September 18, 2008

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

Harrisburg, PA 17120-0001
Joel S. Ario, Insurance Commissioner of the Commonwealth of

Re:
Pennsylvania v. Villanova Insurance Company,

No., 182 M.D. 2002

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

Approval of Administrative Expenses Paid for the Period January 1, 2008 through June 30, 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 eber

Special Funds Counsel
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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, :
Defendant. :
ORDER
AND NOW, this day of , 2008, upon consideration of the

Statutory Liquidator’s Petition for Approval of Administrative Expenses Paid for the Period
January 1, 2008 through June 30, 2008, the Petition is hereby GRANTED.

BY THE COURT:

MARY HANNAH LEAVITT, J.




Joel S, Ario, Insurance Commissioner of : . eups
the Commonwealth of Pennsylvania, : o i

Plaintiff,

V. Docket No. 182 M.D. 2002

ar WF s be ew e

Villanova Insurance Company,

Defendant. :

LIQUIDATOR’S PETIT. ION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1,2008 THROUGH JUNE 30, 2008

Joel 8. 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 Petition
for Approval of Administrative Expenses Paid for the Period January 1, 2008 through June 30,
2008,

PETITION FOR APPROVAL OF ADMINISTRATIVE EXPENSES PAID

1. Pursuant to the Court’s Order of January 8, 2004, the Liquidator previously filed
petitions fof'approvai of administrative expenses paid beginning on Jl}ily 29, 2003, which have
been approved by the Court. Most recently, the petition for approval of administrative expenses

paid for the period July 1, 2006 through December 31, 2007 was approved by the Court on May




8, 2008.

2., The Liquidator respectfully petitions the Court for approval of his administrative
expenses paid for the period January 1, 2008 through June 30, 2008, as set forth on the attached
Exhibit A, Combined Cash Basis Analysis, which were reasonable and necessaty expenses for
the administration of the Legion iiquidation. An illustration of the expenditures as a percentage
of the total expenditures paid is attached as Exhibit B, including Combined Cash Basis Analysis,
Legal Fees & Expenses and Professional Fees and Expenses for the period January 1, 2008
through June 30, 2008.

3. The Affidavits of the Chief Liquidation Officer and the Senior Vice President of
Financial Operations in support of the Liquidator’s submission of the Petition for Approval 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
approving the administrative expenses paid.

Respectfully submitted,

)6{7%(; w‘-«)

Amy L. Wgber, Special Funds Counsel
LD. No. #5447

Office of Liquidations,

Rehabilitations and Special Funds

901 North 7™ Street

Harrisburg, Pennsylvania 17102

(717) 787-6009

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

As Statutory Liquidator for Villanova
Insurance Company (In Liquidation)

DATED:___ 1 t/ ;‘,?[/ of




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

S8 6% A8 S8 28 28 9% 9% 44 46 &% v &s

Defendant.

AFFIDAVIT OF JOSEPH ZARANDONA IN SUPPORT
OF THE LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1-JUNE 30, 2008

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

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 2008 Petition for Approval of
Administrative Expenses paid for the period January 1-June 30, 2008,

3. Based on my knowledge, the Petition for Approval of Administrative
Expenses paid for the period January 1-June 30, 2008 faitly presents in all material

respects the administrative expenses paid by the Estates for the period January 1-June 30,

- 2008.

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,




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,

Sworn to and subgeribed before me
thigZ/>kh day of 008,

Nolaral Seal
Maureen Greanfisld, Notary Public
City Of Philadelphla, Philadelphia County
My Commission Explras Dec, 23, 2010

Momber, Pannavivanle Assaclallon of Nolarios




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 MICHAEL 1. QUIST IN SUPPORT OF THE

LIQUIDATOR’S PETITION FOR APPROVAL OF ADMINISTRATIVE
EXPENSES PAID FOR THE PERIOD JANUARY 1-JUNE 30,2008

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

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

2, I certify that the Petition for Approval of Administrative Expenses paid for
the period Janﬁary 1-June 30, 2008 fairly presents in all matetial respects the Estates’
paid administrative expenses for the period January 1-June 30, 2008 for the following

areas of expenditure:

A. Qalaries: “Salaries” includes expenses for salary and overtime
H

compensation for all the Estates” employees, the cost of temporaty heip 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. Occugéncx: “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.

E, 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

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, 2008 f_airly presents in afl material
respects the administrative expenses paid by the Estates for the period January 1-June 30,
2008.

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.

Modal 0. 2="T i

MICHAEL I. QUIST

Sworn to and subscribed before me
thisP th day of; 2008,

: . / Publ
Greenﬁ olary Public
Gllyhﬁgfjgﬁ?ﬂdeiphiea,x;hﬂadelphlﬂ County

My Commiss as Dec, 23
ponnsylvania Assaciation of N

oiarias
Hambar,




CERTIFICATION

1, Amy L. Weber, Office of General Counsel assighed 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. Atio, 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 Villanova Insurance Company (In.
Liquidation) and certify that the legal fees and expenses stated therein for the period January 1,
2008 to June 30, 2008 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.

g (. f I

Amy L. ¥eber
Special 'Bands Counsel

Dated: __ t/f?/ﬁ?







Leglon insuranca Company {in Liguidation}
Villaneva Insuranse Gompany {in Liquidatlon}
COMBINED CASH BASIS AMALYSIS
January 1, 20608 to June 39, 2008
{$ In Thousands)

Sta = Avat or the d
Full Time

Part Time

Confractor Help

212
27

Total Staffing - Average

239

G&AExponsss
Salarles

Salary and overdime compensation for 88 Legion employeas and tha cost of lemporary help
and conlracior services viifzed. Also IncRidas tha parformanca comp ton program and
compansation program for displaced Legion employess. -

Benelits

Expensas Incurrad for amployse group heatth, Ha and isabifly progrems, 401(k)
conlribullons, employee fraining, workers' compensalion insurance end FICA and Federsl and
statg unemploymant texes,

Occeupancy

Laase expanses for both Miwaukea and Plfladelphia losstions, uifly snd office malntanance
axponsas for keased pramises, records relendon, fumituna repalr and malnlenance expensas
and rantal cosls for postage and coplecTax equipment.

Equlpment

Depreclation expense for EDP equipmant, operaling and appfeations syslems softwese and
dapreciation of offica furailure and fixlures and Rasehold Improvements. Also Intludes
purchases and rapalrs for &Y other equipment used by Leglon.

Legat Faes and Expenses

Legal relalners and faes lo oulside Jaw Brms for matters relaled lo relnsurance Rigation,
ders collections, managing gensral agen! and Ihird parly adminisirators, Legion
defandam Issves and Bquidation Isstas.

Professlonal Servicos*

Feos for oulsourcad relnsurance services, sudk! end tax consufting faes of independant GPA
firms, faos lo oulskia fems for acluarial constling services, management consuiing services,
feas for colection of overdus pramium ead olher fees and fees lo oulside Frms for technology
suppbit and oulsourcing.

Other

Tolophons, postags, express mall, prating and lrelght expensas, Also Includes cost of
Iollarhead, eavelopes and other offic suppTes, lranspodation, maals, lodging and other cosis
of employees while traveling, cosis of the PA Insirance Depariment lor the oversight of the
Lagion and Vidanova aslafes and Insurance exponsaes for fidefity and surely bonds on
employaas, gensral Habilty insurance, Direclors and Oficors and omissions coverage for
dreclors and parsonal propery coverage.

For tha Peried

% of Total
Opesaling

$ 13,887,733

2,693,221

1,408,722

1,162,700

2,267,482

2,405,183

2,008,124

§4.0%

10.4%

8.5%

4.5%

B.8%

0.3%

7.6%

Tatal Expenssy

25,736,235

100.0%

Gapltal Expanditures
Purchases of parsonal computer equipment, oparalion software and olher dala processing
equipment

Investment Expenses
Bandng, managemen! and cusiodial fees

76,012

143,284

Total

$ 25,653,530

Trig exhitit rebacts tha cach aciyef 1 cperafeq epenses and doss nelinchads Boa thangs n asest g EbAYy acopribalaroes oo a cath basiy
'wmmdh%mmmwnmmdmamwmmmmamwhmwma 1530,
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Legion Insurance Company (In Liquidation)
Villanova Insurance Company (In Liquidation)

Combined Cash Basis Analysis
January 1, 2008 To June 30, 2008

Benefits
$2,593,221
10%

Occupancy

Equipment
$1,167,700
4%

/ $1,408,722

Legal Fees & Expenses

$2,267 482
9%
, y
Investment Expenses N \ Professional Services
$143,284 AN - $2,405,183
1% 9%
Capital Expenditu
$76,012
<1% Other

Total: $25,955,530



Legion Insurance Company (In Liquidation)
Villanova Insurance Company (In Liquidation)

Professional Fees & Expenses January 2008-June 2008

Data Processing &
Outsourcing
13% ~$104,263
Data Management | i 4% .
Consultant _
$418,117 T\

18%

Collection Support Services

$21,385 :
1%
\ A T
Audit Services “ Reinsurance Technical
$1 oco_mm._ - : ) ) Support
4% | Actuarial Services $1,262,239
— $176,213 53%
7%

Total: $2,405,183



Legion Insurance Company (In Liquidation)
Villanova Insurance Company (In Liquidation)

Legal Fees & Expenses January 2008-June 2008

Reinsurance Related

m._,wwm.\ﬂcw L Expert Witness
(]

| ~  $100,379
; 4%

i
| General Collection Litgation
,l 3424496

/ \ ‘ 19%
Premium Collection \ |
$60,859 — \ \
3% | J
Other General Litigation &
$156,468 Liquidation Advice
% $382,577

17%

Total: $2,267,482



