May 21, 2009

Michael F. Krimmel, Chief Clerk
Commonwealth Court of Pennsylvania
628 South Office Building

Harrisburg, PA 17120-0001

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

Dear Mr. Krimmel:

Enclosed for filing, please find an original and two'(2) copies of the Liquidator’s 2609 -
Budget and Petition for Approval of Administrative Expenses Paid for the Period July 1, 2008 '
through December 31, 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,

Amy Weber

Insurance Department Counsel

ALW:jlh
Encs.

pennsylvania

INSURANCE DFPARTMENT

CAPITOL ASSOCIATES BUILDING | 901 NORTH 7™ STREET | HARRISBURG, PA 17102
Ph: 717-787-6009 | Fx: 717-772-4543 | www.insurance.state.pa.us




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

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

Plaintiff,
V. : Docket No. 182 ML.D. 2002

Villanova Insurance Company,

Defendant.
ORDER

day of , 2009, upon consideration of the

_AND NOW, this
_ Statutory Liquidator’s 2009 Budget and Petition for Approval of Administrative Expenses Paid
for the Period July 1, 2008 through December 31, 2008, the Petition is hereby GRANTED. .

BY THE COURT: '

MARY HANNAH LEAVITT, J.




IN THE COMMONWEALTH COURT OF PENN SYLVANIAp
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Joel S. Ario, Insurance Commissioner of*
the Commonwealth of Pennsylvania,

Docket No. 182 M.D. 2002

Plaintiff, :
V. :

Yillanova Insurance Company,

Defendant.

Joel S. Ario, 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 2009
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, 2008 through December 31, 2008.

SUBMISSION OF 2009 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
Combineld Operating Expenses (Budget) for Legion Insurance Company (In Liquidation) and
Villanova Insurance Company (In Liquidation), which includes the Liquidator’s budgeted items
for the cost of professional services, including Legal Fees, IT Services, and Professional and
other Services, as well as the necessary administrative expenses for Villanova, Which include,
among other items, salaries, benefits énd rent (collectively “the 2009 Budget”).

PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES PAID

3. Prior to receivership, Villanova, Legion Insurance Company (“Legion”) 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.Indemnity. Following entry of the Court’s Orderé placing Legion and
Villanova into liquidation in July 2003, the expenses were allocated 90% to Legion and 10% to
Villanova. The several schedules attached to this Petition represent the expenses paid by Legion
and Villanova on a consolidated basis, including all common expenses, before any allocation.

4, Pursuant to the Court’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 Januafy 1, 2008 through June 30, 2008 was approved by the Court on Octobef
21, 2008.

5. The Liquidator respectfully petitions the Court for approval of his administrative

expenses paid for the period July 1, 2008 through December 31, 2008, 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, Professional Fees & Expenses and Legal Fees & Expenses for the period July 1,

2008 through December 31, 2008,

6. The Affidavits of the Chief Liquidation Officer and the Vice President and Chief
Financial Officer in support of the Liquidator’s submission of the Petition for Approval of
Administrative Expenses Paid, and the Certification of Department 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,

W&/LQ?{MJ

Amy L. W¢bkr (LD. No. 45447)

Department Counsel for Insurance Department
Governor’s Office of General Counsel

Capitol Associates Building

Office of Liquidations, Rehabilitations

and Special Funds

901 North 7™ Street

Harrisburg, PA 17102

(717) 787-6009°

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

as Statutory Liquidator of Villanova
Insurance Company (In Liquidation)

1

DATED: 5/7/‘ /""r




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario,
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 JOSEPH ZARANDONA IN SUPPORT
OF THE LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JULY 1-DECEMBER 31, 2008 2008

1, JOSEPH ZARANDONA, hereby depose and state as follows:
1. I 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 Liquidator’s 2009
Budget for the Estates (the “Budget”) and Petition for Approval of Administrative
Expenses paid for the period Julyl-December 31, 2008.

3. Based on my review of the Bﬁdget, my personal knowledge and business
expetience, 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

material respects the Estates’ expected expenses for 2009.




4, I know of no significant expenses or outlays for 2009 that are not included
in the Budget.

5. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period July 1-December 31, 2008 fairly presents in all material
respects the administrative expenses paid by the Estates for the period July 1-December

- 31,2008.

6. . My certification is made in reasonable reliance on the work of qualified
staff and the Estates’ internal proceaures for financial operations, planning and
budgeting.

7. I verify that the matters stated therein are true and correct to the beét 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.

DONA

Sworn to and subscribed before me
this;X) th day o 2009.

Y PUBLI

QMMONWEMTH OF PENNSYLVANIA
Notariat Seal
Maureen Greenfleld, Notary Public
Clly Of Pnilade!phua, Philadelphia County
My u)rrrm ngion Expiras Dec, 23, 2010

denmer, Aanendvsris Aracciation of Motaries




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario,
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 GERALD V., BEHR IN SUPPORT OF THE
LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JULY 1-DECEMBER 31, 2008

I, GERALD V. BEHR, hereby depose and state as follows:

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

2. I assisted in and directed the preparation of the Liquidator’s 2009 Budget
for the Estates (the “Budget”), and make this certification in reliance on the assistance
and suppbrt of qualiﬁed staff and the Estates’ internal procedures for financial operations,
planning and budgeting.

3. I certify that the Budget is appfopriate and fairly presents in all materials

respects the Estates’ anticipated expenses for 2009 for the following areas of expected

H

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
program for dlsplaced 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 age;nt and third party administrators,
the Estates’ defendant issues and liquidation issues. .

F. Professional Setvices: “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 premivm and other fees and fees to outside
3

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 oversighf of the
Estates; and insurance for ﬁdeiity and surety bonds on employees, general
liability insurance, Dix;ectors and Officers and omissions coverage for directors

and personal property coverage.

4. I know of no si gnificant expenses ot outlays for 2009 that are not included
in the Budget.

5. I certify that the Petition for Approval of Administrati.ve Expenses paid for
the period July 1-December 31, 2008 fairly presents in all material respects the Estates’

paid administrative expenses for the period July 1-December 31, 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

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, operatiﬁg 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
expenditureé to outside law firms for matters related to reinsurance litigation,
policyholder collections, man;clging genefal égent and third party administratofs,
the Estates’ aefendant 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 other office
supplies; transpoi'tation, 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.

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

Expenses paid for the period July 1-December 31, 2008 fairly presents in all material




respects the administrative expenses paid by the Estates for the period July 1-December
31, 2008.

7. I verify that the ma;cters stated therein are true and cortect 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.

Conad) Lok

)RALD V. BEHR

Sworn to and subscribed before me

this 20 th day of Mﬁ_)f , 2009.

Nowlat Senl

wiaan Groonlleld, Notary Pubills

v ladelphly, Phnadstphla oty
nfoiasion Explres Dac, 8%, o]

C Pgnnsylvania Assoclation of Nuw‘ag




CERTIFICATION -

I, Amy L. Weber, Office of General Coﬁnsel, 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 Villanova Insurance Compan& (In Liquidation). I have read the Combined
Cash’ Basis Aﬁalysis for Legién Insurance Company (In Liquidation) and Villanova Insurance
Company (In Liquidation) and certify that the Legal Fees and Expenses stated therein for the
period July 1, 2008 through December 31, 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.

WL-/L/QM{W

Amy L. \ggber
Insurance Department Counsel

Déted; \S'/ z! / 29




EXHIBIT




Legion Insurance Company (In Liquidation)
. Villanoval Company (In Li tion)

COMBINED OPERATING EXPENSES (BUDGET)
{$ In Thousands)
2008 2009
Staffing
Full Time 208 179
Part Time - -
C tor Help 18 23
Total Staffing 226 202
Yearto Date % of Total ii Yearto Date % of Total
2008 Budget  Operating i 2009 Budget Operating
G & A Expenses.
Salarles $ 25,900 29,849 63.4%
Salary and overtime compensation for all Leglon employees and the cost of temporary help and f
services ulllized. Also Includes the p Je tion program and comy tion progrem for
displaced Leglon employees.
Benefits 4,500 4,100 7.3%
Expenses Incurred for employee group health, life and disabillty programs, 401(k) contributions, employee
Ining, workers' comp tion I and FICA and Federal and stare unemployment taxes.
Occupancy 3,400 2,945 5.3%
Lease exp for both Milwaukee and Philadelphia locations, utility and office maintenance expenses for
leased premi rds retention, fumiture repair and maint p and rental costs for postage
and copler/fax equipment.
Equipment 4,400 3,705 6.6%
Dapreclation exp for EDP equipmenl, operating and applications sy t fware and depreciation of
office fumiture end fixtures and leasehold imp ts. Also Includes p and repalrs for all other
equipment used by Leglon,
Legal Fees and Expenses 6,200 5,500 9.8%
Legal retainers and fees to oulside law firms for malters refated to rell litigation, policyholders
llecti Ing g ! agent and third party administrators, Leglon dant Issues and liquldation
Issues.
Professlonal Services 7,700 8,117 10.9%
Fees for outsourced reinsurance services, audit and tax consulling fees of independent CPA firms, fees fo
oulslde firms for actuarial consulting services, management consulling services, feas for collection of overdue
premium and other fees and fees fo oulslde firms for technology support and ¢ I
Other 3,700 3,859 6.9%
Telephone, postage, express mal, printing and freight exp Also Includes cost of letterhead, Jop
and other office suppllss, transportation, meals, lodging and olher costs of employaes while traveling, costs of
the PA Insurance Department for the oversight of the Legion and Villanova estates and insurance expense for
fidelity and surely bonds on employees, general liabllity Insurance, Directors and Officers and omisslons
coverage for directors and personal property coverage.
Total Exp 55,800 55,876 400.0%
Large Deductible Collection Revenue
Ravenus from the estate recelved for the collectlon of large deductible recoveries on behalf of the guaranty
assoclalions. (300) (400)
Net Budget $ 55,500 56,476




EXHIBIT
B




Legion Insurance Company (In Liquidation)
Villanova Insurance Company (In Liquidation)
COMBINED CASH BASIS ANALYSIS
July 1, 2008 to December 31, 2008

Staffing - Average for the Period
Full Time 199
Part Time 1
Contractor Help 28
Total Staffing - Average 227
% of Total
For the Perlod Operating
' G & A Expenses
Salarles $ 11,230,231 53.5%
Salary and overtime compensation for all Legion employees and the cost of temporary help and
contractor services utilized. Also includes the performance compensation program and compens ation
program for displaced Legion em ployees.
Benefits 1,370,460 6.5%
Expenses Incurred for employ ee group health, life and disability programs, 401(k) c ontributions,
employee training, workers' compensation Insurance and FICA and Federal and s tate unemploy ment
taxes,
Occupancy 1,333,609 8.4%
Lease expenses for both Milwaukee and Philadelphia locations, utility and office maintenance
expensas for leased premises, records retention, furniture repair and maintenance ex penses and
rental costs for postage and copier/fax equipment.
Equipment 1,448,657 6.9%
Depreciation expense for EDP equipmen l, operaling and applications systems software and
depraciation of office fumiture and fix tures and leasehold improvements. Also includes purchases and
repalrs for all other equipment used by Legion.
Legal Fees and Expenses 2,043,910 9.7%
Legal retalners and fees to outside law firms for matlers related to reins urance litigation, policyholders
collections, managing general age nt and third party administrators, Legion defendant Is sues and
liquidation issues.
Professional Services 2,525,208 12.0%
Fees for outsourced reinsurance services, audit and tax consulling fees of independent CPA firms,
fees to outside firms for actuarial consulting services, management cons ulting services, fees for
collection of overdue presmium and other fees and fees to oulside firms for technology support and
outsourcing.
Other 1,021,516 4.9%
Telephone, pos tage, express mail, printing and freig ht expenses. Also includes cost of letterhead,
envelopes and other office supplles, transportation, meal s, lodging and other cos ts of employees
while traveling, costs of the PA Insurance Department for the overs! ght of the Legion and V illanova
estates and insurance expenses for fidelity and surety bonds on employees, general llability
insurance, Diractors and Officers and omissions coverage for directors and pers onal property
coverage,
Total Expenses 20,971,592 100.0%
Capital Expenditures 35,060
Purchases of personal computer equipment, operation software and other data pr ocessing equipment
Investment Expenses 382,652
Banking, management an d custodial fees
TPA Payments 62,909
Payments made to ex ternal TPAs for services rendered during rehabilitation period,
Total ' $ 21,452,212
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