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Spokane insurance firm ordered into receivership
Thursday, March 4, 2004
By NICHOLAS K. GERANIOS
THE ASSOCIATED PRESS
SPOKANE -- The state has taken control of a life-insurance affiliate of troubled Metropolitan Mortgage & Securities Co.

Insurance Commissioner Mike Kreidler said yesterday that the move was intended to help the company deal with Met Mortgage's financial problems and was not a sign that Western United Life Assurance Co. was in any distress.

Met Mortgage agreed to the action to help deal with a tax issue, said Bill Ripple, a spokesman for Kreidler.

"I want to assure Western United policyholders that this action was taken to protect the assets that secure their investments," Kreidler said in a statement. "We plan to continue conducting Western United's business as usual."

The company's day-to-day operations will be directed by chief deputy receiver Wayne Metcalf, he said.

"This restructuring will help us achieve separation from our parent company while we continue to conduct business," Western United President Dale Whitney said. "We remain dedicated to continuing a high level of service and prompt claims payments for our policyholders.

"We are confident Western United will emerge from receivership as a healthy and strong company," he said.

Western United has more than 40,000 policyholders in 16 states, assets of more than $1.7 billion and a cash reserve of more than $200 million.

Western United has operated under Kreidler's administrative supervision since late December, when the insurer's board of directors sought his help in preserving its assets and financial integrity.

Met Mortgage, a $2.5 billion financial conglomerate and holding company for the insurance affiliate, filed for Chapter 11 bankruptcy reorganization Feb. 4. Western United is not part of that filing.

Kreidler filed the uncontested petition for receivership in Thurston County Superior Court on Tuesday after the insurer indicated that it likely would be responsible for an $18 million tax liability incurred by Metropolitan. The tax liability stems from a tax shelter that Metropolitan made on behalf of itself and Western United.

Metropolitan procured tax shelters on Western United's behalf in 1998. Although the total amount of the settlement is $18.4 million, about $1 million will be paid by Western to the Internal Revenue Service in cash, and $17.4 million will be paid by Metropolitan through a tax reduction. 

The IRS and recent court decisions now suggest that the tax shelter will be disallowed. Metropolitan had indemnified Western United against this development, but that was rendered meaningless with Metropolitan's bankruptcy filing. After making the adjustment for the tax shelter and capital gains and losses, Western United posted a net loss for 2003.

Met Mortgage owes Western more than $70 million in unpaid loans secured by real property owned by Met and Met affiliates. In addition, Western believes it has substantial claims against Met, which are likely to exceed any amount Western may owe Met. 

The Securities and Exchange Commission and the state Attorney General's Office have called for fraud investigations into the decisions that drove Met Mortgage into bankruptcy protection.
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