008

Respectfully submitted,

WC. /JM

Amy L.(Weber (LD, #45447)

Special Funds Counsel

Office of Liquidations, Rehabilitations and
Special Funds

901 North 7th Street

Harrisburg, Pennsylvanta 17102

(717) 787-6009

Counsel for Plaintiff Joel S. Atio, Insurance
Commissioner of the Commonwealth of
Pennsylvania acting in his official capacity
as Statutory Liquidator of Villanova
Insutance Company
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Leglon Insuranco Company {In Liquidation}
Speclat Purpose Statement of Assats and Liabilitles*
Juna 30, 2008 and Docember 31, 2007
{in Fillllens of Doitars}

6{30/2008 1213412007
ASSETS
Cash and shorl duratlon Investments:
Liguld socurilies $ i62.8 $ 1323
Moneoy maiket dapostis 626.8 5588
Tolal Invesied assels 7888 6909
Premium balances 0.2 0.2
Eslimated losses and loss adjuslment expense reserves - ceded 1,053,3 $179.2
Reinsuranca racoverables dus or billableg, nset 4239 5059
Early accass advances 280.7 2743
Stale daposils and unapplied stale deposits avaltablo for early access 134 13.4
Paosl ilquldalion claims pald on behalf of guaranty assoctations - -
Amounls to bs distdbuted per Act 46 14.7 179
Other assels 41.6 53.0
Totaj Assels $ 26220 $ 27345
LIABILITIES
Estimated Priorily Class
A - Adminlstcative oxpenses,
Ligukiatos expensos Incurred sinee liquidalicn § 2323 2011
Liquidator expenses pald since Uquidation {218.4) (185.1)
Liguidator expenses 139 6.0
Guaranty associations’ pald ULAE reported 815 95.8
Guaranly assoclations' reserves ULAE 22.6 14.6
Total ¢ 1239 $ 116.3
B - Claima {or policy bensefils:
Guaranly asscdlatlons pald (inciuding large deductible) 1,179.0 1,124.9
Llquidator valued NODs accopled 18.9 7.6
Eslimated raseves 1,666.2 17227
Totat 2,761.1 2,856.2
C - Fedaral government clalme - -
D - Cortain employoa clalms . -
E - General cradllor claims:
Guaranily assodatlons paid 28.4 18.3
Liquidator valued NODs accepted 17,3 165
Estimated reseives 288.3 200.9
Tolal ) 342.0 325.7
F - Slale and focal government clalms
Liquidator valued NOBs accepted 104 7.9
Eslimated reserves 49.3 51.4
Total 50.4 §9.3
G - Late filsd claims
Liguidator valued NODs accepted 1.3 0.6
Anclitary Recavarships:

Post liquidation ¢lalms pakl, gross 43,3 3.7

Eslimated losses and loss adjustment expanse feserves - direct 544 48,6

Offsot of unapplied lqukiated slatulory deposlt (70.8} (70.8)

Post liquidation cfalms, nel ) 26.9 . 175
Tolal llabilitles 3,314.8 3,3745
Mot surplus (deficlt} 5926 340.0
Tolal Liabifittes and Surplus (Daftct) $ 26220 $ 27348

* Seo Noto lo Special Purpose Statement of Assels and Liabiilles

Exhibit A
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Villanova insuranee Company {In Liguidation)
Speclal Purpaso Staletnent of Assats and Liabilifes*

June 30, 2008 and Dacember 31, 2007

{in #illlons of Dollars)

ASSETS
Cash and short duratfon [nvesimonts:
Liquld securiles
Money market deposlls
Total lwesled assels
Pramlum balences
Estimated lossos and loss adjusimient exponse rfesoives - caded
Relnsurance recoverales due or billable, not
Early access advancas
Stale deposlis and unapplied stalo deposits available for ealy access
Post liquidation clalme patd on behalf of guaranty assodlallons
Amounts to be distributed per Act 46
Olher assels
Total Assels

LIABILITIES
Estimated Priority Class

A - Adralnislrative expenses:
tiquldator expenses Incusrad since luklalton
Liquidalor expenses pald sinca Hiquidation
Liguldator expenses
Guaranly assoclations' pald ULAE reporied
Guaranly assoclallons' resarves ULAE
Tolat

B - Clalms for policy bonefils:
Guaranly assodiallons pald {ncluding farge deductible}
Liguldator valued NODs accapted
Eslimaled reseives
Tolat

G - Federal government clalms

D - Certain employas clalnis

€ - Goneral creditor clalms:
Guaranly assoclalions pald
Liquldater vatued NODs accepled
Eslimated raserves
Tolal

F - Siale and local government clalms:
Liguidator valued NODs accepted
Eslimated resarves
Total

G - Late filed clalms:
Liquidator valusd NODs accaptad

Anciflary Racolveiships:
Post Hquldation claims pald, gross
Estimaled losses and loss ad]ustment expenge reserves - direct
Offset of unapplied quidated stalutory deposit
Post liquidation clalms, ne!
Total labllities

Net surplus {doficl}
Total Liabllitles and Surplus (Deficlt)

+ 584 Note to Spaclal Purpose Statement of Assels and Liabliites

2

Exhibdl B

8130/2008 12/31/2007
- $ .
] 76.2 623
762 623
0.3 0.2
66.8 84.8
6.0 86.3
35.2 34.9
14 12
3.2 46
N3 80
260.7 S 2093
$ 244 $ 229
S 2208 21.3
0.5 16
156 22.1
125 59
$ 288 $ 206
2134 1099
0.2 .
2304 253.7
— 4431 463.8
68 2.4
16 1.3
__ 22 339
203 37.6
22 2.0
23 2.5
T 48 4.5
22 1.8
3.0 2.8
(2.3} 2.2)
' 2.9 2.4
£08.9 527.7
(268.2) L (2aB4)
3 260.7 § 2823




Legion Insurance Company (In Liguidation) and
Villanova insurance Company (in Liquldation)
Note to Special Purpose Sfatement of Assets and Liabilitles

The spacial-purposs statements of assets and liabililles of Leglon Insurance Company {In
Ligquidation} and Villanova insurance Company (In Liquidation) are prepared on a unigue financial
reporiing basls In that the statements do not reflect the effoct of the companiag’ liquidation. The
ligquidation process wifl resuit in the realizatlon of amounte on transfer or disposilion of asssis and
in the salisfaclion of iiabliilies at amotnts that may be substantially different than lhose reflected
in the acconpanying statements of assets and ifabliities. The statements do not include any
adjustments that might result from outcomes of the uncertaintios related to the fulure effects of
tha liquidation and varlous potentlal exposures, recoveries or hensfits. Spacilically, tha following
facls should be noled In reviewing the accompanying speclal-purpose slatements of assets and
liahilities:

» Eslimated priorily class of clalms front he Insurers’ estates s set forth In detail In Arlicle
V of {hs Commonweallh of Pennsylvania insurance Department Act of 1921 at 40 P.S,
22144, The classes are:

A Administrative expenses

B Clalms for pofley benefits

C Fedoral government claims

D Ceriaih amployes clalms

E General craditor ¢laims

F State and local government claims
G Late filed clalims

Note: Adminisirative oxpenses Include both the guaranty assoclallons’ expenses
related to administering the claims of the companias In liquidation and the
Liguidator's expenses,

» The amounts {o be distributed per Act 46 rapresent flunds collacted under iarge
deductible policles. These funds will ba pald, as outlined In Act 48, to those antities that
fundad the clalm payments.

« The recorded priorily class B reflected on the special-purpose statements of assels and
liabllities are based primarlly on guaranty assoctailon pald clalms, known caso reservas
and acluarlal eslimaltes of expacled fosses calculated prior to the companles entering
rehabllitalion, Sufficient credible data Is not yet avaliable fo update the aggregate
acluarial eslimates of reservas after the rehabililalion effsctive date due to the significant
changes In clalm seltiement and reserving processes triggered by the rehabllitation and
liquidation aclions;

« The stalements do not reflect any general provision for eslimated unreallzable
relnsurance recoverablo assels. The statements do reflect provislons for speciflc
reinsusance Insolvencies or other Industry known fagts which will likely result In
comproniised collactions;

+ Therels an eslimated provislon for current guaranty assoclation costs that have besn
Ineurred by the estatos;

« ‘There s no provision for fulure internat operating costs to execute ihe acliviiles and
responsibliities of the estates In the liquidation process through the date of the flnal
liquidation of the eslates,

The spacial purpose sfatements of assots and liabllittes 5 not Intendsd to be In conformity wilh
and may vary slgnificanily from generally accepled accotinting printiples and stalutory accounling
pracilces for a properly and casually insurance company as prescribed by the Nallenal
Assoclallon of insurance Commissioners. Cetlain presentation reclassifications have been made
lo reflect the estimated prlorlly classes.
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Legion Insurance Company (In Liguldaticn)
Statutory Gapital and Surplus Account
For the Period Oscombor 31, 2004 Thru June 30, 2008

{In Millions of Dolkars)

Surplus as Rogjards Pollsyholiers, Baginning Balance

Nat Loss:
Undenvrliing Loss, Net
investment Income, Net
Other Exganse, Net
Loss Befora Incoine Taxes
Federal & Forelgn Ingome Taxes
Net Loss

Net Unroatizad Capltal Galns {Losses)

Change in Net Daferred Incomo Tax

Change In Mon Admiltled Assats

Change iIn Provision for Relnsurance

Changs In Surplus as Regards Pollcyholders for the Parlod

Surpius as Regards Policyholders, Ending Balanee

$

[T

3

2983

(1,137.1)
126.0
(2338
{1,041.0)
(224
(1,016.8)

(28.1)
(42.3)
134
22.7
390.9)

582.0)

Exhibit G
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D




Villanava insuraiee Gompany (In Liyuldatlon)
Statutory Gaplial and Swrplus Aceotint
Eor tho Perlod December 34, 2004 Thra June 30, 2008

{in Mitilons of Dollars)

Surplus as Regards Polieyholders, Beginning Balance

Mal Loss!
Undsrvrillng Loss, Nat
tnvestment incoms, Mot
Other Expense, Not
Less Bafore Ingome Taxes
Fadaral & Forslgn Incoma Texes
Net Loss

Net Unrealized Gapital Galns {Losses)

Change in Net Deferred Incoms Tax

Changa In Non Adrlited Assels

Change In Provision for Relnsurance

Change In Surplus as Regards Polleyholders for the Period

Surplus as Regards Polieyholders, Ending Balance

3 218

{130.0)
138
2.6
(318.9)
7.6
(126.4)

—_—

0.5

(162.5)
1.7

(285.8)

$ {258.2)

Exhibit O
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I




t.agtlon Insurance Gompany (In Liquidailen)
Relnsusance Recoyerablos Dup or Biilable, Net

Junp 30, 2008
Rasstuiee Aman,
MIPNEST EMFLOVERS CASUALTY COMPAYY H 1IBI5748
HAMHOVER RUCKYERSICHERUIGS AG 35
FIRGT EXCESS REINSURMNCE CORPORATICH 28783400
AYERIGAN SAFETY CASUALTY INSURANCE COMPANY 129248
QDYSIEY REGISURMNCE CORPORMION 1139200
AMERIGAN READNSURANGE COMPANY 4914404
GEALING GLOBAL REINSURMICE CORPORATION OF AMERICA 8204004
FOLKSAMERICA AEHSURANCE COMPANY 733103
SCOR REMHSURAHCE COMPANTY SHHIALS
TRANSATLANTIC REHSURANGE COMPANY &,H41,019
FEOERAL RISVRAHCE QOMPANT BOGTOH
ALEA EURQPE LMTED S351,153
MUTUAL I ROEMIATY (BERMURM, LTO, SAT4T41
XUREMISURNKE AMERICALYD 53525
CONRECTICHT QENERAL UFE RISURNICE COUPAHY 4730417
LLOVDS SYNOICATE #435 4514614
PHOEIAX BOME LIFE MUTUAL RISURANCE COVPANY 4225457
COREINSURANGE CONPANY I FE
EUFLOYERS REBISURAICE CORPORATION 3040
CHUDS ATLAHTIC IROSUNIY LITED 3
SWESTCHESTER FIRE HSURSNCE COMPANY A3
LLOYDS SYRNCATE R 63 3532055
LiCOLH ATIONML UFE LISURANCE COMPANT 213054
AMERIGAN HATIOHSL [HSURANCE COMPANY 25626609
ODISSEY AVERKA REHSURAHCE COAFORATION 24358460
J0HY HANGOCK MUTUAL LIFE LHSURANCE COUPANY 2353413
CHAJRTERNATIONAL RELHSURANCE COMPANT 2AT8H8T
MARTCVER UFE REASSURANCE COUPANY OF AVERICA 23ITAB
WESTPORT INSURANCE CORPORATION BRI
UHCOLN KATIGHAL HEALTH & CASUALTY HISURANGE COMPA 2,161,564
QERLING OLOBAL REHSURANCE CORPORATION OF AMERICA 2,153.813
AGE [HSURANCE SRV 4103063
LIFE REASSURANGE CORPORATION OF AMERICA FALLL 2
LOVDS SYNDICATE # t5} 2051, 13
HAHULIFE REDSURANCE CORPORATION (US4) 200413
TAUSTMARK LISURAKCE COMPMIY |Bib42y
UHDERVATIERS RENSURANCE COVPANY 1,302,783
LLOYDS SYHOICATE X 1245 $7243%%
BTAH VYORKERS COVFENSATION FUR(H i4q0.202
UOMAMERICA THSURAHGE CONPARY LTD A0
TRENACK AVERICA REINSURANCE CORPORATICH 1,330,400
LLOVOS SYIDIQATE #4670 1318457
§LOYDS SYNXCATE #3718 1,231,501
SLARTFORD FIRE IMSURMNCE COMPRIEY 124085
LLOYDS STHDICATE R 1173 1
QAo LTD f,1e8274
CHARTAELL REVSURANCE GOMPN R §.145,40
LLOYDS SYNOICATE # 352 1054373
AL Cr Bensrens (Le3s B S 0x LIC) 25407.05%
Pardng Clisens 133243413

Totdl Ramitwiarce ieomnabie 08 of tlitde, nat

$ 4?3:‘&9!951‘
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EXHIBIT




Vlllanova Insitrance Company {In Liguldafion)
Relnsurance Racovarables Due or Blllable, Net
June 30, 2008

Ralnsuier Amount
SWISS RENSURANGE AMERICA GORPORATION 6,237,821
GE REINSURAHCE CORPORATION 4,080,940
HANROVER RUCKVERSICHERUHOS AG 2,697,086
ALEA EYROPE LIMITED 2,696,288
HIDWEST EMPLOYERS CASUALTY GOMPANY 2,200,684
WESTPORT INSURANCE CORPORATION 1,923,380
FIRST EXCESS REINSURANCE GORPORATION 1,809,133
CHARTWELL REINSURANGE COMPANY 1,685,809
ObYSSEY REMNSURANCE CORPORATION 1,402,898
SWISS RE LIFE COMPANY OF AMERICA 1,093,678
GHUBB ATLANTIC INDEMNITY LIMITED 1,007,659
AU Other Refnsurers (Loss than $10 dus WiC) 8,923,276
Pending Cassions 30,386,211
Tolal Relnsurance recovarables dus of bllable, net 65,682,844

Exnibit &

Akl




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel 8, Ario, :
Insurance Commissioner of the
Commonyvealth of Pennsylvania

-

Plaintiff,

v Docket No. 182 M.D. 2002
Villanova Insurance Company
One Logan Squave, Suite 1400
Philadelphia, PA 19103

v S5 wm A8 48 e an S8 e

-

Defendant, :

AFFIDAVIT OF JOSEPH ZARANDONA
IN SUPPORT OF THE SECOND QUARTER 2008

FINANCIAL REPORT OF THE LIQUIDATOR

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

1, 1 aw Chief Liquidation Officer of Legion Insurance Company (In
Liquidation) and Villanova Insurance Cotmpany (In Liquidation)(“the Estates”), and am
vesponsible for overseeing their daily business operations.

2. 1 directed the preparation of and have reviewed the Second Quarter 2008
Financial Report of the Liquidator (“the Report”).

3. Based on my knowledge, the financial information included in the Report
fairly presents in all material respects the financlal condition, results of operations and
cash flows for the Second Quatter of 2008,

4. My certification is made in reasonable reliance on the wotk of qualified
staff and the Estates’ intetnal procedures for financial operations,

5 1 vexify that the matters stated therein are true and correct fo the best of my




knov ] i i
owledge, information and belief, and make these statements subject to the penafties of

18 Pa.C.5. § 4904 relating to unsworn falsification to authorities.

$worn to and subseribed before me
this{Z_th day ofWﬂﬂS.

Notarial Spal
Mauroan Greanfisld, Notary Public
ity Of Philadelphia, Philadelphia County
My Commbssion Explres Deo. 23,2010

Wember, Pennsywania Assoclation of Nofaries




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel 8, Ario, :
Insurance Commissioner of the
Commonwealih of Pennsylvania

2,
3
O

i
&/\.
Q

am sw

Plaintiff,

Y. Docket No, 182 M.D. 2002
Villaniova Insuranee Company
One Logan Square, Suite 1400
Philadelphia, PA 19103

4% ma wa ew me a4 Ak 4+ A=

Defendant,

AFFIDAVIT OF MICHAEL L QUIST
IN SUPPORT OF THE SECOND QUARTER 2008
FINANCIAL REPORT OF THE LIQUIDATOR

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

1. I am Seniot Vice President of Financial Operations for Legion Insurance
Company (In Liquidation) and Villanova Insurance Company (In Liquidat ion){(“the
Estates™), am a cutrently licensed Certified Public Accountant, and serve as Chiof
Financial Officer responsible for overseeing ali aspects of the Estates’ financial
operations,

2. 1 assisted in the direction of the preparation of the Second Quarter 2008
Financial Report of the Liquidator (“the Report”), and make this cerfification in veliance
on the assistance and support of qualified staff and the Bstates’ internal procedures for

financial operations,




3l

following;

I cerlify that the Exhibils altached to the Report fairly present the

A. Spectal Purpose Statements of Assets and Liabilities: Exhibits “A”

and “B” to the Report are Spectal Purpose Statements of Assets and
Liabilities for the Hstates as of June 30, 2008. As reflected in the Note
accompanying these Statements, they have been prepared on a unique
financial reporting basis, subject to the several assumptions and
qualifications stated therein,

B, Statements Reflecting Statutory Capital and Surplus Accounts:

Exhibits “C” and “D” to the Report ate Statements reflecting the Statutory
Capital and Surplus Accounts for the Estates for the period December 31,
2001 through June 30, 2008,

C. Monthly Cash Flow Summaties: Exhibits “B” and “F* ate cash
flow summaries on a monthly basis for the Estatos including investment
transactions for the period July 1, 2007 through June 30, 2008,

D. Combined Bxpense Analysig: Prior to receivership, Legion,

Villanova and Legion Indemnity Company (“Indemnity”) operated with
an expense sharing agreement pursuant to which Legion paid the common
expenses for all three companies through July 2003, Under the expense
sharing agreement, common expenses were allocated 80% to Legion, 10%
to Villanova and 10% fo Indemnily, Following entry of the Court’s
Orders placing Legion and Villanova into liquidation in July, 2003, the

expenses were allocated 90% to Legion and 10% fo Villanova. The




several schedules attached to the Report relating to expenses represent the
expenses paid or incutred by the Estates on a consolidated basis, including
all common expenses, before any allocation, Exhibit “G” is a schedule
reflecting the combined incurred expenses of the Estales from January 1,
2008 through June 30, 2008 together with a comparison, by category of
expense, between 2008 actual and 2008 budget and between 2007 and
2008 actuals. There have been no significant unfavorable variances
between the budgeted and actual acerued expenses,

3 Professional Services Paid and Incurred: Exhibit “H" is a schedule
reflecting the amounts which the Liquidator paid to or amounts which the
Liquidator has incurred as a resulf of the performance of services by
various professional vendors, including accounting and actuaiial firms,
consultants on reinsurance and other matters, premium audit and
collection services, and othet support service providers, during the period
January I, 2008 through June 30, 2008. Legal vendors, including law
firms and other litigation and support service providers, are broken out
separately on Bxhibit “H.”

G, Administrative Expenses: Fxhibit “G,” Combined Expense
Analysis, provides the acerued adminisivative expenses of the Estates
including salaries and employee benefits for the period J anuary 1, 2008
through June 30, 2008 except for certain guaranty association expenses
that may qualtfy as administrative expenses of the estate. Exhibit “H”

Professional Services Paid and Incurred provides additional detail,




H.  Reiosurance Recoverables Due or Billable Net; Detailed

information relating to reinsurance recoverables of the Estates due or
billable net as of June 30, 2008 is submitted as Exhibits “I” and “J”
respectively,

4, Based on my knowledge, the financial information included in the Report

fairly presents in all materlal respects the financial condition, results of operations and
cash flows for the Second Quarter of 2008,

5. I vorify that the matters stated herein 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,

Midll 2=

MICHAEL 1. QUIST

Sworn to and subseribed befoxe me R,

o 7
this {_fh day of 5”3 ,» 2008, Q\\\\\‘&szs_'ﬁ;_g%{%
“S" 4 v .’”- 6\ /'5
=t ]
205 U/ § §
N N E
r'f;// 4‘\ LITTTLL 00 ‘s:ti
Yy, Cr wi® \\\\\\
U




CERTIFICATION

I, Amy L. Weber, Special Funds Counsel, of the Office of General Counsel, assigned to
the Office of Liquidations, Rehabilitations 'and Special Funds of the Pennsylvania Insurance
Depariment, am duly authorized {o make this Certification for and on behalf of Joel 8. Ario,
Insurance Commissioner of the Comnonwealth of Pennsylvania, in his officlal capacity as
Statutory Liquidator (“Liquidator™) of Villanova Insurance Company. I am responsible for
reviewing the invoices and doctiments received from outslde counsel supporting the legal fees
and expenses for Exhibit H to the Second Quarter 2008 Financial Report of the Liquidator and I
certify that these 1éga1 fees and expenses are reasonable and necessary, I also have reviewed
Exhibit G, the Combined Expense Analysis for Legion Insurance Compaty (In Liquidation) and
Villanova Lnsurénce Company (In Liquidation), and cetlify that the legal fees and expenses
stated therein have been reflected aceurately. I understand that this Ceitificaiion is made subject

to the penalties of 18 Pa. C.8. § 4904 relaling to unsworn falsification to authorities.

Amy L{ Weber
Special Funds Counsel

Dated: Yl/ (‘g;/ of




