COMMONWEALTH OF PENNSYLVANIA
NSURANCE DEPARTMENT
Office of Chief Counsel
Caphel Avsooktes Buikiing

201 Narth 7™ Strsat
Harreburg, FA 17102

Govemors Oflioa Phana (717) 7875005
* of Ganaral Counesl Fax 51%) 724543

June 12, 2007

Daniel Schuekers
Prothonotary
Commonwcalth Court

628 South Oflice Building
Harrishurg, I’A 17120-0001

RE: M. Dinpe Koken, Insaranes Commissioner of the Comipjonwvealth of

[enngvivania v. Legion Insurance Compagy,
No. 183 M.Ix. 20412 ,

Dear Mt. Schut;kcrs'

Az directed by the Coutt’s Onder we are alse enclosing copics of the documents on g
computer disk.

Thank you for your courtesies in filing lhe dovuments,

Very t1'ul:,r yours,

m eher

Speeinl Funds Counsel
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IN THE COMMONWEALI'H COURT OF PENNSYLVANIA

M. DIANE KOKEN, INSURANCE ;
COMMISSIONER OF THE :
COMMONWEALTH OF :
PENNSYLVAN EA,.' H

Plaintiff, :

t No. 183 M.D. 2002
v. r

*v ww

LEGION INSURANCE COMPANY,

- wn

Defendant.

ORDER
AND NOW, this ____ day of 2007, upon consideration of the
DPetition to Approve the Liguidator's Second Proposal tu Distribute Asscts to State
Insurance Guaranty Associations Pursuant 1o 40 P8, §221.36 it is hercby ORDERED as

follows:

1. The Liquidator’s Proposal is approved and the Liguidator iz authozed (o
muke an carly distribution of $165.4 million to the various Buaranty assogiglions in
accordance with (he terms of the Liquidator’s Fropasal, as parlial payment of claims for
adminisizative expenses, loss adjustment expenses and claims payments incurred by the
guaranty associations as a result of the liquidation of T;egipn Insurance Company {In

Liquidation).

-




. oy ——

2. The Liquidator shall make no other early distributions without further written

upproval of the Court,

MARY HANNAH LEAVITT, J.
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IN THE COMMONWEALTH CQURT OF PENNSYLVANIA

M. DIANE KOKEN, INSURANCE :
COMMISSIONER OF THE - :

COMMONWEALTH OF P
PENNSYEVANIA,

FPlaintiff, . ' »
No. 183 M.D. 2002

Y.

LEGION INSURANCE CQMPANY ,

Defendant.

LIQUIDATOR’S SECOND PROPOSAL TO IMSTRIBUTE ASSETS
TO STATE INSURANCE GUARANTY ASSOCIATIONS

PURSUANT TO 40 P8, §221.35

Petitiotier, Randolph L. Rohrbaugh, Acting Insurance Commissioner of the
Commonwenlth of Pennsylvania (“Commissionet™) in his olficial LHpacily a5 Statutory
Liquidator ("Liquidator™) of Legion Insurance Company (“Legion™) and Villanova
Insurance Company (“Villanova™), bersby petitions the Court for approval of the
Liquidator’s second proposal to distributc a portion of the Legion liquidation estate’s
assets and (he Villanova liquidation estate’s assets to state guaranty assoeislions |
{collcctively, “SGAS™) pursuant 1 40 P.8. § 221.36. In support of this Pefition, the
Liqui&ntﬂr respectfully represents the following:

. BACKGROUND

1. On March 28, 2002, the Commaonwealth Court of Pennaylvania placoﬂ

Legion and Villanova into rehabilitation and appointed the Commissioner to .serve as the

Retwbilitator of cach company effective April 1, 2002,

LY PETU NS
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2. CnJuly 25, 2003, the Court found that Legion and Villanova were
insolvent and appointed the Cunnnissioﬁcr to serve as Liguidator of Legion and as
Liguidulor of Villanova effective July 28, 2003 (the “Liquidation Oirders™),

3, The Department Act § 221.36(a) provides in part that,

.+ the liquidator shall make application to the
Commonwealik Court for approval of a proposal to
disburse assets out of such company’s marshaled assets,
from fime te time as such assets become available, to any
guarunty sssociation in the Commenwealth or in any other
state having substantinlly the same provision of law.

see 40 P53, § 221.36(n).

4. The statute further provides that the proposal shall include (a) reserving
amounts for the.paymem of administrative expenses and secured elaims; (b)
dighurgement of ussels murshaled fo date and the prospect of future disbursernents as
ussets become available; (c) equitable allocation of ‘dishumemenm toy each of the
associations entitled thereto; (d) the securing by the Liquidator of un agrecment from
each SGA 10 return agsets under eertain cireumstances to ensure pro rara distributions
arnongsl membwers of the samce class of creditors; and, {€) provides that the Liquidator
mAY require reports fo be made by the 8(Az coveri g matters a8 the Liguidator
derermines. §ee 40 P.8. § 221.36(b)(1-5), -

5. On November 9, 2003, after consultation with certain representatives of
the 3G As, the Liguidator filed a Proposal to Digieibute Assets (o Stale Insurance
Giaranty Assoviations und sought fo make a first distribution totaling $150 million from
Lcgion and Villanova to the 3GAs based on an equitable allocation formuls set furlh in
the Proposal,

6. Afierahearing on the Liquidator’s Proposal on Fobruary 8, 2006, this
Court by Orders dated Pebruary 10, 2006 authorized the Liguidator to make a |




first dish‘ibutiﬁn to the SGAs totaling $150 million frotn Legion and Villanova in
accordance with the equilable allocation formula set forth in the Liquidator's Propossl.

7. After the hearing and the Courl’s Order approving the Liquidatot’s
Proposal, on April 21, 2006, the Orcpon Insurance Guaranty Association ("OIGA™) filed
a Petition to Intervene with this Court 'alleg,ing that the Liquidator had misapplied certain
terms of the Relunding Agrcement requimd.to participate in the early distribution of
Legion and Villanova's assets, The Courl denied (hat application on June 10, 2006,
subsequently granted reconsideration to OIGA, and held an oral argumcnt at OTGA™s
roquest on November 28, 2006, By Order dated May 3, 2007, the Court granted OiGA’s
Petition to Iotervene but denied its Application for Relicf. -

SECOND FROPOSAL FOR DISTRIBUTION |

8. This eé:ly access distribution will be the second distribution to the SGAs
in the Legion and Vitlatova liguidations, The purpose of this Proposal 1s ( continue 1o
provide (he varipus SGAs with early access to the available funds of Legion and
Vilianova as an advance apgainst the SGA’s estimated administrative expenses, loss
adjustment expenses and ¢laims payments based on the equitable allocation formula in
the Liquidator’s initial Pn)p{)ﬂai'v'o Distributc Asscts fo Slale Insurunee Guaranty
. Associstions,

9. A current list of the $GAs who are eligible 1o receive a distribution
providing they have exceuled (he refunding agreements in accordance with the
Liquidator's initial Proposal is attached hereto as Hxhibit A; currently the only SGiAs not
participating sre Massachusetts, Now Hampshire, New Mexico and Oregon. The
Liguidator proposes to tmake the second early access distributions duseribed herein fo the
SGAs listed on Exhibit A that arc current signatories o the refunding ageesments, and
early access distributions will not be made to SGAs that continuc to clect not to

participate in the refunding agreements,
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10.  In additiom, und a5 a part of the early access Agreement, all of the SOAs
will be required to report to the Liquidator their elaim payment activity through June 30,
2007, including repottitg (he administrative expenses, loss adiustmenl expenses, snd
claim payménts made and spacial/statulory deposits used before the Liquidation Orders,
The Liquidator will, based on this information, be able to calculatc the amount of the
specisl/statutory deposits remaining, the amonnts that the $(GiA g have paid in
policyholdets elaims, and claims related expenscs and have information necessary for
reinsurance collection,

11,  The Liquidator proposes this sevond distribution of $165.4 million and
$26.8 million from the Legion and Villanova estates, respectivelj, 10 the vanouy SGAS ag
follows: 30%2 of the total 2007 distributicn to each SGA (hat has oxecuted the Refunding
Agreetnent provided that the SGA submits its ¢laims report as of December 31, 2006 in
a form acceptable to the Liquidator; and the remaining 50% of the total 2007 distribution
ta each $GA provided the SGA submits its claims report as of Junc 30, 2007 in a form
acteptable to the Liquidator.

12, Ifthe special/statutory deposits held by any state insutance department
at the date of liguidation, or those deposits, if any, agsigned (o (he SGAs for the state after
the July 28, 2003 cffcctive date of liquidation, have not been exhanstad by application-to-
(he first early access distribution and exceed the amount to be distributed in the sccond
distribution to the appliceble SGA 10 pay claims und administrative exfense&, then the
excess funds shall be handled in accordance with the Kefunding Agrecment, which was
approved by the Court on February 10, 2006.

PROFPOSED DISTRIBUTION FROM THE LEGION ESTATE

13.  Asof March 31, 2007, the Lepion estate had upproximately $631.3

million in liquid assets, and the estats continues to receive cash from teinsurance and

other recoveries, From this amount, the Liguidator proposes fo set aside a prudent

reserved amount of $465.9 million to cover the itets listed in the Departrment Act
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§ 221.36(b)(1) iucludmganticipated administrative expenses, secured creditors and
claims having g higher ptiority thun policyholders. The Liquidstor has set aside the
reserved amount to ensure the proper and equitable administration of the estate and the
protection ol claimants. The Liquidator will advise the Cowrt of fiuture changes in the
reserved amount at the time he files fulure proposals for carly scoess distribution,

14 The Legion estate’s liquid assets as of Margh 31, 2007, of approximately
$631.3 million, tess the $465.9 million reserved amounf, now leaves an available arnount
of approximately $165.4 million from which to make earl y access distributions to the
SQAS, At atty given lime, the amuunf of liquid assets availabls will fluctuate as the
aggregate amount of assets in the estate change and as adjustments are made to the
reserved amount,

15.  Based on the current amount of liguid assets, the Liguidator proposes
initially to distribute from the Legion estate $165.4 million in as yet unreimbursed SGA

adminisirative expenses, loss adjustment sxpenscs and claim payments.

FROPOSED MSTRIBUTION FROM TIIE VILLANQVA FSTATE

16.  AsofMarch 31, 2007, the Villanova estate had approximately $66.5

million in liquid assets, and the esigfe conlimues Lo receive tush from reinsurance and

+ other recoveries. Trom this amount, the Liguidator proposes to set aside a prudent

reserved amount of $39.7 million to cover the ilems listed in the Dépaﬂmam Act
§ 221.36(b)(1) including anticipated administrative expenses, secured creditors and
claims having a higher priority than policyholders. The Liguidator has sel aside the |
reserved amount to ansure the proper and equitable administration of the éstata and the
protection of claimants. The Liguidator will advise the Courd of fiture changes o the
reserved amount at the time he ﬁl‘es future proposals for early aecess distriibution, |
I7.  The Villanova estate’s liquid assets as of March 31, 2007, of
approximately $66.5 million, less the $39.7 million reserved amount, now leaves an

available amount of approximately $26.8 million from which (o muke carly vovess

-7-




distributions to the SGAs. At any given time, the amount of liquid assets available will
finctnate as the agprepate amount ui ussets in the estate change and as adjustments are
made to the reserved amount.

18.  Based on the current amount of liquid assets, the Liquidator proposes
initially to distribute [rom the Villanova cstate $26.8 million in as yet unreimbursed SGA.
administrative expenses, loss adjustment expenises and claim paytnents,

19,  The purpose of this Praposal is to continue to provide the various 8GAs
with carly access to the available fands of Legion and Villanovs a5 an sdvance against
the SGA’s estimated administrative expenses, loss adjustment cxpenses and claims
payments based on the equitable allocation formula approved in the Liquidator’s initial
Proposal to Distribute Assats 10 State Insurance Guaranty Assowiations,

20, The total 2007 distribution to each SGA is caleulated pursuant fo the
following formula: amounts cqual to the estimated respective 8(3A"s administrative
cxpenses, or class “a” claims {valued as of December 31, 20006), and, for purposes of the
2007 distributions, the peteentags of the puyments made for class *b” policyholder
¢laims will be dotermined by dividing total paid claims as of December 31, 2006
attributable to each jurisdiction, hy total paid claims for all jurisdictions, shall equal the
percentage of the early access payment 1o be distributed to each SGA:: Payments made to
Y{As for administrative cxponscs, logs adjustment expenses and policybolder ¢laims
shall represent payments made on account and do not indicate the Ligquidator’s
acceplanee of the reported ﬁgurﬁs. Prior to the discharge of the estate, the Liquidator will
make an evaluation of the claims of (he SGAx Any special or sistulory deposils assipned
to the 8GAs as early access funds and remaining after the second early sceess
distributivn, will bo set-oil apainst the amount of any further early access distribution

allocated o the individoal SGA, '
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21, liany special/statutory doposits held by any statc insurance depariment
at the date of Liguidation, or those deposits, if any, agsigned 1o the SGAs for 1he stale after
the July 28, 2003 effective date of liquidation, were remaining after the first early access
distribution and excerd the aenount to be distributed in the second carly sccess
distribution to the applicable $GA lo pay claims and administrative expenses, then the
excess funds shall be handled in acecrdance with the Relunding Aprecment.

NOTICE

22,  Purspant to 40 P&, § 221,36 (d), not less thun thirty (30) days prior to

the filing of the proposal for the distribution to the 8GAs, the Liguidatoe sent via certified

‘mail, first class postags prepaid, a notice that he would submit to this Court a proposal for

the distribution of assets from the estates (0 (he SGAs, This notice was given on March
30 or April 4, 2007 to the various SGAs and {o the insurance departments of the states
and oiher jurisdictions in which Lepion and Villanova were licensed to do insurance
business, and on April 4, 2007 to NOH1LCGA, setting Jorth the spproximate date on which
the filing of the petitien for distsibution is to be made. No objection or other response hag
buen reccived.

WHEREFORE, the Liquidator prays that this Proposal be heard and granted,

- -t that this Court issue an Order as follows: .

1. Approving the foregoing Second Propesal for early accesy disinbulions
tr the HCiAs from (he Logion and Villanova estates as set forth in paragraph 20 which is -
bused on the equitable allocation formulz upproved in the Liquidatoy™s initial Proposal to
THstribute Assuts to State [nsurance Guaranty Assogiations;

2. Authorizing (he Liquidator to make a second distribution of $165.4-
million from the Legion estata 1o the SGAs as set forth in paragraph 20 which is basad on
the equitable allocation formula approved in the Liguidator’s initial Proposal to

Distribute Assets to State Insurance Guaranty Associations;




3. Avthorizing the Liquidator 1o make a yecond distribution of $26.8

million from the Villanova estate to the SGAs as set forth in parageaph 20 which is based

on the equitable allocation formula approved in (he Liguidator's mitial Proposal to

Distribute Assets to State Insurance Guarsnty Associations; and

4, Authorizing the Liquidator to take any and all actions necessary to

accomplish the purposcs of the Order prayed for herein and to carry out the distributions

to the 5GAs.

DATEID: é/m{u*’lz

Respectiully submirted,

sy o plbhnc)

AMY L{WEBER (1.1, #45447)
Special Funds Counscl
Pennsylvania Insurance Department
Office of Chief Counsel

Capitel Associates Building

901 Nerth 7th Street

Harrisburg, PA 17102

(717) 7876009

Counscl for Randolph L. Rohrbaugh, Acling
Insurance Commissioncr of the Commonwealth of
Pennsylvania acting in his ollicial eapucily as
Statutory Liguidator of Legion Insuvance Company
and Villanova Insuronce Compuny
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EXHIBIT
A




EXHIBIT A (Leglon)

TIONS ELIGIBLE TO PARTICIPATE [N PROPOSED
DESTRIBUTION

GUARANTY ASS

Alaska Insurance Guaranty Association

Alahama Insurance Guaranty Associafion

Anizona Insurance Guaraiity Funds

Arkansas Property & Casualty (Guatanly Fund

SCF of Arizona

California Tnsurance (Guaraniee Azsociation

Dielaware Insurance Guaranty Assaciation

Western Guaranty Furtd Services - (Colorado, Muntany, Idaho, Washington, Kansas and
Wyorning Insurance Guaranty Associations)

Chraranly Fund Management Setvices — (Connecticut, New Hampshire, THstrict of Columbia,
Rhode Tsland, Maine, Vermont, Massachusetts and Virginia Insurance Guaranty Associations)
Flotids Insurance Guaranty Association

Florida Workers® Compensation Insurpnce Guaranty Association

Georgia Insurers Ingolvency Poul

Hawail Inurance Guaranty Association

Iowa Insurance CGaaranly Association

Hfineis Insurance Guaranty Fand

Indiana Insurance Guaranty Association

Kentueky Insurance Guaranty Association

Louigiana Insurance Guaranty Association

Property & Casualty Tnsueans Guaranty Corp. - Maryland

Micligan Properly & Casualty Guaranty Association

Minnesota Insurance Guarunly Association

Mississippi Insurance Guaranty Asgouialion

" Missouri Property & Casnalty Insurance Guaranly Association

Nebraska Property & 1.iability Insurunce Guaranty Association
Mevudy Insurance Guaranty Association

New Jersey Propetty - Liability Insurance Guaranly Association
Neow Jersey Workers' Compensation Scenrity Fund

Mew Mexico Insurance Guarenty Asgociafion

New York Stals Insurance Department

North Carolina Instrance Guaranty Associaiion

North Daketa Insurance Guaranty Association

Ohiv/West Virginia Guaranty Funds

Oklahoma Property & Casualty Insurance Guaranty Association
Oregon Insuranee Guranty Association

Pennsylvania Property & Casualty nsurance Guarunly A:-soclduon
Pennsylvania Workers' Compensation Fund




Prerto Rieo Property & Casvalty Insurance Guaranly Assotiation
South Carolina Property & Casualty Insutance Guaranty Association
South Dakolu Properly & Casualty Insurance Guaranty Association
Tennesses [nsurance Guaranly Assoclalion

Texas Property & Casualty Insurance Guaranty Association

Utith Property & Casulaty Insurance Guaranty Association
Wisconsin Insurunce Security Funds

Florida Workers Compensation Insurance Guaranty Associstion
Compensation Rating & Inspection Bureau

Alahama Lifa & Disability Insyrance Guaraniy Associatien
Alaska Life & Health Insurance Guaranty Asscciation
Atizona Lile & Disability Insurance Guaranty Fund
Arkansas 1.ife & Health Insurance Guaranty Association
Culifurniz Life & Health Insurance Guarantee Association
Colotado Life & Health Insuranee Proteclion Assoaation
Comnecticut Life & Health Insurance Guaranty Association
Delaware Lile & Health Insurance Guaranty Association
District of Columbia Life & Hlealth Insutance Guaranty Association
Flurida Eile & Heulth Insurance Guaranty Association
Georgla T.ife & Health Tnsurance Guatanty Association
Hawaii Lile & Disability Insurance Guaranty Association
Idaho Iife & Health insurance Chiaranly Association

[inois Lile & Health Insurance Guaranty Association
indiana Life & Health Insurancs Guaranty Associalion

Town Lili: & Health Insurance Guaranty Association
Kentucky Life & Health Insarance Guatanly Association
Louisiang Lile & Health Insurance Guaranty Association
Maine l.ife & Health lnsutance Guaranty Association
Maryland Lift & Health Insurance Guaranty Corporation
Massachusetts 1ife & Health Insurante Guursnly Association
Michipan Lifc & Health Insurance Guaranty Association
Minnesots Life & Health Insurinee Guaranty Associsiion
Mississippi Life & Health Insurance Guaranty Association
Misscuri Lilt & Heslth Insurance Guaranty Association
Montana Life & Ilealth Insurance Guaranly Associalion
Nebraska Lifc & Hezith Insurance Guaranty Association
Nevadu Lift & Health Insurance Guaranty Association

New Ilampshire Life & Health Insurance Guaranty Association
New Jersay Life & TTealth Tnsurance Cuaranty Association
New Maxico Life Insurance Guaranty Association

Life Insurance Cotnpany Guaranty Corporation of New York
Notth Dakota Life & Health Insurance Guaranly Association
Ohio Life & Heslth Insurance Guatanty Asscciation
Oklahoma Lile & Health Insurance Guaranty Association
Oregon Lilt & 1lcalth Insurance Guaranty Association




Pennsylvamiu Lifc & Health Insurance Guaranty Association
Association de Ghuerantee de Seguros ds Vida e Incapacidad de Puerto Rico

" Rhode Island Life & Health Insurance Guaranty Association

South Curolina Lifo, Accident & Health Tnsurance Guaranty Association

South Dakuvta Life & Health Insurance Guaranty Association

Tennessee Life & [lealth Insurance Guaranty Association

Texas Life Accident Tealth & Hospital Servics Insurance Guaranty Association
Utah Life & Health Insurance Guaranty Association .
Vermont Life & Heaith Insurance Guaranty Association

Virginia Life Accident & Sickness Insurance Guaranty Association

Washington Life & Disability Insarance Craaranty Association

West Virginia Life & Health Insurance Guaranty Association

Wisconsin Insurance Security Pund

Wyoming Life & Health Insurance Cruaranty Association




1IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Iviane Koken .
[nsurance Commissioner of the
Commonwealth of Pennsylvania

LI T

PlaintifT, :
Y. . : Docket No. 183 M.D. 2002

Legion Insnrance Company
One Logan Square, Suite 1400 :
Philadelphia, PA 19103 ;

Defendant.
AFFIDAVIT OF JOSEFPH DIMEMMO IN SUPFORT OF THE LIQUIDATOR'S

SECOND PROPOSAL TO DISTRIBUTE ASSETS TO STATE INSURANCE
GUARANTY ASSQCTATIONS PURSUANT T 40 P.8. §221.36

[, JOSEPH DIMEMMO, hetetry depose and state as follows:

1. I am Deputy Insurance Commisgioner for the Permsylvania Insurance
Deparimeni, Olfice of Liquidations, Rehubilitations and Spocial Funds and have general
eversight responsibility on behudf of the Department for the dircetion and policy for
Legion and Villanova and for all of thé cstates in rchabilitation and liquidation in -
Pennsylvania.

2. 1 make thig cettifization in support of the Liguidators Second Proposal (o
Diatribute Asscts to State Insuranee Guaranty Associations Pursnant to 40 P.8. §221.36,
which proposes to eontinue to provide participating state guamnty associations with early
feoess 1o the available funds of chion/and Villanova #s an advanee sgainst their
estimated adininistrative expenses, lass adjustment expenses and claims payments based
on the equitable allocation formula approved in the Liquidator's initial Proposal to

Disteibute Assets to Slale Insurance Guaranty Associulions.




3. This early aecess distribution will be the second distribution to the state
guaranty associations in the Legion and Villanova liquidations, The purpose of this
proposal is to provide the various puriicipating state guﬁanty associations with early
access to the available funds of Tegion and Villanova as an advance in payment of the
associations’ estimated sdmimistrative expenses, loss adjustment expenses and claims
paymeénts,

4, Prior to receiving any monigs from the Statulory Liquidator of Legion in
this Sccond Proposal to Distribule, participating state guaranty associations are required
to have executed the refunding agreement thereby agraeing (o reimburse the Liguidator
any funds, including interest the association received, in excess of its share of the assets
of the liquid;s.ted company. The Liquidator reqizi res that for any slale guaranly association
that did not previously sipn the refunding sgreement, the refunding agreement mnst be
cxcouted prior to participation in this sccond carly access distribution. Farly access
distributions will not be made to puaranty associations that have elected not to participate
in the relunding agroement.

5. In addition, to be eligible for the carly access distribution, the Liquidator
requires the guaranly wsuclations to periodically provide the Liguidator information in
the standard UDS format regarding the claims (hat they have paid, administrative
cxpenaes and refund of premium information. Tn addition, states that teiggered their
guaranty astociations prior to the Pennsylvania liquidation were r.t:quired to provide an
accounting of the claims lability as of 12/31/04,

6. Payments made tu sluls guaranty associations for administrative
expenses and policyholder elaims représent paymetils mady on aceount and do not
indicate T.iquidator avueptance of the reported figures. The Liql)jdamr, prior o the
dizcharge of the estate, will tnaks periodic evaluation of the elrims of the state guatanly
associations.

7. Pursuant to 40 P.8. §221.36 (d), notiee of (his proposul was given on




March 30, 2007 ot Aprl 4, 2007 to the varipus stale guaranty associations, NOLHGA
and to the state insurance departtnents of the states and the territories in which Legion

way licensed,
8. No objections have been received [rom any of the state guaranty
associations or slaly insurance departments or other jurisdictions that received notice of

this proposal as referenced in purmgraph 7 above.

1 verify that the matters statcd fherein are (rue and correct 1o the best of my
knowledge, information and belief, and mmake (hese statements subject 1o the penaltics of

18 PaC.8, § 4904 relating to unswotn fulsifioution to authorities.

T &
TRSHPH DIMEMMO

Sworn to gl subscribed before me
this to_th day of LAY, 2007.

104@@2 N (eetk
NOTARY PUBLIC -+ ¢/




IN THE COMMONWEALTH COURT OF FENNSYLVANIA

M. Diane Kolen H
Iosurance Commissioner of the H
Commonvwealth of Pennsylvania :

Plaintiff, :

Y. : bocket No. 183 M.D, 2002
Legion Insurance Company ;
One Logan Square, Suite 1400 :
Philadelphia, PA 19103 ;
Drefendant, ;

AFFIDAVIT OF JOSEPII ZARANDONA IN SUPPORT OF THE
LIQUIDATOR’S SECOND PROPOSAL TO DISTRIBUTE ASSETS TO STATE

INSURANCE GUARANTY ASSOCIATIONS FURSUANT TO 4G P.5. §221.34

1, JOSEPH ZARANDONA, hercby deposc and state as tollows:

1. [ arn Chief Liquidation (Mficer of Legion Insurance Company (In
Liquidation) (*1.egion™) and Villanova [nsurance Company (In Liquidation)
(=villanova™), and am r::spgnsibie for overseeing their daily business operations,

- 2, 1 make this certification in support of the Liquidator’s Second Proposal to

Distribute Assets to State Inqurance (huaranty Associations Pursaant to 40 P.5. §221.36,
which proposes to continue ta provide participating state guaranty associ ations with carly
access to the available funds of Legion and Villanova as an advance ayainsl thedt
estimated administrative expenses, loss adjustment expenses and claims paymenls hased
on the same equitable allocation formula approved in the Liguidator’s initial Propogal 10

Distribute Assets fo State Insurance Guaranty Associations.




3, As of March 31, 2067, the Legion estate had approximately $631.3 million
in liquid assets, and Legion continues to reccive vash from reinsurance and other
TECOVETIES., |

1, The Ligwidator proposes to sel aside a prulent rescrved amount of §465.9
million to cover the iterns listed in the Departent Act § 221.3¢{h)(1) incliding
anticipated administrative expenses, secured creditors and cluims kaving a higher priority

than policyholders, which will be sel aside lo ensure the proper and equitable

sdministration of the estale and (he protection of claimants,

5. Tn my vpindon s Chief Liguidation Officer of Legion, based on presently
available information, the reserved amonnt of $465.9 million is necessary and appropriatc
to cover anticipatcd administrative expenses, secured creditors and claims having a

higher priority than policyholders and other iterns included in the Department Act §

22136001}

5. Further, te smount of the reserve reflects my opinion, based on presently
available information, us to the amount necessary to protect Legion's interests snd
obligations in light of current market conditions and external inqurance industry factors

that may affect Legion's abitity to collect amounts owed.

7. My cortitication is tade in reasanable reliance on the wotk of qualified

staff and the Bstates’ internal procedures for financial operations.




1 verify that the matlers stated therein are rue and correet to the best of my
knowledge, information and belief, and muke these stalements subject to the penalties of

18 Pa. .8, § 4904 relating to unswom falsification to suthoritics.

LLS L

msﬁn ZA.R@DONA

Ywom to and subscribed before me
this 7 _th day of Titd, 2007,

el
NOTARY
EQMMDNWEAL'IH QOF PENNEYLVANIA

Hotarlal Sl
Maursen Qreanfisid, Motary Fublic
Etty-OF Philaciolphin, Philisde] phid Courty
My Cominbuzion Expirsd Dec 23, 2010

Mombar, Pannpytvania Associalion of Notares




VERIFICATION

1, Joseph DiMemmo, Deputy Insurance Commissioner, of the Office of Liquidations,
Rehabilitations and Special Funds, of the Pennsylvania Insurance Department, am duly

anthorized to make this Verification [or and on behali' of Rindolph L. Rohrbaugh, Acting

Insurgnce Commissioner of the Commonwealth of Penngylvania, in his official capacity as

Statutory Liquidator (“Liguidator”) of Legion Insurance Cempeny. | have read tﬁe Liquidator’s
Secand Proposal to Disiribute Assels to the Statc Guaranty Associations and verily thut the
matiers stated thercin arc true and correct to the hest of niy knowledge, information and belicf, T
understand (il this Verification is ruade subject to the penaliies of 18 Pa.C.5. 5 4904 relating to

unsworn fatsification to authorities.

loséph DiMemmo
Deputy Insurance Commisgioner

Dated: Junc 'z 2007




