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GICs Sut

ho: Herbert Hutton,

U.S. District Court
judge Eastern
Pennsylvania in Philadelphia.
What: Hutton, 59, will pre-
side over the trial of an
employee lawsuit against $6.4
billion Unisys, a case he had
decided with a summary judg-
ment in Unisys’ favor in
1995. Workers claim the
company acted imprudently

for

when it offered a particular

gfollp Of guarantCCd inVCS[‘
ment contracts (GICs) as an
investment option in its

New Treasurers Group Started -

WORTH KNOWING

Revisited

defined contribution (DC)
plan and didn’t disclose the
risks to employees.

When: A trial date should be
drawn within the next few
months.

Why: The boundaries of cor-
porate responsibility for DC
plans have remained murky,
making Hutton’s decision in
the Unisys case a potential
landmark.

Through the end of the
1980s, Unisys offered its DC
plan participants several invest-
ment options, including an
Insurance Contract Fund thar,
along with Unisys’ fixed-income
plan, ploughed $213 million
into GICs issued by Executive

Judge Herbert Hutton

Life Insurance Co. of California.
Executive Life declared insolven-
cy in the early 1990s.

When the DC plan lost
money, employees sued, charg-
ing that Unisys had breached its
ERISA fiduciary responsibilities
by, among other things, failing
to provide adequate disclosure.

Unisys defended itself by stating

that under ERISA it would not
be liable in circumstances where
participants exercised control
over their own accounts, and
that employees had six other
funds from which to choose.
Hutton granted Unisys” motion
for summary judgment on
those grounds. An appeals court
noted that the facts of the case
were not so clear-cut and
ordered a new crial.

Lawyers generally say
Hurtton is experienced in secu-
rities fraud and bankruptcy
cases, and is even-handed. The
Almanac of the Federal
Judiciary quotes one civil liti-
gator as saying, “He'’s defense-
oriented, but he’s very shy
about controversial rulings
and doesn’t want to be
appealed.” * William Freedman
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H Pensions [Eaaath

Wi 401 (1) Plans Overplotecicls t

OORPORA'IE TREASURERS WHO WORRY
that 401(k) assets could be stolen, misappropriated
_'lm‘tmlnnlmtpncypmocaimgscnnnowbuyspe—
msummctoprotwtagaumdlcscnsks. But trea-
rers and corporate plan sponsors aren’t overly
impressed so far since other typsofpohacs cover a
good part of this risk already.

Fidudiary & Benefit Investors Corp. -
(FBIC), a consortium of underwriter -
Alrich-American Insurance Group, §8
\diolcsale.r Tn-C.lty Brokerage, and ven- [
r Kemark ‘Marketing, has come out  #ll
tha su.ruybond to guarantee a 401(k)
Ln_s._assds in the event of theft, m]sappropnanon
and insolvency. The product comes in response to
formcr Labor. Sccnemry Robert Reich’s initiative
against misappropriation of retirement plans. “We
“did a Lexis- Nexis search and came up with 600 hits’
. [regarding 401(k) money disappearing],” says Paul
Md(con, president of both FBIC and Kemark.
*“Thar figure may seem puny out of the 240,000
“plans in the U.S, but McKeon says “even if 1% [of

401(k) sponsors] are potentially a problem, that’s a

$10 billion problem.” FBIC will mdcmm the

risks for one cent on the doﬂa.r whlc:h on-$10 bl.l-

lion means a cool $100 million in premiums.
“Treasurers so far say that FBIC’s pmductmay

“be redundanc. “We have ﬁduaa.ry liability insur-

ance thar would cover it,” says Pcter Noll, acting
treasurer for $6.4 billion Unisys, a cnmpany cur-
rently in ERISA lmgauom m not sure

what [a 401(k) bond] woul&nadd to a
:_-'gcnetal fiduciary liability policy.” -
-_chothtypcsofmsumncccover

_ thcft or mlsappropnatlon,_ McKeon

says | the bond has the added advanmgc

-of e ensurmg payout should the plan sponsor

become insolvent. What's. been: ithe response to
the product? “Pretty good,” he says. "Wc re_get-
ting a lot of calls from broker-dealers.”
Corporate plan sponsors havcn t exactly
rushed to sign up since the product was intro-
duced about a month ago. Specialty surety man-
ager Patrick Evans concedes that Zurich-
American has yet to underwrite a single FBIC
bond. @ William Freedman
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