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COMMONWEALTH OF PENNSYLVANIA
INSURANCE DEPARTMENT

Office of Chief Counsel

Capitol Assaciates Bullding
901 North 7™ Stroet
Harrisburg, PA 17102

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

May 5, 2008

Michael F, Krimmel

Chief Clerk
Commonwealth Court

628 South Office Building
Harrisburg, PA 17120-0001

kE: Joel S. Ario, Acting Insurance Commissioner of the Commonwealth of
Pennsylvania v. Villanova Insurance Company,
No. 182 M.D. 2002 o

Dear Mr. Krimmel:

Enclosed for filing please find the original and two hard copies of the Liquidator's
Submission.of 2008 Budget and Petition for Approval of Administrative Expenses Paid for the
Period July 1, 2006 through : Decembe:r 31, 2007..

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,

Amy 6 Weber

Special Funds Counsel

ALW:mm
Enclosure




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

~ Joel S. Ario,
Acting Insurance Commissioner of the
Commonwealth of Pennsylvania
Plaintiff,
V. : Docket No. 182 M.D. 2002

Villanova Insurance Company

Defendant,
ORDER

And Now, this day of , 2008, upon consideration of the Statutory

Liquidator’s 2008 Budget and Petition For Approval of Administrative Expenses Paid for the

Period July 1, 2006 through December 31, 2007, the Petition is hereby Granted,

BY THE COURT:

MARY HANNAH LEAVITT, J.




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, Acting Insurance

Commissioner of the Commonwealth
of Pennsylvania

Plaintiff,

: No. 182 M.D. 2002
v. :

18002 AYR G-

Villanova Insurance Company

Defendant.

1t

LIQUIDATOR’S SUBMISSION OF 2008 BUDGET AND PETITION FOR
APPROVAL OF ADMINISTRATIVE EXPENSES PAID FOR

THE PERIOD JULY 1, 2006 THROUGH DECEMBER 31, 2007

Joel 8. Ario, Acting Insurance Commissioner of the Commonwealth of Pennsylvania
(“Commissioner™), in his official capacity as Statutory Liquidator (“Liquidator”) for Villanova
Insurance Company (“Villanova™), by and through his counsel, respectfully submits his 2008
Budget pursuant to this Court’s Order dated January 8, 2004 and his Petition for Approval of

Administrative Expenses Paid for the Period July 1, 2006 through December 31, 2007.

SUBMISSION OF 2008 BUDGET

1. On January 8, 2004, the Court entered an Order requiring the Liquidator, inter

alia, to provide the budget for the cost of professional services including expense

reimbursements and necessary administrative expenses for Villanova.

2. The Liquidator respectfully attaches as Exhibit A to this submission the 2008

Budget for Villanova, which includes the Liquidator’s budgeted items for the cost of professional
services, (including Legal Fees, IT Services, and Professional and other Services), as welt as the

necessary administrative expenses for Villanova, which include, among other items, salaries,

benefits and rent (collectively “the 2008 Budget”).

440
SRH%ONHOS
Y

A
RITY
G3A

YiHYAT
LuNao Bl




PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES PAID

3. Pursuant to the Order of January 8, 2004, 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; 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; 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; and, a petition for approval of administrative expenses paid for the period
January 1, 2006 through June 30, 2006, which was approved by the Court on March 20, 2007.

4 The Liquidator respectfully petitions the Court for approval of his administrative
expenses paid for the period July 1, 2006 through December 31, 2007, as set forth on the
attached Exhibit B, Combined Cash Basis Analysis, which were reasonable and necessary
expenses for the administration of the Villanova liquidation. An illustration of the expenditures
as a percentage of the total expenditures paid is attached as Exhibit C, including Combined Cash
Basis Analysis, Legal Fees & Expenses and Professional Sewiés Paid for the period July 1,
2006 through December 31, 2007.

5. The Affidavits of the Chief Liquidation Officer and the Senior Vice President of
Financial Operations in support of the Liquidator’s submission of the 2008 Budgetf;ld Petition
for Appro;/al of Administrative Expenses 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

accepting the 2008 Budget and approving the administrative expenses paid.

DATED: S/eS [of

Respectfully submitted,

Sty 4L

Amy L. Weber, Special Funds Counsel
L.D. No, 45447

Office of Liquidations,

Rehabilitations and Special Funds-
901 North 7" Street S
Harrisburg, Pennsylvania 17102

(717) 787-6009

Attorney for Joel S. Ario, Acting Insurance
Commissioner of the Commonweaith of
Pennsylvania, in his official capacity

As Statutory Liquidator for Villanova
Insurance Company (In Liguidation)




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, Acting
Insurance Commissioner of the
Commonwealth of Pennsylvania

e B WE b8

Plaintiff,

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

e W Am sw s we
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Defendant,

FLEE T

AFFIDAVIT OF JOSEPH ZARANDONA IN SUPPORT
OF THE LIQUIDATOR’S SUBMISSION.OF 2008 BUDGET AND
PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JULY 1, 2006 - DECEMBER 31, 2007

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

1. 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 directed the preparation of and have reviewed the 2008 Budget for the
Estates (the “Budget”) and Petition for Petition for Approval of Administrative Expenses
paid for the period July 1, 2006 - December 31, 2007,

3. Based on my review of the Budget, my personal knowledge and business
experience, and having considered information that I believe necessary to assess the
Estates’ projected expenses for 2008, including significant business developments and
trends, cash flow expectations, capital build projects, and fixed overhead costs such as

compensation and rent, I certify that the Budget is appropriate and fairly presents in all

materials respects the Estates’ expected expenses for 2008.




4, 1 know of no significant expenses or outlays for 2008 that are not include&
in the Budget.

5. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period July 1, 2006 — December 31, 2007 fairly presents in all
material respects the administrative expenses paid by the Estates for the period July 1,
2006 — December 31, 2007. |

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 unsworn falsification to authorities.

Lol
g

Sworn to and subseribed before me
this /0 th day or%ﬁ{, 2008,

G Mgiifeen Greerrﬁelc?ﬁm;ypubsc
Ot Phidaclpia, Pizdelohia Copnty

ssion Expires Dec. 23, 2010

M ; Al
ember, Pennsyivania Assoolation of Nofarigs




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel 8. Ario, Acting
Insurance Commissioner of the

Commonwealth of Pennsylvania :
Plaintiff, :

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

AFFIDAVIT OF MICHAEL L. QUIST IN SUPPORT OF THE

LIQUIDATOR’S SUBMISSION OF 2008 BUDGET AND PETITION

FOR APPROVAL OF ADMINISTRATIVE EXPENSES
PAID FOR THE PERIOD JULY {,2006 - DECEMBER 31, 2007

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

1. 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 assisted in and the directed of the preparation of the Liquidator’s: 2008
Budget for the Estates (the “Budget”), and make this certification in reliance on the
assistance and support of qualified staff and the Estates’ internal procedures for financial
operations, planning and budgeting.

3. I certify that the Budget is appropriate and fairly presents in all material

respects the Estates® anticipated expenses for 2008 for the following areas of expected

expenditure:




A Salaries; “Salaries” includes anticipated 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 program for displaced employees of the Estates,

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

C. Occupancy: “Occupaney” includes anticipated 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 anticipated expenditures for purchases
and repairs of all other equipment used by the Estates.

" E. Legal Fees and Expenses: “Legal Fees and Expenses” includes
_anticipated expenditures to outside law firms for matters related to reinsul:ahce
litigation, policyholder collections, managing general agent and third party
administrators, Legion defendant issnes and liquidation issues,

F. Professional Services: “Professional Services” includes

anticipated 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 anticipated expenditures for telephone,
postage, express mail, printing and freight expenses, letterhead, envelopes and
other office su;;plies; transportation, meals, lodging and other costs of employees
while traveling; costs of the Pennsylvania Insurance Department 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.

4, I know of no significant expenses or outlays for 2008 that are not included
in the Budget.

5. I certify that the Petition for Approval of Administrative Expenses paid for
the period July 1, 2006 — December 31, 2007 fairly presents in alt material respects the
Estates’ paid administrative expenses for the period July 1, 2006 - December 31, 2007
for the following areas of expenditure:

A. Salaries: “Salaries” includes expenses for salary and overtime
comfxensation for all the Estates’ employees, the cost of temporary help and _
contractor services, the performance compensation program, and a compensation
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 fumiture and
fixtures and leasehold improvements, and expenditures for purchases and repairs
of al] 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,
policyholders collections, managing general agent and third party administrators,
the Estates’ defendant issues and liquidation 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
firms for technology support and outsourcing.

G. Other: “Other” includes expenditures for telephone, postage,
express mail, printing and freight expenses, letterhead, envelopes and othc;f office
supplies; transportation, meals, lodging and other costs of employees while
traveling; costs of the Pennsylvania Insurance Department 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 propetty coverage.




6. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period July 1, 2006 — December 31, 2007 fairly presents in all
material respects the administrative expenses paid by the Estates for the period July 1,
2006 — December 31, 2007.

7. 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.

el rast

ICHAEL 1. QUIST

Sworn to and subscribed before me \\\\\\ GUEL L %

this 14™th day of Agp ] , 2008, Se i,
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CERTIFICATION

I, Amy L. Weber, Special Funds Counsel, of the Office of General Counsel, assigned to
the Office of Liquidations, Rehabilitﬁtions and Special Funds, of the Pennsylvania Insurance
Department, am duly authorized to make this Certification for and on behaif of Joel S. Ario,
Acting Insurance Commissioner of the Commonwealth of Pennsylvania, in his official capacity
as Statutory Liquidator (“Liquidator”) of Villanova Insurance Company. Ihave read the
Combined Cash Basis Analysis for Legion Insurance Company (In Liquidation) and Vilianova
Insurance Company (In Liquidation) and certify that the legal fees and expenses stated therein
for the period July 1, 2006 to December 31, 2007 are reasonable and necessary expenses to the
best of my knowledge, information and belief. I understand that this Certification is made

subject to the penalties of 18 Pa.C.S. § 4904 relating to unsworn falsification to authorities.

r ¢ el

Amy L./Wgber
Special Flinds Counsel

Dated: May S, 2008
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Laplon Insurance Company (In Liguidation)
Vilanova Insurencs Company {in Liguldation)
COMBINED EXPEHSE ANALYSIS
Budgat
(% In Thousands)

2007 2008
Staltfing - Average )
Full Time 28 = 212
Part Time 1 i t
Contrastor Help 21 =2 23
Total Statfing + Average 237 3 238
’%
Yearto Data %ol Tolal 35 YeartoDste % ofTotal
2007 Budget rath 2 2008 Budget _ Operating
G & A Expanses, ' £
Bataries § 2400 BMES %0 a54%
Salsry and ovefme compansation for #i Legion smphyees and the cost of femporaly help and
conlraclor Senvices USE 0, AKO inchades tha PRrformance compensation program and compeniation
program for displaced Logion emplyeds. 2
b
Bersfits 4300 TS 4,500 sA%
B
=3
Expansas incurred for amployes growup health, Be and diabily programs, 401(k) contributions, %
employae aining, workers' compansa¥on insurnce end FICA and Federal and stats unamployment ]
faxas. %
B
Oczupancy 3,400 G.ﬂ%g 3,400 8.1%
Loase expenses for both Mikwaukes arud Philadelphia kcations, ulify and office maklenance :1;
expenses for leased pramises, records ratenbon, fumiue rapair and miirfenance pxpanses and F
rental vosts for pastage and coplenTax epapabol. §
Equipment 4700 s.ané-g 4,400 T.9%
23
1%
Doprecialion expense for EDP equipment, operating and appfcations sysisms sofware and i’q_f
depraciation of office furmfum and Sxtwes and leasetiold improvements. Alsa includes purchases &
and rapers for 37 othar squipment used by Legloa. 5
=
Legal Faws and Expenses 1,008 12.35«.‘%’% 8,200 14.4%
Lega! ratainers and fees fo outsice faw fimns for matters rslated to relnsumnce Féigaton, E_:;
palcyholgers collsctions, managing gansral agent and third pardy sdministrators, Leglon defendand Ha
fesing and Fuidation fseues, ;iz%
e
Professional Services 3,700 1BI%S 7,700 13.3%
5
Feus for ousourced relnsurance $anices, auckt and tax consifing fees of independent GPA frms, 3
foes to outsice Srms for aciusiisl consuking seivices, managemant consuling senvices, fees for
codection of overtug prervum and other fees ind f2es fo outsids firms For technalogy support and
oUBsowTIng,
Other 4100 T agte BA%
Telophors, postage, expres mal, prinling and fnsigh! expenses, Also incidas cost of jetierbead,
envelopes #nd othar office supp¥es, transporisbion, maals, lodgng and ather costs of employess
withe travefng, costs of the FA Insuranca Departmant for the oversight of the Lepion and Vifanova
astale and nsurance expense for Bcwity and Surely bonds on amployses, geners! Rabisly insurance,
Director and Officars and omlssions coveraga lor Oireciors and parsonal propaity coverage, 3
Tota) Expenses &6,700 100.0% =t 55800 100.0%
g
Largs Daductible Collsction Revenus 800} £ {300}
Revenue from iha 055ate received for the codection of large deductible recoveries on behalf of he B2
guaranly assoclatons. g‘
Nt Budget ) 65,200 el ) £5,600
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Legion Insurance Company {in Liquidation}
Yilianova Insuance Company (i Liquidation}
GOMBIRED CASH BAS!S AHALYS!S
July 1, 2006 to December 34,2006
{$ In Thousands)

Stalfing - Averaae for the Parfod
Full Tiine
Pat Tima
Conira¢in Help

24

Yolsl Stafiing ~ Averigye

253

G & A Expenses
Salulas

Salary and overfime compsnsalion for 2t Legion employees and the cot of temporary help
#l conlrscior services vifzed. Also includes the padformance compensstion grogram snd

conmpensation program for thsplaced Leglon smployees.
Benefits

Expansey incurred for smployee oroup health, Me and cisabiily programs, 401k}
contrituBons, employes Fainbg, workee s’ compensation insurence and FIGA sid Faderal and
stite bimploy et taxes.

Occupancy

Loass sxpensas for both Miwaukes and Priadeohia lncations, Wity .and office mainienznce
sxpensey for leased premises, records retention, furnitore repak and maintanaixe exgenses
and redtal costs ke posiage and topierdax equipmant. *

Equipment

Deprecisiinn sxpease for EDP equipmen, oparsting end spplicalions systems sofiwars and
depradiation of office furiure and ficlures and leasehoid Improverments, Also inGudes
purchases ard repairy for af other equipment used by Lagion,

L2pa) Fees snic Expenses

Legal retainers and f¢ o3 jo oufskie Jaw Frms for matless reletad lo seknsur snce Migation,
poticybolders colections, maneging gevieral agent and third pacly sdainlstrafore, Legion
delandant issuag s Fukdstion issues.

Professional Services*

Fees for pidsourced relnsurance secvices, audi and 1ax consulting faes of indspendant CPA
frms, fees to outside frma kor actuscial constifing service s, maragemant consuiing servicas,
fees for coXection of ovevdue premivn and other foax arxt feas o oulside fims for tnchnology
suppor and cedsouccing,

Othar

Telephons, posizge, sxpress mal, printing and kreight sxpenses, Also includes cost of
Ietlartwad, envelopes and ofher office suppkes, Fansporiation, meals, lodgiog and other cosls
of smpfayses whils baveling. cosis of tha PA Insurance Depsitmant for the oversight of tha
Legion #nd V®anova extstes dnd insurance dxpense for fidelily and swvety bonds on
emplayess, penwral liabdly nswance, Diréctors 0d Officers and omissions coverpgs for
drachors sl peySorsal propesiy coverdge.

For the Pediod

% of Total
Opersiing

3 10,569

176

1385

3229

4022

1,073

TR

697%

5854

13.64%

15.98%

4,53%

Yotal Expenses

2,678

MY

Coollal Expendilures
Purchases of phrsonat compiler suipment, oparation Eofware and uther data processing
equipment

Irvestment Expenses
Benkdry, management and cusioos! fees

579

164

Yoial

3 24,418

This eabis nelects e cash 3¢ty of o cparaling aupicers vl dops nol intlade v changt iy aseal and Fabiify Accord bfaoas o4 & coh bardy,
“For Wb prpid o s b oidechon Dipanses 2 rooded nef of prischumsecalesd Tha boba ieduckion of praniam colcched 1 utss rpamts kids $H1

Came e




Leagion lnsuranes Company {ln Liquidation)
Villanovs Insurance Company (In Liquidalion)
COMBINED CASH BASIS ANALYSIS
January 1, 2007 to Decembaer 31, 2007
{$ In Thousands)

StaMMng - Average for the Perjod,
Full Time

Part Time
Contractor Halp

13

28

Totat S ~Avarage

238

G & AExpeises
Salaries

Salary and overime compenssbon for s¥ Legion amployees and the cost of lemporaly help
and contracior services vhifzed. Also incudes ths parformance compensation program and
compansaton program for dfsplacad Legion empicyeses,

Banefits

Expansys kncured Ror employes group heatth, ffe and dasily programs, 401(k)
oovttributions, employoe Haining, workers' compensation Instvance and FICA sad Federal and
stare wiamployment taxss.

Qecupansy

Leass axpensas R both Milwaukee and Phitadeiphia kcations, ubilly and offica maintenance
Bxpensas for lsasad prowises, recovds retention, Aurnduce ropae spd maindenance e1pensas
and rertal casts fov postsge and copierTax equpmant,

Eguipment

Depreciaton expensa kv EDP oquipment, operating and applicalions systens software ond
depraciation of ofice furnitur and Sxlwes and kessehold inmprovements. Also fncludés
pirchases and repairs for ol othor equipmen] s by Legion.

Legal Faes and Bxpenses

Lage! relainers and faes (o outside law Erma kv matters refsted to rpinsurance Rigstion,
policytolders colacBions, managing peneral agent and Ihind paity administrators, Legion
elordant issvas and Equidalion lssues.

Profassional Serviess*

Feoy for oudsouoed rainsirance services, audi and tax consuling fees of independent CPA
B, fees Jo outsida fms for acluarsl consuling services, managemen considling servicas,
faax Koy coection of overive premium and other fess and Feas fo oulsida Arma for fechnolagy
support and oUtsOUTing.

Orther

Telephone, poslege, express mal, prindng and freighl expanses, Also inciudes cost of
lottarhead, ervelopas and other olioa suppies, ranspoitetion, meals, lodglng end other Lasts
of anipioyeas whie fravelng, coxfs of tha PA Insurance Department for the aversight of the
Legion am! Vilanova estates and inswanos expense for Bdetly and surely bonds on
employees, genwal Babisly insurance, Direclors and OMicers and omissions coversga for
thracioes and porsonal propady coverags,

Forthe Farlod

% of Toml
Operating

$ 22,795

LT

2,885

2510

3,748

(4.1

2,381

0%

kA%

2%

4%

L3%

Telal Expenses

160.6%

Gapital Expendiures
Purchases of persoial compidor squipment, opevation soffwate and olher data processing
oquipment

Invastment Expansay
Banking, mansgement and cusfodial foes

Eat

Total

[ 448,923

Thia wstt robocts i cash schity of e cpustig sxpenshs rrd dous r Trohade e chirsge i el s Ty ol babnows o4 » tah Baia,
* For thy purposs of s st oobichon Bpecses it imcoxied el of preniss received. The ot riducton of grwrim ockected Kot hats paes ki $19,
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