October 20, 2009

Michael F. Krimmel, Chief Clerk
Commonwealth Court of Pennsylvania
601 Commonwealth Avenue, Suite 2100

U

P.O. Box 69185
Harrisburg, PA 17106-9185

I

o

Re:  Joel S, Ario, Insurance Commissioner of the Commonwealth of
Penunsylvania v. Legion Insurance Company

No. 183 M.D. 2002

Dear Mr. Krimmel:
Enclosed for filing, please find an otiginal and two (2) copies of the Liquidator’s Petition

for Approval of Administrative Expenses Paid for the Period January 1, 2009 through June 30,

2009 regarding the above-referenced matter.
As directed by the Court’s Order, we are also enclosing copies of the documents on a

computer disk,
" Thank you for your attention {o this matter.

Very truly yours,
Sy C. L

Amy If. Weber

Insurarice Department Counsel

ALW:jlh
Encs,

pennsylvania

FNSUHANCE DEPARIMFNT

CAPITOL ASSOCIATES BUILDING | 801 NORTH 7™ STREET | HARRISBURG, PA 17102
www.insurance.state.pa.us

Ph: 717-787-6000 | Fx: 717-772-4543 |




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

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

e we we

Plaintiff,
v, :
: Docket No, 183 M.D. 2002
Legion Insurance Company, :
Defendant, :
ORDER
AND NOW, this day of 2009, upon consideration of the

Statutory Liquidator’s Petition for Approval of Administrative Expenses Paid for the

Period January 1, 2009 through June 30, 2009, the Petition is hereby GRANTED.

BY THE COURT:

MARY HANNAH LEAVITT, J.




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

oo

Plaintiff, :
: o
V. Docket No. 183 M.D. 2002

Legion Insurance Company,

Defendant.

LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1, 2009 THROUGH JUNE 36, 2009

~ Joel S. Atio, Insurance Commissioner of the Commonwealth of Pennsylvania
(“Commissioner”), in his official capacity as Statutory Liquidator (“Liquidator”) for Legion
Insurance Company (“Legion™), by and through his counsel, respectfully submits his Petition for
Approval of Administrative Expenses Paid for the Period January 1, 2009 through June 30, 2009.

PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES PAID

1. Prior to receivership, Legion, Villanova Insurance Company (“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% to Indemnity. 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% 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.

2, Pursuant to the .Court’s Order of January 8, 2004, the Liquidator previoﬁsly filed
petitions for approval of administrative expenses paid beginning on July 29, 2003, which
administrative expenses paid have been approved by the Court. Most recently, the petition for
approval of administrative expenses paid for the period July 1, 2008 through Decethber 31, 2008
was approved by the Court on June 24, 2009,

3. With the current Petition, the Liquidator respectfully petitions the Court for
approval of his administrative expenses paid for the period January 1, 2009 through June 30,
2009, as set forth on the attached Exhibit A, Combined Cash Basis Analysis, which were
reasonable and necessary expenses for the administration of the Legion liquidation. An
illustration of the expenditures as a percentage of the total expenditures paid is attached as
Exhibit B, including Combined Cash Basis Analysis, Professional Fees & Expenses and Legal
Fees & Expenses for the period January 1, 2009 through June 30, 2009.

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,

DATED: io/w[éf;

Respectfully submitted,

%P»uskc. //L(/M

Amy L. Weber (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 Legion
Insurance Company (In Liquidation)

[




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, :
Insurance Commissioner of the :

Commonwealth of Pennsylvania :
Plaintiff,
v, : Docket No. 183 M.D. 2002
Legion Insurance Company :
One Logan Square, Suite 1400
Philadelphia, PA 19103
Defendant,

AFFIDAVIT OF ROBERT HABERLE IN SUPPORT
OF THE LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1-JUNE 30, 2009

I, ROBERT HABERLE, 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 have reviewed the Liquidator’s 2009 Petition for Approval of
Administrative Expenses paid for the period January 1-June 30, 2009.

3, Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the petiod January 1-June 30, 2009 fairly presents in all material
respects the administrative expenses paid by the Estates for the period January 1-June 30,
2009.

4, My certification is made in reasonable reliance on the work of qualified
staff and the Estates’ internal procedutes for financial operations, planning and

budgeting.

Page 1 of 2




5. I verify that the mattets 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.

By fhoae

ROBERT HABERLE

Sworn to and subscribed before me
this _é‘_th day of £ 12009,

%@wuwﬁ/&w@%

NOTARY PUBLIC

GOMMONWEALTH OF PENNSYLVANIA

Notarial Seal
© Maurash Gresniteld, Notary Public
Clty Cf Phil 'tdetphia, Philadelphfa Counly
My Conmue jfoit E‘ane“ Dee. 23,2010

baanhor, P Jlm‘tm\!’mu “Assoctation of Molares
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

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

.

4 sa wm

Plaintiff,

V. Docket Ne. 183 M.D. 2002

EX T

Legion 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 JANUARY 1-JUNE 30, 2009

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

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

2. I certify that the Petition for Approval of Administrative Expenses paid for
the period January 1-June 30, 2009 fairly presents in all material respects the Estates’
paid administrative expenses for the period January 1-June 30, 2009 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.
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B. Benefits: “Benefits” includes expenses for employee group health,
life and disability programs, 401(k) contributions, employee training, workers'
compensation insurance, FICA and federal and state unemployment taxes.

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

D, Equipment: “Equipment” includes depreciation expenses for EDP
equipment, operating and applications systems software, office furniture and
fixtures and leasehold improvements, and expenditures for purchases and repairs
of all other equipment used by the Estates.

E. Legal Fees and Expenses: “Legal Fees and Expenses” includes

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

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; transportation, meals, lodging and other costs of employees while
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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.

3. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period January 1-June 30, 2009 fairly presents in all material
respects the administrative expenses paid by the Estates for the period January [-June 30,
2009.

4, I verify that the matters stated therein are true and correct to the best of my
knowledge, information and belief, and make these statements subject to the penalties of
18 Pa.C.S. § 4904 relating to unsworn falsification to authorities.

@JQ/)/@Z /

JERALD V¢ BEHR

Sworn to and subseribed before me

this _q_th day of O¢ T, 2009.

NOFARY PUBLIC

COMMONWEALTH OF PEMMSYLVANIA
Motarlal Seal
hlaureen Cieenfield, Motary Publio
City Of 1t a‘i'tdupl i, Philadeiphia County
yi_}on rinGion Expirae De¢. 23,2010

Mo 3r, oy m,:!v;ml Asnaclation of Metarios
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CERTIFICATION

I, Amy L. Weber, Office of General Counsel assigned to the Office of Liquidations,
Rehabilitations and Special Funds of the Pennsylvania Insurance Department, am duly
authorized to make this Certification for and on behalf of Joel S. Ario, Insurance Commissioner
of the Commonwealth of Pennsylvania, in his official capacity as Statutory Liquidator
(“Liquidator”) of Legion Insurance Company. I have read the Combined Cash Basis Analysis
for Legion Insurance Company (In Liquidation) and Villanova Insurance Company (In
Liquidation) and certify that the legal fees and expenses stated therein for the period January 1,
2009 to June 30, 2009 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.

it i)

' Amy L{Weber

' Departmént Counsel
Dated: [ I/Z-G l/a ]




EXHIBIT
A




Leglon Insurance Company {In Liguldaiton)
yVillanova Insurance Company {in Liquldation)
COMBINED CASH BASIS ANALYSIS
January 1, 2009 - June 30, 2009

Siatfing - Average for th tio
Full Time 144
Part Time .
Gontractor Help 34
Total Stafiing - Avarage 178
- % of Totat
For the Period  Operating
G & A Expenses
Salaries $ 11,676,673 52.7%
Salary and overtime compaensation for all Leglon employeas and the cost of lemporary help and
conlraclor services uliized, Also includes the performance compensatlon program and compensalion
program for displaced Legion employees.
Benefifs 1,919,108 8.7%
Expenses Incurred for employee group health, life and disabliity programs, 401{k) conlributions,
amployse Iraining, workers' compensation insurance and FICA and Federal and stale unemployment
laxes.
Qccupancy 1,415,915 6.4%
Loase expenses for bollt Miwaukee end Phitadelphia locations, ulility and office mainlenance
expenses for leased pramises, racords retention, furnfture repalr and mainlenance 8xpenses and
rental costs for postage and copierfiax equipment.
Equipment 1,438,127 6.5%
Expenses for oporating and applicalions systems software and purchases and rapairs for all other
egquipment used by Legion.
Legal Fees and Expenses 766,816 5%
Lagal retainers and foes to oulside law firms for malters related o rainsurance iitigation,
policyholders collections, managing generel agent and third parly administrators, Leglon defendant
issues and flquidstion fssuas.
Professlonal Servicas 3,006,746 13.6%
Fees for oulsourced relnsurance services, audit and fax consulting feas of indapendent CPA firms,
fass to oulside firms for actuariaf consulling services, management consulting services, feas for
collaction of overdue premium and offier foes and fees lo oulslde firms for lechnology support and
outsourcing.
Other’ 1,931,480 8.6%
Telaphone, postage, express mail, prinfing and frelght expenses. Alsa includes cost of folterhead,
envelopes and ofher office supplies, transportation, meals, lodging and other cosis of employees
while traveling, costs of the PA Insurance Depsrimant for the aversight of the Leglon and Viftanova
estates and Iinsurance expensas for fidelity and surely bonds on employaes, genaraf iabllity
insurance, Diractors and Qfficers and omissions coverage for directors and personal properly
coverags.
Tolat Expenses 22,154,565 100,0%
Investment Exponses ' 302,209

Benking, management and custodial feos.

TPA Paymenis 107,812
Payments mads lo external TPAs for services rendered during rehabiiitation perfod.

Total $ 22,564,586

Ak
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