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CECs seek protection for assets /Sharehol der suits raising anxieties

By SHANNON BUGGS
St af f

Now t hat chi ef executives are being held personally responsible for
their conpanies' financial statenents, they have to worry nore than
ever about their own bottomlines.

A growi ng nunber are asking attorneys about |egal ways to shield their
noney and property from sharehol der | awsuits and federal prosecution

"We're hearing fromsenior executives and directors of conpani es who
are asking us whether they should be taking steps to have their
exposure revi ewed and get advi ce about appropriate protections,
Ken Sinmon , a partner at Locke Liddell & Sapp in Houston.

says

Sinon tells themthere are lots of ways to protect their assets,
i ncluding setting up offshore accounts, fam |y partnerships and trusts.

"Historically, we've been approached by doctors, accountants and sone
|awers to do this," he says. "Executives have really never felt the
same sense of exposure as those professionals, but all the recent

| egislation is causing themto be concerned."

The CEO certification | aw that took effect Wdnesday says corporate
honchos can be jailed or forced to forfeit bonuses and stock earnings
if they knowingly file false or m sleading financial statenments with
the Securities and Exchange Conmi ssi on.

That's a conplete reversal from how securities fraud cases used to be
handl ed. Until the accounting scandal s caused investors to m strust
corporate America, many securities fraud cases could be resolved by the
conpany paying a fine out of its coffers.

Shar ehol der | awsuits accusi ng conpanies of fraud could be settled using
noney from an insurance policy. Executives rarely had to dig into their
own deep pockets.

But sharehol ders outraged by the executives of bankrupt corporations,
such as Enron Corp., being able to keep their honmes and | avi sh
i festyles have devel oped a "get the CEQ' attitude.

They are suing the individuals they consider responsible for the
financial nmesses that destroyed their portfolios and wecked enpl oyee
retirement accounts.



At the sanme tinme, insurance conpani es have deci ded nowis a good tine
tolimt their |losses. They are raising policy premuns and reducing
cover age.

"Energy conpani es and financial institutions are getting hit pretty
hard with rate increases because they've had a | ot of negative press
lately," says Stefano Mnale, a senior vice president in the Houston
of fice of insurance broker Mrsh Finpro.

A coupl e of years ago, a $100 mllion policy would have an annua
premiumof less than $2 mllion, he said. Today that policy would cost
about $4 nmillion - and a conpany may not be able to get that much
coverage because the insurer considers it too risky.

Real i zing that they nmay have to pay if an underling nakes a m stake or
conmits fraud, corporate executives are exploring ways to protect their
weal t h.

The traditional ways of shielding assets still work. Creditors can't
touch hone equity (at least in Texas and Florida). They also can't
touch individual retirement accounts, including Roths; life insurance

policies and annuities. Al enjoy nearly unlimted protection from
creditors.

But people with mllions to shelter use additional options.

One approach is to avoid getting paid with bonuses and stock options.
The new | aw says executives have to repay bonuses and profits realized
on stock sales within 12 nonths of an earnings restatenent.

But creditors can't get to wages, SO sone executives wll probably seek
to increase their base salaries and not participate in deferred
conpensation plans in this new regul atory environnment, says Edward
Rhyne, a Houston partner and securities |aw specialist at Gardere Wnne
Sewel | .

G ving noney to spouses and offspring is another method, but such gifts
usual |y are done through el aborate trusts.

Movi ng noney to Cari bbean and European nations al so works because it is
so hard for attorneys to track it down once it is placed in a nunbered
account .

But before setting up such arrangenents, executives should consider how
enpl oyees, sharehol ders and regul ators mght react if they knew about
them says Robert Barbetti, a J.P. Mdrrgan Private Bank executive who
regul ar consults with CEGCs and chief financial officers.

"Stop and think about what does that say about the conpany and what
does it say" about you, he says.
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