II.

REPORT
A.

Financial Statements

PHICO has prepared Special Purpose Statements of Assets, Liabilities, Changes in
Policyholders’ Surplus, Cash Flows and Changes in Liquid Investments and Operations for the
period from October 1, 2007 through December 31, 2007 (“Statements”).

The Statements

include many estimates as noted below and may not fully reflect the effects of the liquidation
upon many assets and liabilities. Consequently, the ultimate distribution to creditors is unknown
at this time. For this reason, third parties should not rely on the financial information contained
herein as providing any certainty or any clear indication as to the ultimate distribution that will
be made from PHICO. The notes to the Special Purpose Statements, attached as Exhibit F,
describe the nature of the line items on the Statements and should be included in any review of
PHICO’s financial information.
The Statements and Cash Flow Statement are addressed in more detail in sections 1
through 5 below.
1.

Special Purpose Statements of Assets – EXHIBIT A

As of December 31, 2007, the attached Special Purpose Statements of Assets shows
estimated total assets were $668.7 million, including $288.6 million of cash and liquid
investments.
Reinsurance receivables and future reinsurance recoverables, net of allowance, totaled
$102.7 million. These amounts may change significantly over time because, among other things,
1) the amount of reinsurance recoverable will change as valid Proofs of Claim (“POCs”)
continue to be evaluated and allowed amounts determined, 2) reinsurance collection will be
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affected by valid offsets, disputes and uncollectible amounts due to the financial condition of
reinsurers and 3) PHICO will actively pursue reinsurance commutations in an effort to collect
reinsurance sooner, as this represents a significant asset of the Estate. PHICO established an
allowance for uncollectible reinsurance for amounts disputed and other amounts that PHICO
believes may not be collected.
Pooled loss, expense and inter-company receivable from subsidiary Pennsylvania
Casualty Company (In Rehabilitation) (“PCC”) was $36.2 million. This represents the net
amount PHICO anticipates receiving when a run off plan is drafted and approved for PCC.
Early access advances to GAs totaled $231.7 million.
a.

Cash and Liquid Investments

PHICO had a liquid investment portfolio of $288.6 million as of December 31, 2007.
Refer to the Cash Flow Report (Exhibit D) for major components of change for the quarter.
Excess cash flows over and above the immediate operating needs of the Estate are transferred to
investment managers and invested in short and intermediate duration portfolios. PHICO’s
investment advisor, Conning Asset Management Company, utilizes PHICO’s approved
investment policy to trade specific securities held in the portfolio and to generally monitor and
manage the portfolio in accordance with the guidelines. Overnight investments are mainly
variable rate demand notes managed by Fulton Financial Advisors.

b.

Premium Receivable

As of December 31, 2007 PHICO reported premium receivables of $468,000, net of an
estimated $1.8 million allowance. A Collection Committee oversees premium collections and
PHICO actively pursues receivable amounts due the Estate. Most accounts are current; however
one insured’s $2.1 million retro premium adjustment was significantly past due. The change in
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net receivable reflects an increase in the allowance for this one account, which was in the process
of negotiated settlement as of December 31, 2007.
c.

Accrued Retro Premium Receivable

As of December 31, 2007 PHICO estimated $2.3 million for future billings under
retrospectively rated policies, where future premium billings are based on developed incurred
losses. As of December 31, 2007 only 25 plans were still active, accounting for $1.8 million in
collateralized deferred receivable (difference between retro premium on an incurred loss versus
paid loss basis) and $503,000 of IBNR retro premium receivable. Premiums on active
retrospective policies will be billed and collected on an ongoing basis according to plan
provisions (quarterly or annually); however PHICO will continue to monitor claim activity for
opportunities to finalize the remaining plans.
d.

Ceded Paid Losses Receivable – Unaffiliated

The GA data feeds reflecting paid claims plus the accepted or assumed accepted Notices
of Claim Evaluation (“NOCEs”) issued by PHICO result in ceded paid losses calculated
according to the terms of applicable reinsurance contracts. As of December 31, 2007 PHICO
estimated ceded paid losses receivable due from unaffiliated reinsurers was $14.6 million, net of
allowance. Allowances were set at 100% for specifically disputed billings, while allowances on
other ceded receivables were generally set based on the financial rating of the particular
reinsurers.
A Reinsurance Recovery Committee oversees collection of reinsurance. When necessary
PHICO utilizes outside counsel and the arbitration clauses in the treaties to recover or negotiate
payments. During the period October 1, 2007 through December 31, 2007 PHICO collected $1.7
million in reinsurance.
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e.

Pooled Loss, Expense & Inter-company Receivable, Net

PHICO was a wholly owned subsidiary of PHICO Group, Inc. and part of the PHICO
group of companies including Pennsylvania Casualty Company (In Rehabilitation) (“PCC”),
wholly owned by PHICO, Independence Indemnity Insurance Company (“IIIC”), PHICO Realty
Corporation, PHICO Services Company, PHICO Capital Markets and PHICO Re, Ltd. In April
1999 PHICO, PCC and IIIC entered into an agreement for the purposes of pooling their
respective insurance businesses. Liabilities of IIIC assumed under the Pooling Agreement were
commuted in October 2000. The Pooling agreement that remained between PHICO and PCC
was effectively canceled February 1, 2002 when PHICO was placed in Liquidation.
Inter-company balances between PHICO and the other members of the group of
companies, excluding PCC, have either been satisfied or are reported as $0, net of full allowance.
The balance in Pooled Loss, Expense & Inter-company Receivable at December 31, 2007
represents PHICO’s net equity in its subsidiary, PCC. PCC has accrued for estimated liabilities
due to third parties. The remaining net equity will be payable to PHICO after rehabilitation run
off settlement is made with other creditors. The change for the quarter mainly resulted from
PCC’s investment income. Also PCC reduced incurred but not reported reserves. Only one PCC
direct claim remains open, which the Company is actively working to settle.
f.

Reinsurance Recoverable

Estimated reinsurance recoverable was $88.1 million, net of allowance, at December 31,
2007. Reinsurance recoverable represents amounts due from unaffiliated reinsurers determined
and recorded by applying the recovery terms under reinsurance contracts to individual reported
case estimates of loss and loss adjustment expenses.
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It also includes estimates for reinsurance recoverable on claims that have been incurred
but not reported or have been reported but not developed (IBNR). PHICO essentially maintained
the relationship of ceded loss to direct loss by line of business determined in the last outside
actuarial review conducted September 30, 2006, except as modified for the estimated impact of
specific reinsurance treaty commutations that occurred after the review. As of December 31,
2007 the amount of ceded direct IBNR included in reinsurance recoverable was $38 million, net
of an estimated 25% allowance for uncollectible.
Reinsurance recoverable decreased overall by $9.8 million this quarter, which was
mainly due to increasing the allowance from 25% to 100% on specific recoverable losses subject
to disputed treaty interpretation.
g.

Early Access

Workers’ compensation paid by PHICO on behalf of the GAs during the first 90 days
after the date of the Liquidation and pursuant to the Court’s order is considered part of early
access monies.
Special deposits retained by various states after receivership are also considered early
access monies and are valued at market value plus accrued interest on the date a refunding
agreement was signed or the date PHICO became aware that the applicable Insurance
Department or guaranty association took control of the asset, whichever was earlier.
There were no advances paid during the quarter ended December 31, 2007; however
PHICO did petition the Commonwealth Court to approve the Liquidator’s fifth proposal to
distribute assets to the GAs. The Court authorized that $17.0 million early access distribution on
January 14, 2008 and PHICO made payment to eligible GAs on January 23rd.
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Statutory deposits decreased $268,000 during the fourth quarter. The Idaho workers’
compensation ancillary receiver, who did not sign a refunding agreement with PHICO, returned
the unused statutory deposit plus related interest after deducting $9,000 in paid benefits and
expenses. An additional $9,000 of unused deposit was still outstanding at December 31, 2007
and was refunded in January 2008.
2.

Special Purpose Statements of Liabilities – EXHIBIT B

Total estimated liabilities at December 31, 2007 were $1.2 billion. The Statements
include an estimate of the liquidation expenses that will be incurred by PHICO and the GAs in
administering the Estate over time. PHICO liquidation expenses are class (a) first priority
payments under the Insurance Department Act of 1921, 40 P.S. §221.1 et seq. (“Act”), as are
certain GA expenses, to the extent permitted by the Act. Both Liquidator and GA expenses will
be paid before distributions for claims under policies for losses, class (b) priority, and other
lower class creditors. As of December 31, 2007 there were $31.9 million in reserves for unpaid
liquidator and GA administrative expenses.
However the most significant liability is the $1.1 billion assigned to priority class (b)
POCs. This category includes direct insurance policy holder benefits reported by the GAs as
paid ($693.0 million) and reserved ($126.3 million). In addition PHICO estimated other reserves
of $185.2 million to include the value of POCs in excess of the GAs limits or uncovered by the
GAs and for claims not yet reported or reported and not yet fully developed (“IBNR”). As of
December 31, 2007 PHICO’s liability for non-guaranty fund NOCEs was $108.5 million.
a.

Priority Class A

The Operating Expense Analysis attached as Exhibit G lists the $816,000 of statutory
liquidator administrative operating expenses paid by PHICO for the quarter October 1, 2007
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through December 31, 2007. PHICO has estimated that an additional $15.4 million may be spent
from January 1, 2008 through the end of the Liquidation period.
The GAs report their administrative expenses to PHICO via financial reports generally
received quarterly from most GAs. Attached as Exhibit J is the Guaranty Fund Claim Overview
Report showing by state the total $45.4 million in the administrative expenses reported to
PHICO as paid by GAs as of December 31, 2007. PHICO conducts periodic desk reviews and is
represented by Reliance Insurance Company (In Liquidation) (“RIL”) when it conducts its onsite reviews of GA administrative expenses. PHICO makes adjustments for inaccuracies or
material expenses as appropriate. PHICO provides the GAs with early access monies to help
fund the administrative and policyholder benefit payments made by the GAs on PHICO’s behalf.
All such expenses will be settled through the formal NOCE process.
b.

Priority Class B

The amounts set forth on this Statement for losses and loss adjustment expense IBNR for
December 31, 2007 were based upon independent actuarial estimates, utilizing data as of
September 30, 2006. These estimates considered GA claim data, POC and NOCE data, preliquidation historical data and industry data. Actual liability figures will not be known until the
claims fully develop or, if the claims are contingent upon the resolution of underlying litigation,
that litigation is resolved. An independent actuarial firm prepared the analysis of losses and
allocated loss adjustment expense (“ALAE”) reserves on direct business. The actuary also
estimated reinsurance recoverable on the direct business. Due to the inherent complexity of the
loss reserving process, the potential variability of the assumptions used and the variability
resulting from the effect of the liquidation process, the actual emergence of losses may be
significantly different than the estimate of loss and ALAE reserves included in the Statements.
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PHICO essentially maintained the actuarially determined ultimate direct loss by changing
the IBNR by the amount of direct paid loss and increase/decrease in outstanding specific case
reserves since the actuary’s review was completed as of September 30, 2006. As of December
31, 2007 the amount of direct IBNR included in priority class (b) was $121.2 million.
c.

Priority Classes Below Class B

Also included in total liabilities are estimated liabilities for POCs assigned to priority
classifications below class (b), which summarize to $56.0 million. See the accompanying notes
for a brief description of each line item.
3.

Special Purpose Statement of Changes in Policyholders’ Surplus –
EXHIBIT C

Attached to this report is a Special Purpose Statement of Changes in Policyholders’
Surplus for the period from October 1, 2007 to December 31, 2007. The estimated net deficit at
December 31, 2007 was $577.7 million. Net Income (Loss) is the largest component of the
surplus change and is described in more detail below in the Operating Report section.
4.

Statement of Cash Flows and Changes in Liquid Investments – EXHIBIT D

Attached to this report is a Statement of Cash Flows and Changes in Liquid Investments
(“Cash Flow Statement”) for the quarter October 1, 2007 through December 31, 2007.
Reinsurance collections of $1.7 million and $2.9 million of investment income were the primary
sources of cash receipts for the period. Total sources of cash and liquid investments for the
quarter were $7.5 million.
The largest cash disbursement was operating expenses of $816,000. Total uses of cash
and liquid investments were $696,000 for the report period.
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a.

Reinsurance Collections

Reinsurance is a significant asset of PHICO. PHICO claims and accounting staff provide
reinsurers with required claims documentation to support reinsurance billings, respond to
inquiries, resolve disputes and verify proper offsets. Nevertheless reinsurance collections can be
difficult and often take significant amounts of time in liquidation. In many cases, time frames
for responses and payments from reinsurers have lengthened considerably. Many reinsurers now
require much more documentation (significantly more than prior to liquidation and sometimes
often more than is contractually required), have repeated inquiries for information already
provided and then respond with many questions before even stating their payment position on the
billings. Formal and informal dispute resolution actions have been required against a few
reinsurers with substantial overdue balances.
PHICO records an estimated allowance for uncollectible reinsurance, as noted earlier.
During the period in which $1.7 million of reinsurance was collected, PHICO wrote off $49,000
related to specific claims subject to a negotiated reinsurance settlement.
In addition to standard billing and collection efforts, PHICO is also using commutations
as a way to accelerate collections. In a commutation, PHICO would receive a lump sum
payment today from a reinsurer representing an estimate of all known and future unknown
losses. The Reinsurance Collection Committee approves all settlements. There were no signed
commutation agreements this quarter; however during 2008 PHICO will invite commutation
negotiations with all remaining reinsurers.
b.

Premium Collections

During the period October 1, 2007 through December 31, 2007 PHICO collected
$190,000, net of refunds. Unearned premiums are priority class E claims and have not been paid
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by PHICO. However PHICO has refunded premium on finalized retro policies to the extent the
refund was the result of premium previously billed and collected by PHICO during the
Liquidation period.
During this quarter PHICO wrote off $56,000 of premium due from a bankrupt insured.
Specific collection steps are utilized before referring past due balances to collection services.
The Collection Committee approves all settlements.
c.

Transfer of Statutory Deposits to Early Access

Refer to previous section A. 1. g. of this narrative for information on early access. This
quarter the transfer is positive because the Idaho workers’ compensation ancillary returned the
unused balance of its deposit back to PHICO.
d.

Operating Expenses

Refer to Exhibit G, Operation Expense Analysis, for line item detail of major components
of operating expenses paid by PHICO for the period October 1, 2007 through December 31,
2007. Operating expenses paid per the Cash Flow Statement and Administrative Expenses Paid
per the Operations Report differ somewhat because of differences in reporting depreciation on
fixed assets purchased during Liquidation (reporting of entire cash expenditure on the Cash Flow
Statement compared to recording an asset and then reporting depreciation expense over time on
the Operations Report).
6.

Statement of Operations – EXHIBIT E

Attached is the Statement of Operations (“Operations Report”) for the period from
October 1, 2007 through December 31, 2007 which reports PHICO experienced a net operating
loss of $3.1 million.
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Net losses incurred include loss and loss adjustment expense payments and change in
outstanding case reserves on policyholder claims being handled by GAs and reported to PHICO,
generally monthly, through electronic data feeds from GAs. PHICO calculates the related
reinsurance expected to be recovered on those losses using applicable treaty terms and reports
the losses net of these potential recoveries. PHICO also estimated reserves for claims not
covered by GAs, for which POCs or NOCEs apply, and for IBNR. Refer to previous sections of
this narrative that describe reinsurance receivable, reinsurance recoverable and priority class (b)
claims.
The increase in the allowance for bad debt had a negative impact of $8.7 million on net
income. The change was mainly the result of recording more allowance on reserves subject to
disputed treaty reinsurance.
7.

Operating Expense Analysis – EXHIBIT G

The operating expenses of PHICO relate to efforts by the Liquidator to marshal and
maximize the assets of the Estate for the benefit of all PHICO policyholders and claimants, as
well as to review and determine the ultimate liabilities of the Estate, to fulfill the public policies
and purposes of the Act and the liquidation process, and to investigate and hold accountable
those third parties alleged to contribute to the insolvency of PHICO.
The attached Operating Expense Analysis indicates the total dollar amount for each
expense category for the period from October 1, 2007 through December 31, 2007 and compares
actual performance to budgeted amounts. As detailed in the Operating Expense Analysis and
supporting schedules, the administrative expenses of PHICO for the period totaled $816,000
compared to a budget of $984,000. The GAs also incurred operating expenses, which are
reported cumulatively on Exhibit J.
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a.

Salaries, Employee Benefits and Taxes

As of December 31, 2007, PHICO had a total of 11 employees. In early 2003 PHICO
outsourced its information technology needs to CIBER, Inc., a third party provider. The CIBER
outsourcing arrangement covers support services for help desk, desktops, on-site servers, and
operational and disaster recovery as well as production support, maintenance, security and
development services for PHICO. During the Liquidation period CIBER developed proof of
claim tracking systems and many new reports and files as needed to meet Liquidation reporting
requirements. PHICO utilized 4 IT consultants for business application systems as of December
31, 2007.
b.

Legal Fees

Attached as Exhibit H is a schedule containing the legal expense detail by firm for the
quarter. Legal expenses generally pertained to POC objections.
c.

Professional Services Expenses

Attached as Exhibit I is a schedule containing the professional service expense detail by
vendor name for the quarter. The individual professionals and firms listed in the schedule
include auditing services, actuarial services and fees for outsourced information technology
services. The professional service expense schedule also contains entries for professional
services provided to PHICO by the Pennsylvania Insurance Department, either directly by the
professional staff of the Office of Liquidations, Rehabilitations and Special Funds, or through
specialized consultants hired to assist the Liquidator in administering the liquidation of PHICO.
d.

Real Estate Expenses

Since December 2004 PHICO has leased space in its former home office building.
PHICO is committed to the current lease through the end of 2008. Monthly lease payments will
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be $33,500 in 2008. PHICO plans to consolidate its space further by the end of 2008 and is
working with the current landlord to negotiate a short-term lease beyond 2008.
8.

Guaranty Fund Claims and Expense Information

The GAs are an essential part of the liquidation safety net, providing significant coverage
to certain policyholders and paying covered claims as defined and required by their respective
statutes. From the start of the liquidation, PHICO worked with the National Conference of
Insurance Guaranty Funds (“NCIGF’), whose members include almost all of the state property
and casualty insurance GAs in the United States. Discussions and correspondence included
matters such as PHICO claim file distribution, claim handling procedures, communication
protocols, GA data reporting and UDS protocol, PHICO product and policy information,
deductible and policy aggregate tracking. PHICO staff works closely with the GAs to obtain
information required for reinsurance loss reporting to maximize reinsurance collections.
a. Status of Uniform Data Standards (“UDS”)
A department within PHICO coordinates with the various GAs and their vendors in
managing the data reporting process and reviewing exception items. Early in the liquidation
many GA transmission files were rejected; however since 2003 there have been few exceptions.
As of December 31, 2007 there were 52 GAs reporting monthly paid and outstanding loss
information through a UDS automated interface, which is subsequently processed in PHICO
operating systems to update records and generate the related reinsurance billings. Quarterly
automated UDS interfaces were being received from 2 GAs and 1 GA provided quarterly
information on a manual basis to the Estate. Additionally 1 GA reported all of 2007 in one
annual file.
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PHICO reviews the detail of claims information provided by the GAs. PHICO staff
review data quality reports to identify potential duplicate payments, which are referred to the
GAs for investigation. PHICO claims staff review certain closed and returned claim files to
determine appropriate coverage for GA settlements or expense payments and approve related
reinsurance billing. Discrepancies are communicated to the GAs and noted as “questionable
settlements” in PHICO’s system. PHICO reconciles the UDS claims transmission data that has
been applied to PHICO systems to the claims data reported by the GAs on their quarterly
financial information questionnaires (“FIQs”).
b.

Guaranty Fund Claim Overview Report – EXHIBIT J

The Guaranty Fund Claim Overview Report (“COR”) as of December 31, 2007
summarized by state the policyholder benefit claims and administrative expenses received and
applied by PHICO through February 5, 2008, the “Ran On” date noted in the report heading.
The COR data represented UDS claims paid inception-to-date and claim reserve information as
of December 31, 2007 for 53 of the 56 GAs (those who submitted December 2007 UDS to
PHICO by the report “Ran On” date). Administrative expenses were updated from the quarterly
FIQs, which generally lag behind the automated UDS transmissions.
PHICO adjusted the COR for questionable settlements and deductible recoveries, less the
deductible administrative fee which PHICO retained on post Act 46 deductibles collected by
PHICO and remitted to the GAs. PHICO also adjusted for disallowed administrative expenses.
PHICO considers the COR to be the GAs proof of claim against the Estate. PHICO
provides the GAs with early access monies to help fund the administrative and policyholder
benefit payments made by the GAs on PHICO’s behalf. All such expenses will be settled
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through the formal NOCE process, which may include objections to adjustments made by
PHICO.
9.

Claims Process

The deadline for filing POCs was April 1, 2003. As of December 31, 2007, PHICO had
received a total of 28,457 POCs. Of those, 3,798 were received after the claim filing deadline.
Notwithstanding the claim filing deadline, PHICO continues to receive new POCs.
a.

Proofs of Claim Statistics – EXHIBIT K (Inception-to-Date)

As of December 31, 2007, PHICO had issued NOCEs for 27,594 of the 28,457 POCs for
a total allowed amount of $140,637,445. The $113.1 million allowed amount noted for Class B
claims is gross. This is higher than the $108.5 million value of non-guaranty fund NOCEs
reported on the Liabilities Report because $4.6 million of the allowed amount is greater than
policy aggregate limits applicable to certain NOCEs. Allowed amounts on NOCEs will
ultimately be pro rated to policy aggregate limits when all claims are known.
Issued NOCEs accounted for more than 97% of the POCs filed with the Estate. The
Court has approved 26,625 of those NOCEs, as of June 15, 2007, for a total allowed amount of
$127,444,347. Exhibit K breaks down this information by priority class.
Of the 28,457 POCs received, 85 did not require NOCEs. The Other Counts section of
Exhibit K indicates the status of the remaining 778 POCs to be evaluated as of December 31,
2007. The GAs were still handling 565 claims that will be addressed by PHICO once the GAs
close their claim files and return them to PHICO. Another 176 POCs were considered
contingent POCs generally because either 1) the claimant has identified a specific claim but the
underlying claim has not yet been resolved or proper documentation has not been provided to
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PHICO or 2) the claimant has notified PHICO that there may be a claim in the future, but has not
yet identified any particular claim.1
Approximately 37 POCs were in various stages of review and evaluation and therefore, in one or
more aspects, awaiting information.
b.

Proofs of Claim Statistics – EXHIBIT L (Quarter-to-Date)

During the quarter ended December 31, 2007 PHICO received 2 additional POC’s, as
well as reclassifying others. An additional 154 NOCE’s were issued during the period and 261
were accepted for $5.9 million.
c.

Notice of Claim Evaluation Objection Statistics – EXHIBIT M

As of December 31, 2007, the Liquidator had received a total of 1,903 objections to the
27,594 NOCEs issued. Approximately 300 of these objections were from two law firms
disputing the priority classification assigned to their POCs. These were resolved through the
dispute resolution process. As of December 31, 2007 PHICO had resolved 1,786 objections. Of
the 117 unresolved objections, 14 were already assigned to outside counsel as of December 31,
2007. Exhibit M indicates the status of all objections received through December 31, 2007,
breaks down this information by priority class and includes the Allowed Amounts for objections
in each priority class.

PHICO wrote a variety of long tail lines of business, including workers compensation, directors and officers,
medical malpractice, and professional liability. For reasons unrelated to the PHICO receivership, but based rather
on the nature of the insurance coverage written by PHICO and the claims under those policies, it may be many years
before some of these long tail claims will be resolved.
1
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d.

Status of Distribution

On July 17, 2007, the Liquidator filed a petition for Report and Recommendations on
PHICO Insurance Company Claims Undisputed or Resolved as of June 15, 2007. The report
listed the allowed amounts of claimant NOCEs that had been accepted or assumed accepted as of
June 15, 2007. The Commonwealth Court granted the petition on September 7, 2007. The
allowed amounts on NOCEs approved for distribution are listed by priority class on Exhibit K.
The next step in the distribution process will be for PHICO to prepare a court petition to
seek approval of interim distribution calculations for NOCEs, including the aggregate policies.
Other than workers’ compensation policies, all policies written by PHICO were subject to
aggregate limits. The NOCE allowed amounts on a few policies have exceeded or are close to
exceeding the aggregate limits; therefore when all POCs have been evaluated for these effected
policies, the final NOCE allowed amounts will be an allocation of the policy aggregate limits.
The allocation will be pro rated based on the relative value of each NOCE gross allowed value to
the total gross allowed values of all NOCEs assigned to the particular policy.
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EXHIBIT
A

PHICO Insurance Company (In Liquidation)
Special Purpose Statements of Assets - Unaudited

ASSETS REPORT

Cash and Liquid Investments
Cash
Overnight Investments
Bonds
Subtotal Cash and Liquid Investments
Investments Held for Secured Creditors
Receivables
Premium Receivable
Accrued Retro Premium Receivable
Deductible/SIR Receivable on Paid Losses
Ceded Paid Losses Receivable - Unaffiliated
Pooled Loss, Expense, & Interco. Receivable, Net
Assumed Premium Receivable
Miscellaneous Receivable
Reinsurance Recoverable
Other Assets
Early Access for WC Claims Paid on Behalf of GA
Advances to Guaranty Associations
Statutory Deposits
Ancillary Use of Statutory Deposits
Totals

December 31, 2007

September 30, 2007

$
$
$
$
$

852,546
43,371,868
244,367,257
288,591,671
236,974

$
$
$
$
$

1,095,655
40,983,596
239,664,978
281,744,229
431,374

$
$
$
$
$

(243,109)
2,388,272
4,702,279
6,847,442
(194,400)

$
$
$
$
$
$
$
$
$
$
$
$
$
$

468,228
2,302,559
21,651
14,612,971
36,165,186
75
17,015
88,050,600
6,532,982
2,364,252
213,896,250
15,532,651
(90,264)
668,702,801

$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,416,259
2,055,054
21,012
14,105,397
35,516,111
75
17,188
97,882,676
6,424,333
2,364,252
213,896,250
15,800,981
(81,231)
671,593,960

$
$
$
$
$
$
$
$
$
$
$
$
$
$

(948,031)
247,505
639
507,574
649,075
(173)
(9,832,076)
108,649
(268,330)
(9,033)
(2,891,159)

See accompanying notes.

EXHIBIT A

Change

EXHIBIT
B

PHICO Insurance Company (In Liquidation)
Special Purpose Statements of Liabilities - Unaudited

LIABILITIES REPORT
December 31, 2007
Secured Creditors
Pass-Thru State Fund Surcharge Payable
Deposits Held for Deductibles
Policyholder Collateral - Cash
Finalized Retro Credits Pending
Payroll Taxes & Deductions Withholdings
Secured Creditors
Priority Class - A
Statutory Liquidator Expenses
Administrative Expenses Unpaid
Reported Guaranty Fund Data
Administrative Expenses Reported - Paid
Administrative Expenses Reserve
Subtotal Class A
Priority Class - B
Reported Guaranty Fund Data
Claims and ALAE Reported - Paid
Claims and ALAE Reported - Reserves
Class B Contra-Liability - Deductibles Recoverable
Value of Non Guaranty Fund Notices of Claim Evaluation
Other Reserves (Excess Case Reserves and IBNR)
Subtotal Class B
Priority Class - C
Claims of the Federal Government
Subtotal Class C
Priority Class - E
General Creditor Claims
Subtotal Class E
Priority Class - F
State or Local Government Claims
Subtotal Class F
Priority Class - G
Claims Filed Late
Subtotal Class G
Priority Class - I
Claims Filed by Shareholder
Subtotal Class I
Totals:

September 30, 2007

Change

$
$
$
$
$
$

1,836
232,038
3,099
236,973

$
$
$
$
$
$

3,589
237,993
167,797
16,116
5,879
431,374

$
$
$
$
$
$

1,753
5,955
167,797
16,116
2,780
194,401

$

15,358,885

$

16,178,582

$

819,697

$
$
$

45,424,382
16,562,148
77,345,415

$
$
$

44,872,404
17,114,542
78,165,528

$
$
$

(551,978)
552,394
820,113

$
$
$
$
$
$

(9,812,916)
6,278,666
(67,100)
(5,775,874)
9,707,730
330,506

$
$
$
$
$
$
$
$

692,982,052
127,218,136
(888,069)
108,535,162
185,161,493
1,113,008,774
-

$
$
$
$
$
$

-

$
$

$
$

50,251,739
50,251,739

$
$

683,169,136
133,496,802
(955,169)
102,759,288
194,869,223
1,113,339,280
-

$
$

$
$

50,423,753
50,423,753

$
$

809,131
809,131

$
$

809,131
809,131

$
$

-

$
$

3,424,466
3,424,466

$
$

3,424,466
3,424,466

$
$

-

$
$

1,300,424
1,300,424

$
$

1,300,424
1,300,424

$
$

-

$

1,246,376,922

$

1,247,893,956

$

See accompanying notes.

EXHIBIT B

172,014
172,014

-

-

1,517,034

EXHIBIT
C

PHICO Insurance Company (In Liquidation)
Special Purpose Statement of Changes in Policyholders' Surplus - Unaudited

SURPLUS REPORT

Surplus as of October 1, 2007

$

(576,299,996)

Net Income (Loss)

$

(3,103,389)

Change in nonrecognition of accrued interest

$

(629,554)

Adj Investments from Book Value to Market Value

$

2,358,818

$

(1,374,125)

$

(577,674,121)

Total Change in Surplus
Surplus as of December 31, 2007
See accompanying notes.

EXHIBIT C

EXHIBIT
D

PHICO Insurance Company (In Liquidation)
Special Purpose Statement of Cash Flows and Changes in Liquid Investments - Unaudited

CASH FLOW REPORT
October 1, 2007
Through
December 31, 2007
Beginning Balance - Cash and Liquid Investments

$

281,744,227

Sources:
Reinsurance Collections
Premium Collections (Refunds), Net
Deductible Collections
Subrogation Recoveries
Intercompany Receivable (Payable), Net
Increase (Decrease) in Value of Investments
(Increase) Decrease in Secured Claims Netted from Liquid Investments
Investment Income Received
Other
Total Sources

$
$
$
$
$
$
$
$
$
$

1,699,683
189,770
85,177
225
59,743
2,370,155
194,400
2,944,323
7,543,476

Uses:
Early Access Paid to Guaranty Associations
Transfer of Statutory Deposits to Early Access
Act 46 Deductible Reimbursements to Guaranty Associations
Operating Expenses
Investment Expense
Other
Total Uses

$
$
$
$
$
$
$

Net Increase (Decrease) in Funds
Ending Balance - Cash and Liquid Investments
See accompanying notes.

EXHIBIT D

277,363
(69,380)
(816,487)
(66,078)
(21,450)
(696,032)

$

6,847,444

$

288,591,671

EXHIBIT
E

PHICO Insurance Company (In Liquidation)
Special Purpose Statement of Operations - Unaudited

OPERATIONS REPORT
For the Period October 1, 2007 - December 31, 2007
Premiums Earned - Direct and Ceded
Premiums Earned - Assumed and Retroceded
Net Premiums Earned

$
$
$

Net Loss & ALAE Reported Paid by GA's
Change in Case Reserves - Direct and Ceded
Change in IBNR Reserves - Direct and Ceded
Change in Paid, Case & IBNR Reserves - Assumed and Retroceded
Net Losses Incurred

$
$
$
$
$

(12,170,902)
11,616,619
2,096,888
1,542,605

Administrative Estate Expenses Paid
Change in Reserve for Administrative Expenses
Expenses Deferred
Expenses Other Than Administrative
Expenses Related to Assumed or Ceded Business
Operating Expenses Incurred

$
$
$
$
$
$

(819,697)
819,697
145,361
145,361

Net Operating Income (Loss)

366,611
366,611

$

2,054,577

Net Investment Income Earned
Net Realized Capital Gains (Losses)
Change in Carrying Value
Investment Expenses
Net Investment Income

$
$
$
$
$

3,573,877
(2,271)
13,606
(66,078)
3,519,134

Allowance for Bad Debts
Other Income
Other Expense
Other Income (Expenses)

$
$
$
$

(8,679,172)
3,747
(1,675)
(8,677,100)

$

(3,103,389)

Net Income (Loss)

EXHIBIT E

EXHIBIT
F

PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS

ASSETS:
Note 1 – Cash
The cash balance has been reduced by payments made as of the report dates even if the
checks have not yet been presented to the bank.
Note 2 – Overnight Investments
Overnight investments are comprised of overnight repurchase agreements, money market
accounts with maturities less than three months at the date of purchase and variable rate
demand notes. Balances are recorded at amounts provided by PNC and Fulton banks.
Note 3 – Bonds and Preferred Stocks
Investments in fixed maturities and equity securities are recorded at fair market value,
which is based on quoted market prices provided by Conning Asset Management
Company, the investment advisor. The investment in affiliated common stock is
recorded at zero since the value of affiliate, Pennsylvania Casualty Company (In
Rehabilitation) (“PCC”), is recorded in the asset line item Pooled Loss, Expense & Intercompany Receivable, Net.
Note 4 – Investments Held for Secured Creditors
Funds for secured creditors are not maintained in separate bank accounts. However they
are tracked separately and will receive funds prior to final estate distributions to priority
class (a) or lower classifications. Categories of secured creditors include:
• Pass-Thru State Fund Surcharge Payable – surcharge collected from insureds
which the Company is obligated to pass on to state authorities;
• Deposits Held for Deductibles – funds pre-paid by insureds specifically to pay
deductible obligations when due. Funds remaining will be refunded to insureds
after all potential deductible obligations are satisfied;
• Policyholder Collateral – Cash – collateral paid by insureds which may be used to
satisfy future premium obligations;
• Finalized Retro Credits Pending – premium paid by the insured during the
Liquidation period that will be refunded now that the retrospectively rated policy
plan is finalized;
• Payroll Taxes and Deduction Withholdings – funds held due to timing between
when amounts are withheld from the employees paychecks and when the funds
must be remitted.
Note 5 – Premium Receivable
Premium receivable balances represent premium billed to policyholders, generally for
retrospectively rated policies. Certain balances may only be collectible through
collection services or legal proceedings. The premium receivable has been recorded net
of an estimated allowance for such eventualities. Amounts ultimately collected may be
more or less than such amounts currently recorded.

EXHIBIT F
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PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS
Note 6 – Accrued Retro Premium Receivable
Accrued retrospective premiums are based on loss estimates developed using actuarial
factors. When periodic billing of retrospective premium is calculated according to plan
terms (quarterly or annually), the billed premium charge is included in the Premium
Receivable line item. The accrued retro receivable amount has two components. It may
include deferred receivables, which represent the difference in retro premium calculated
on an incurred loss basis versus on a paid loss basis, when the policyholder is paying the
retro premium on a paid loss basis. It may also include the difference between billed
premium based on paid losses and case reserves as of the plan calculation date compared
to the paid losses and case reserves plus incurred but not reported losses (developed) as
of statement date.
Note 7 – Deductible/SIR Receivable on Paid Losses
Deductible endorsements and some self-insured retention (SIR) endorsements require the
Company to pay losses on claims and then bill the insured for its portion of the losses up
to the policyholder deductible limits. Such receivables are reported net of estimated
uncollectible balances. After passage of Pennsylvania Act 46 in 2004, this represents
only amounts receivable for claim payments made prior to July 2004. Collection of those
deductibles would be general assets of the estate. Otherwise any deductible amounts
collected by the Company must be remitted to the specific guaranty association that made
the claim payment on behalf of the estate, net of a 3% administrative expense fee. The
amounts that will be owed to guaranty associations are netted from the related claim
reserve liabilities.
Note 8 - Ceded Paid Losses Receivable - Unaffiliated
Ceded paid losses receivable represent amounts due from unaffiliated reinsurers which
are determined and recorded by applying the recovery and collection terms under
individual reinsurance contracts to paid loss and loss adjustment expenses. The Company
records an allowance for uncollectible reinsurance for amounts disputed by the reinsurer
and that the Company believes may not be collected. The Company also records an
allowance for ceded paid losses receivable not collateralized by the reinsurer. Amounts
ultimately collected may be more or less than such amounts currently recorded.
Note 9 – Pooled Loss, Expense, & Inter-company Receivable, Net
After allowances for uncollectible amounts, the balance in Pooled Loss, Expense & Intercompany Receivable represents the Company’s net equity in its subsidiary, PCC. PCC
has accrued for estimated liabilities due to third parties. The remaining net equity will be
payable to the Company after rehabilitation run off settlement is made with other
creditors.
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PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS
Note 10 – Miscellaneous Receivable
Miscellaneous receivable is comprised of numerous small balances due the Company for
such items as surcharge, ceded premium, subrogation and COBRA receivables, net of
estimated uncollectible balances.
Note 11 – Reinsurance Recoverable
Reinsurance recoverable represents amounts due from unaffiliated reinsurers determined
and recorded by applying the recovery terms under reinsurance contracts to individual
reported case estimates of loss and loss adjustment expenses. It also includes estimates
for actuarially determined reinsurance recoverable on claims that have been incurred but
not reported or have been reported but not developed (IBNR).
Note 12 – Other Assets
After allowance for uncollectible amounts, the balance in other assets is mainly cash
surrender value of key person insurance policies. It also contains electronic data
processing equipment and furniture and equipment, net of accumulated depreciation.
Note 13 – Early Access for WC Claims Paid on Behalf of GA
This category of early access represents payments to workers’ compensation claimants
authorized and made pursuant to the Order of Liquidation. To avoid cessation of
workers’ compensation payments during the transition from rehabilitation to liquidation,
the Liquidation Order authorizes the Liquidator to pay workers’ compensation payments
on behalf of the guaranty associations for 90 days from the date of the Liquidation Order
to afford the guaranty associations an opportunity to obtain the files and begin processing
the payment of such claims. These payments were authorized pursuant to the Court’s
order and made on behalf of the guaranty associations and thus the Company has
recorded them as early access monies.
Note 14 - Advances to Guaranty Associations
The Court approved advances to guaranty associations via four Early Access petitions in
accordance with the Pennsylvania Insurance Statutes. Advances to guaranty associations
represent early distribution of assets to state insurance guaranty funds to assist those
associations in fulfilling the obligation to pay claims on behalf of the Company. Related
agreements (“refunding agreements”) executed by the guaranty associations provide that
they agree to return assets under certain circumstances to ensure pro-rata distributions
among members of the same class of creditors of the Company. These advances will be
reclassified when the Company pays final distributions to creditors. Advances are
recorded at the amount of cash disbursement made to the guaranty fund association.

EXHIBIT F

Page 3 of 6

PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS
Note 15 – Statutory Deposits
Insurers who are authorized to engage in the business of insurance in a particular state are
required to deposit monies with the applicable Insurance Department to cover any claims
that may arise from that state’s resident-claimants. Generally, the different states where
the insurer is licensed to engage in business retain the special deposit after receivership
and either provide those monies directly to their respective guaranty association or use
them to open ancillary receiverships in that state. The Liquidator accounts for these
special deposits on the books and records of the Company as available early access
monies since they are typically not returned to the Liquidator but retained by the state and
utilized to pay the claims of their respective residents. However the same refunding
agreements referred to above may apply. Statutory deposits are valued at market value
plus accrued interest on the date the refunding agreement was signed or the date the
Company became aware that the applicable Insurance Department or guaranty
association took control of the asset, whichever was earlier.
Note 16 – Ancillary Use of Statutory Deposits
The states of Oregon and Idaho (workers’ compensation only) used special deposits to
settle claims with their resident-claimants and pay for ancillary receiver administrative
expenses. Excess deposit funds were returned to the Company and became general assets
of the estate.

LIABILITIES:
Note 17 – Secured Creditors
Secured creditors will receive held funds before final estate distribution to priority class
(a) and below. Refer to Note 4.
Note 18 - Priority Class – A
These are administrative costs of conducting the liquidation and expenses of the guaranty
associations in handling claims, including estimates for ultimate administrative expenses
unpaid as of the report date.
Note 19 – Priority Class – B
These are claims for policy benefits. Guaranty fund information for reported paid and
reserves is provided by periodic data transmissions from the various guaranty
associations.
The value of non-guaranty fund notices of claim evaluation represents allowed amounts
on proofs of claim against the estate that have been formally evaluated and accepted or
assumed accepted by the claimant.
Other reserves have been estimated for proofs of claim that have not yet been evaluated,
which may be claims in excess of guaranty fund limits or in excess of reported reserves.
These reserves also include estimates for claims that have been incurred but not yet
reported or have been reported but not developed (IBNR).
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PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS
Note 20 – Priority Class – C
These are claims of the Federal government.
Note 21 – Priority Class – E
These are claims of general creditors, claims for unearned premium and claims for agent
commission.
Note 22 – Priority Class – F
These are claims of a state or local government.
Note 23 – Priority Class – G
These are claims submitted after the filing deadline or claims for which payment is
provided by other benefits recovered by the claimant.
Note 24 – Priority Class – I
These are claims by owner of the Company.
SCHEDULE OF CASH FLOWS AND CHANGES IN LIQUID INVESTMENTS
The schedule of cash flows represents sources and uses of cash for the period. Sources
represent cash received by the Company and also include amounts of available cash not
yet received by the Company. The amounts reported as non-cash increases of available
investments may be different than what is reflected in the schedule of cash flows as of the
report date when actually converted to cash at a future date. The use of cash represents
outflows disbursed by the Company.
OPERATIONS:
Note 25 – Net Premiums Earned
Premiums earned - direct and ceded primarily relate to retrospectively rated policy
premium booked during the period, net of applicable reinsurance.
Premiums earned – assumed and retroceded primarily relate to activity on business
assumed via one agreement from Swiss Reinsurance America.
Note 26 – Net Losses Incurred
Net losses incurred includes indemnity, medical and expense paid by the guaranty funds
for policyholder benefit claims, change in estimated reserves for direct policyholder
benefit claims, net of applicable reinsurance, and change in losses reported on business
assumed, primarily via one agreement with Swiss Reinsurance America.
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PHICO INSURANCE COMPANY (IN LIQUIDATION)
NOTES TO THE SPECIAL PURPOSE STATEMENTS
Note 27 – Operating Expenses Incurred
The Company accrued an estimate for ultimate administrative expenses of conducting the
liquidation; therefore as operating expenses are paid, the reserve for administrative
expense is decreased.
Deferred expenses are adjusted as needed to record costs incurred prior to the date the
Company was placed into Rehabilitation but for which general creditors must file proofs
of claim.
Expenses other than administrative expenses are non-cash expenses that impact operating
expenses but are not administrative expenditures, such as change in cash surrender value
of keyperson insurance.
Expenses related to ceded or assumed business generally refers to commissions.
Note 28 – Net Investment Income
Investment income earned, realized capital gains (losses) and change in carrying value of
investments are netted against related investment expenses.
Note 29 – Other Income (Expenses)
Allowance for bad debts changes based on receivable and other asset balances and on the
circumstances surrounding those balances. Specific levels of allowances are recorded for
receivables in dispute, receivables that have been turned over to collection agencies or
attorneys, uncollateralized reinsurance and the Company’s estimate of other balances that
may not be collected.
Other income results from non-operating and non-investment income received.
Other expense is interest expense paid to outside parties for deductible funds held.
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EXHIBIT
G

PHICO INSURANCE COMPANY (IN LIQUIDATION)
OPERATING EXPENSE ANALYSIS
FOR THE PERIOD: OCTOBER 1, 2007 to DECEMBER 31, 2007 - UNAUDITED

Amount

Actual
Percent of Total

Budget
Amount

Percent of Total

Actual to Budget Variance
Amount
Variance %

316,535

38.8%

376,224

38.2%

59,689

15.9%

Payroll Taxes and Benefits

58,248

7.1%

100,161

10.2%

41,913

41.8%

Legal Fees

64,292

7.9%

50,000

5.1%

(14,292)

-28.6%

201,643

24.7%

231,250

23.5%

29,607

12.8%

99,516

12.2%

100,234

10.2%

718

0.7%

Furniture and Equipment

1,118

0.1%

1,750

0.2%

632

36.1%

Postage, Telephone, Printing, and Supplies

5,747

0.7%

15,025

1.5%

9,278

61.8%

Data Processing (includes acquisitions)

28,318

3.5%

59,055

6.0%

30,737

52.0%

Other Operating Expenses

41,070

5.0%

50,642

5.1%

9,572

18.9%

Total Operating Expenses

816,487

100.0%

984,341

100.0%

167,854

17.1%

Salaries

Professional Service Expenses
Real Estate Expenses

EXHIBIT G

EXHIBIT
H

PHICO INSURANCE COMPANY (IN LIQUIDATION)
LEGAL FEES AND EXPENSES
FOR THE PERIOD OCTOBER 1, 2007 TO DECEMBER 31, 2007 - UNAUDITED

VENDOR NAME
Fox Rothschild LLP
Total Vendors Under $1,000
Wolf, Block, Schorr & Solis-Cohen

$

59,619
454
4,219

TOTAL LEGAL FEES AND EXPENSES

$

64,292

EXHIBIT H

EXHIBIT
I

PHICO INSURANCE COMPANY (IN LIQUIDATION)
PROFESSIONAL SERVICE EXPENSES
FOR THE PERIOD OCTOBER 1, 2007 TO DECEMBER 31, 2007 - UNAUDITED
VENDOR NAME
Brown Schultz Sheridan & Fritz
Ciber Inc (IS Outsourcing Expenses)
INS Consultants Inc
PA Dept-Office of Liquidations
Total Vendors Under $1,000

$

10,500
109,036
38,270
43,064
773

TOTAL PROFESSIONAL SERVICE EXPENSES

$

201,643

EXHIBIT I

EXHIBIT
J

SECTION I: CLAIMS OVERVIEW
GA CLAIMS FOR POLICY BENEFITS

PHICO IN LIQUIDATION
UDS FINANCIAL REPORTING
GUARANTY FUND CLAIM OVERVIEW REPORT
AS OF 12/31/2007 RAN ON 02/05/2008

RUN DATE: 2/15/08
TIME: 11:06:47
PAGE:
1

CLAIMS FILES
EARLY ACCESS*
GA CLAIMS REPORTED
TOTAL LIABILITY
GA EXPENSES REPORTED
STATE/ ---------------------------- --------------- ------------------------------- --------------- --------------------------------------------------------------RPT LOC ASSIGNED COMPLETED OUTSTANDG
CLAIMS PAID
CLAIMS PAID CLAIMS RESERVE
(INCURRED)
ADMIN EXPENSE
LAE EXPENSE
TOTAL EXPENSE EXPENSE RESERVE
------- -------- --------- --------- --------------- --------------- --------------- --------------- --------------- --------------- --------------- --------------AK 10
2
2
0
.00
822,945.19
.00
822,945.19
2,951.95
64,876.46
67,828.41
.00
AL 10
43
42
1
7,357.65
414,106.85
45,000.00
466,464.50
57,382.26
62,331.72
119,713.98
300.00
AR 10
137
125
12
.00
3,085,354.07
384,190.00
3,469,544.07
91,300.87
687,812.74
779,113.61
45,647.00
AZ 10
31
30
1
.00
818,194.17
100.00
818,294.17
141,961.26
569,523.58
711,484.84
50.00
AZ 11
13
13
0
.00
886.89
.00
886.89
133.03
.00
133.03
.00
CA 10
1,217
1,063
154
799,948.33
22,948,159.16
4,011,633.00
27,759,740.49
3,807,867.89
5,903,688.52
9,711,556.41
496,256.00
CO 10
68
68
0
3,490.80
846,306.58
.00
849,797.38
85,793.00
466,203.70
551,996.70
.00
CT 10
124
120
4
.00
9,645,768.02
56,500.00
9,702,268.02
244,078.33
885,674.46
1,129,752.79
6,343.00
DC 10
43
38
5
7,055.00
1,220,752.45
994,978.00
2,222,785.45
156,460.28
500,945.13
657,405.41
100,596.00
DE 10
216
213
3
8,108.31
11,963,422.57
7,325.00
11,978,855.88
362,986.69
1,794,042.44
2,157,029.13
4,500.00
FL 10
632
607
25
.00
41,981,727.13
2,224,003.00
44,205,730.13
3,358,776.51
16,147,428.90
19,506,205.41
846,239.00
FL 11
77
77
0
24,256.44
577,420.10
.00
601,676.54
28,106.10
49,100.60
77,206.70
.00
GA 10
134
133
1
.00
2,701,851.77
.00
2,701,851.77
221,201.12
1,358,405.95
1,579,607.07
3,751.00
HI 10
16
13
3
.00
310,000.00
175,000.00
485,000.00
92,209.85
118,753.47
210,963.32
11,255.00
IA 10
193
190
3
20,279.87
1,906,686.75
57,732.00
1,984,698.62
269,225.18
771,523.50
1,040,748.68
.00
ID 10
10
10
0
.00
533,616.68
.00
533,616.68
43,458.33
373,701.16
417,159.49
.00
IL 10
567
553
14
25,875.26
16,792,353.99
2,321,340.00
19,139,569.25
2,215,196.22
5,012,119.45
7,227,315.67
278,743.00
IN 10
2,182
2,056
126
142,229.23
3,974,649.07
1,397,951.00
5,514,829.30
2,968,015.80
6,346,702.74
9,314,718.54
1,501,548.00
KS 10
411
393
18
8,311.71
13,180,252.74
792,888.00
13,981,452.45
611,986.00
3,217,245.30
3,829,231.30
66,161.00
KY 10
86
80
6
1,111.26
1,521,209.32
355,972.00
1,878,292.58
158,201.56
1,290,469.03
1,448,670.59
171,511.00
LA 10
178
175
3
533.00
543,751.91
122,700.00
666,984.91
71,243.88
700,499.95
771,743.83
23,008.00
MA 10
134
126
8
3,451.70
5,214,755.82
1,498,813.00
6,717,020.52
369,254.97
1,103,150.04
1,472,405.01
34,572.00
MD 10
362
339
23
17,209.60
9,440,863.96
689,491.00
10,147,564.56
1,614,993.08
3,742,362.82
5,357,355.90
178,675.00
ME 10
60
58
2
.00
5,777,614.26
300,000.00
6,077,614.26
177,311.86
1,385,653.73
1,562,965.59
1.00
MI 10
43
41
2
.00
930,220.33
15,004.00
945,224.33
173,208.30
513,899.42
687,107.72
19,715.00
MN 10
83
79
4
3,215.70
641,889.22
265,935.00
911,039.92
122,521.94
281,177.37
403,699.31
60,338.00
MO 10
747
735
12
5,586.16
17,123,555.97
355,226.00
17,484,368.13
924,260.06
5,820,104.28
6,744,364.34
104,074.00
MS 10
51
47
4
.00
479,929.48
426,001.00
905,930.48
64,250.63
395,808.98
460,059.61
70,013.00
MT 10
100
94
6
.00
2,366,695.61
266,576.00
2,633,271.61
278,552.00
654,811.66
933,363.66
43,738.00
NC 10
497
488
9
102,178.87
4,300,792.70
216,477.00
4,619,448.57
518,559.75
1,516,573.77
2,035,133.52
152,697.00
ND 10
35
35
0
.00
207,482.37
.00
207,482.37
83,601.41
183,385.86
266,987.27
.00
NE 10
240
235
5
51,733.12
1,829,143.62
1,491,283.00
3,372,159.74
114,938.68
916,506.61
1,031,445.29
25,666.00
NH 10
224
215
9
.00
19,589,826.34
1,396,018.00
20,985,844.34
491,681.66
3,763,387.96
4,255,069.62
74,145.00
NJ 10
1,066
1,015
51
.00
61,665,248.34
6,816,001.00
68,481,249.34
1,431,578.06
9,499,136.41
10,930,714.47
400,578.00
NJ 11
10
7
3
5,437.06
201,998.25
28,834.00
236,269.31
34,230.84
4,362.06
38,592.90
585.00
NM 10
35
35
0
3,000.00
689,916.49
.00
692,916.49
41,801.37
393,148.87
434,950.24
.00
NV 10
73
72
1
.00
2,220,987.27
300,000.00
2,520,987.27
450,870.73
1,272,822.20
1,723,692.93
12,465.00
NY 10
407
359
48
53,032.80
2,884,256.92
7,240,888.00
10,178,177.72
1,945,895.00
571,689.23
2,517,584.23
8,622.00
OH 10
280
271
9
.00
5,874,749.00
685,006.00
6,559,755.00
1,020,515.70
2,861,772.56
3,882,288.26
.00
OK 10
137
135
2
2,688.00
2,533,808.35
489,208.00
3,025,704.35
317,087.35
1,286,235.29
1,603,322.64
34,236.00
PA 10
5,284
4,902
382
.00
99,344,307.20
19,736,427.00 119,080,734.20
6,494,467.31
50,183,708.02
56,678,175.33
3,163,575.00
PA 11
1,875
1,574
301
937,011.90
47,555,236.03
50,687,373.00
99,179,620.93
7,705,997.25
3,677,127.91
11,383,125.16
501,578.00
PR 10
871
811
60
.00
26,634,910.41
6,558,699.00
33,193,609.41
2,114,025.39
5,201,982.47
7,316,007.86
409,168.00
RI 10
126
125
1
.00
3,921,259.57
25,000.00
3,946,259.57
162,890.54
572,058.38
734,948.92
9,545.00
SC 10
65
64
1
.00
534,767.29
605,400.00
1,140,167.29
57,572.72
572,775.89
630,348.61
12,594.00
SD 10
304
291
13
14,191.79
2,545,117.31
201,707.00
2,761,016.10
220,202.11
623,053.68
843,255.79
10,544.00
TN 10
147
142
5
.00
458,151.31
4,395.00
462,546.31
415,669.26
1,605,810.16
2,021,479.42
466.00
TX 10
1,482
1,407
75
102,565.00
44,921,962.96
2,983,093.00
48,007,620.96
1,913,290.09
18,685,109.55
20,598,399.64
545,832.00
UT 10
24
20
4
914.28
442,361.35
85,475.00
528,750.63
26,019.51
179,331.83
205,351.34
18,287.00
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SECTION I: CLAIMS OVERVIEW
GA CLAIMS FOR POLICY BENEFITS

PHICO IN LIQUIDATION
UDS FINANCIAL REPORTING
GUARANTY FUND CLAIM OVERVIEW REPORT
AS OF 12/31/2007 RAN ON 02/05/2008

RUN DATE: 2/15/08
TIME: 11:06:47
PAGE:
2

CLAIMS FILES
EARLY ACCESS*
GA CLAIMS REPORTED
TOTAL LIABILITY
GA EXPENSES REPORTED
STATE/ ---------------------------- --------------- ------------------------------- --------------- --------------------------------------------------------------RPT LOC ASSIGNED COMPLETED OUTSTANDG
CLAIMS PAID
CLAIMS PAID CLAIMS RESERVE
(INCURRED)
ADMIN EXPENSE
LAE EXPENSE
TOTAL EXPENSE EXPENSE RESERVE
------- -------- --------- --------- --------------- --------------- --------------- --------------- --------------- --------------- --------------- --------------VA 10
122
117
5
12,489.96
3,299,396.23
750,960.00
4,062,846.19
295,804.02
1,936,476.70
2,232,280.72
16,830.00
VT 10
102
92
10
989.64
4,286,193.93
483,308.00
4,770,491.57
185,620.39
757,587.19
943,207.58
42,809.00
WA 10
12
12
0
.00
1,231,731.09
.00
1,231,731.09
37,969.00
557,664.58
595,633.58
.00
WI 10
137
136
1
.00
331,536.03
25,000.00
356,536.03
243,320.90
189,981.75
433,302.65
9,475.00
WV 10
98
96
2
.00
5,560,412.46
125,000.00
5,685,412.46
352,247.22
1,366,243.78
1,718,491.00
1,489.00
WY 10
16
13
3
.00
1,071,000.00
3.00
1,071,003.00
35,637.00
120,357.29
155,994.29
3.00
------- -------- --------- --------- --------------- --------------- --------------- --------------- --------------- --------------- --------------- --------------GA
21,629
20,189
1,440
2,364,252.44 521,901,492.88 117,699,913.00 641,965,658.32
45,424,382.21 168,716,307.10 214,140,689.31
9,518,223.00
TOTALS
(A)
====================================================================================================================================================================
NOTES :
* Early Access Claims Paid represent workers compensation claim payments made directly by PHICO after the date of liquidation.
These were paid "on behalf" of GAs until the workers compensation claim files could be transferred to the Gas
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EXHIBIT
K

PHICO Insurance Company (In Liquidation)
Proofs of Claim Statistics
Inception to Date December 31, 2007

Class Description

Total
# of POCs
Received

# of POCs
Received
after 4/1/03

# of NOCEs
Issued

# of NOCEs
Accepted

Allowed Amounts # of NOCEs
Allowed Amounts
on Accepted
Approved for on NOCEs Approved
NOCEs
Distribution
for Distribution

113

4

56

56

$

B - Policy Holder Claims

15,938

2,105

15,246

15,064

$

C - Federal Government

3

-

-

-

$

-

A - Administrative Expenses

113,110,163

56

$

-

14,694

$

-

$

-

20

$

-

101,711,759

36

1

26

25

$

10,394

998

10,376

10,368

$

22,839,463

10,100

$

22,081,730

F - State/Local Government

47

1

46

46

$

809,131

46

$

809,131

G - Late Filed / Subrogation

1,921

689

1,840

1,811

$

3,424,466

1,705

$

2,387,505

H - Surplus, Prem. Refunds

-

-

-

$

-

$

D - Employees
E - General Creditor / UEP

5

I - Shareholders/Other Owners
TOTALS

Other Counts

28,457

3,798

565

Contingent Unliquidated POCs

176

4

$

454,222

4

$

454,222

27,594

27,374

$

140,637,445

26,625

$

127,444,347

0

Awaiting Information

37

Total Other Counts

778

-

4

Inception
To Date

POCs with Claims at GAs

Ready to Evaluate

-

-

EXHIBIT K

EXHIBIT
L

PHICO Insurance Company (In Liquidation)
Proofs of Claim Statistics
Quarter to Date December 31, 2007

Class Description

Total
# of POCs
Received

# of NOCEs
Issued

# of NOCEs
Accepted

Allowed Amounts # of NOCEs
Allowed Amounts
on Accepted
Approved for on NOCEs Approved
NOCEs
Distribution
for Distribution

A - Administrative Expenses

-

-

-

$

B - Policy Holder Claims

(16)

114

204

$

C - Federal Government

-

-

-

$

D - Employees

-

-

3

E - General Creditor / UEP
F - State/Local Government

1

-

8
-

15

G - Late Filed / Subrogation

4
-

31

53

-

-

$

-

-

$

-

-

-

$

-

$

-

-

$

-

$

-

-

$

-

$

-

-

$

-

$

-

-

$

-

5,875,874

H - Surplus, Prem. Refunds

-

-

-

$

-

-

$

-

I - Shareholders/Other Owners

-

-

-

$

-

-

$

-

154

261

$

-

$

-

TOTALS

2

EXHIBIT L

5,875,874

EXHIBIT
M

PHICO Insurance Company (In Liquidation)
Notice of Claim Evaluation Objection Statistics
Inception To Date December 31, 2007

Class Description

Total # NOCE
Objections
Received

Allowed Amounts
on Objections

# of
Objections
Resolved

Allowed Amounts
on Objections
Resolved

1

$

-

1

$

-

B - Policy Holder Claims

559

$

14,027,096

450

$

9,646,647

C - Federal Government

-

$

-

-

$

-

D - Employees

-

$

-

-

$

-

1,297

$

2,569,546

1,297

$

2,569,546

F - State/Local Government

2

$

88,452

2

$

88,452

G - Late Filed / Subrogation

44

$

5,022,557

36

$

1,576,884

A - Administrative Expenses

E - General Creditor / UEP

H - Surplus, Prem. Refunds

-

$

-

-

$

-

I - Shareholders/Other Owners

-

$

-

-

$

-

TOTALS

Class Description

1,903

21,707,651

13,881,529

# of
Allowed Amounts
# of
Allowed Amounts
Objections
on Objections
Objections
on Objections
Unresolved
Unresolved
Unresolved Not
Allowed Amounts Unresolved
on Objections
Assigned to
Assigned to
Not Assigned
Assigned to
Unresolved
Referees
Referees
Referees
to Referees

Total # of
Objections
Unresolved

A - Administrative Expenses

-

$

-

B - Policy Holder Claims

109

$

4,380,449

C - Federal Government

-

$

-

D - Employees

-

$

E - General Creditor / UEP

-

F - State/Local Government

8

G - Late Filed / Subrogation

1,786

-

$

-

$

4,252,794

-

$

-

-

-

$

$

-

-

$

-

-

$

3,445,673

11

3

-

$

-

$

127,655

-

$

-

-

-

$

-

$

-

-

$

-

$

-

-

$

-

$

2,486,053

$

959,620

98

5

H - Surplus, Prem. Refunds

-

$

-

-

$

-

-

$

-

I - Shareholders/Other Owners

-

$

-

-

$

-

-

$

-

TOTALS

117

7,826,122
EXHIBIT M

14

6,738,847

103

1,087,275

