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Fhone: 347-4880
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DATE: December 10, 2002
TO: Thedford L. Shanklin, Director

FROM: Ethelbert Scott, Jr. &7
Rhonda L. Combs ZL&

SUBJECT: FOLLOW-UP REVIEW OF THE SPECIAL REPORT OF THE WEST VIRGINIA
BOARD OF RISK AND INSURANCE MANAGEMENT’S (BRIM) UNFUNDED
LIABILITY AND THE PROCEDURES FOR HIRING ATTORNEYS TO DEFEND
THE STATE AND ALY, OTHER ENTITIES INSURED BY BRIM WHEN
LAWSUITS ARE FILED DURING THE PERIOD JULY 1, 2000 THROUGH JUNE
30, 2002.

Inawordancewithyourinstmcﬁons,weperfomedafollow-upreviewoftheWeschginiaBomd
of Risk and Insurance Management (BRIM) special report dated October 16, 2002. BRIM stated
tlmywouldpmvideanexplamﬁonofwhythmwasasig:ﬁﬁcamincreaseinnmdicalmalpmﬁce
claims for State agencies during fiscal year 2002. This increase in medical malpractice claims was
partoft.hsreasonformedgdﬁmmincreaseofSIB,SM,UOOinBRMsdeﬁciemyinretaimd
earnhgsatmee30,2002awordingtoBRM'sChiefF'mancialOﬁeeri:mmspecialmpmtdated
October 16, 2002, BRIM also stated they would ide more detgiled information regarding the
wucedmmforhiﬁngaﬁomeyshdcfendﬂm%mdaﬂothﬂmﬁﬁwmmbyBRMwhm
Jawsuits are filed during the period July 1, 2000 through June 30, 2002. In conducting the review,
wespokewithMr.Chm'lesE.Jonm,Jr.,ExecmiveDira:torofBRm. The review shows that the
additional information BRIM promised to deliver was provided to us on November 15,2002. The
information BRIM provided to us is detailed bolow.

homspmidrepoﬂda&dOﬁobul&ZOOLBRMmmd‘ﬁhemﬂmdedﬁnﬁﬁwismedeﬁdm
mremmedemnings,chhmeansBRMdomnmhweemughassemmoﬂhathehpmjwwd
linbilities if all the claims would become due today.” BRIM said the significant increase of
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$18,547,000 in the deficiency on June 30, 2002 was attributed to the significant increase in the
estimated value of claims filed against BRIM insureds relating to the general liability insurance
wveragt%forStateAgencmlandSenateBﬂlB(SBBJemu&smdthemedlcalmﬂlpmcnceinmce
coverage for State Agencies.

We asked BRIM two questions regarding the increase in medical malpractice claims filed against
State Agencies. BRIM stated they do not know why the medical malpractice claims have increased
so dramatically, but did say that the majority of these claims were filed against the West Virginia
University Medical School (WVU). BRIM stated they would research and find the answers to these
questions for the November 2002 interim meeting. The responses regarding the two questions were
provided by BRIM on November 15, 2002 and are provided below.

(1) What is the reason for the significart increase in medical malpractice claims for State Agencies?

BRIM met with WVU’s risk managers, Mike Gansor and Sandy Price to discuss the additional
information needed to explain the significant increase in medical malpractice claims filed against
WVU. Ms. Price provided a summary outlining her analysis of the WVU claims in which she stated,

“In December of 2001 the WV Legislature passed a tort reform bill for medical malpractice
claims that became effective on March 1,2002. One of the provisions of that bill requires all
malpractice suits filed on or after March 1, 2002 to include a Certificate of Merit showing the
claim was reviewed by an “expert witness” and there is merit to the claim. This led to a large
increase in medical malpractice suits being filed in January and February 2002 to avoid the
new provisions. West Virginia received notice of 17 new suits from January through March
2002 and by the end of June WVU had received notice of 26 new suits for the first 6 months
of 2002. From July through September 2002,W VU received notice of 4 new claims,

1 believe a large part of the increase in the number of suits filled against WVU in the first 6
months of this year was cansed by the WV Legislature changing the requirements for filing
suit. 17 new suits in a quarter and 26 new suits in 6 months are the highest numbers I found
when I reviswed WVU’s claims history for the last 4 years. Receiving notice of 4 new claims
in the quarter that ended September 30, 2002 is the lowest number of suits or ciaims filed in
any quarter since the first quarter of 1998 (the first year I reviowed).

Filing of Suits agatnst WVU or Notice to WYU of Suits*
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*These numbers are notices of suits being filed; the year in which they are filed is not
the same as the policy year for insurance purposes.”

(2) Was this increase a trend to be expected in future years or was it a one time occurrence?

Ms, Price also stated, “I also compared total incurred losses at 24 months after a policy year
ends to ultimate losses for that policy year for three years - FY 92, 93 and 97 and looked at
projected ultimate losses for FY 99. On average, total incorred losses at 24 months after a
policy year ends Is generally 45 - 55% of the total ultimate Iosses. If this historical analysis
were to hold true, then the ultimate losses for FY 2000 could approach $10 million dollars,
However, I believe because of the change in the malpractice statate, FY 2000 cases were
received and reserved earlier than normal/historical data would indicate. Therefore I do not
believe that losses for FY 2000 will double between July 2002 and the determination of the
nltimate losses for that fiseal year.

I then looked at numbers of claims filed and total losses per policy year from FY 93 - 00. This
data indicates that although there are good and bad years and total losses increased
significantly between FY 95 and FY 96, I do not believe there is a current pattern to indicate
there will be a sharp continual upward trend.

Year # of Claims Total Losses Incurred*
FY 93 26 3,923,103
FY 94 40 $1,857,138
FY 95 28 $2,393,720
FY 96 45 _ 35,394,601
FY 97 46 $5,128,106
FY 98 : 33 $5,356,003
FY 99 35 $7,653,379
FY 00 a3 $5,081,893

“Total losses incurred = total losses paid + total losses reserved

Iwill do further analysis to try and determine which policy years the change in the malpractice
statute and the corresponding increase in filings in early 2002 affect.”

Additional information provided by Mr. Jones regarding the two questions above was as follows:

. “WVU has experienced an increase in the severity of claims but there is no single
identifiable characteristic to justify the increased severity.
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. Physician and student poepulation have remained relatively constant,

. It is believed that due to the number of OB/GYN phyricians leaving practice, those
remaining are referring the most high-risk delivery cases to WVU.

. WVU is in the procss of a study comparing other state teaching institutions to
determine if they are undergoing similar medical malpractice claims.

. The medical malpractice liability coverage provided to physicians is a benefit of

employment, making it difficult to assess surcharges to individual physicians who
generafe losses.

. BRIM sent loss control specialists from AIG to WVU to assist them, which Ms, Price
indicated was very heipful.”

As noted in our special report dated October 16, 2002, BRIM has confracted with American
International Group, Inc. (AIG) to provide claims management services on behalf of BRIM for all
lawsuits filed agrinst a State Agencies or SB3 entity regarding generl liability, antomobile liability,
medical malpractice, property liability, and mine subsidence claims. AIG also process claims filed
against State Agencies and SB3 entities covered by BRIM under general liability, automobile
liability and medical malpractice insurance policies. BRIM administers all property and mine
subsidence claims. As stated in the contract with AIG, BRIM has given AIG the right and duty to
defend lawsuits filed against an entity insured through BRIM and the ultimate responsibility for the
selection of defense counsel. AIG has selected specific law firms to be part of their pane] counsel,
AIG chooses firms from this panel counsel to represent the State Agencies and SB3 entities. The
procedures AIG has in place to put firms on AIG's legal panel are not documented by BRIM.

We received a letter dated October 17, 2002, from Charles T. Waugh, AIG Service Center Manager,
explaining the procedures used by AIG 1o establish a pane! counsel in late 1995 and the procedures
used to add a firm to the panel. Mr. Waugh sent a supplement to the October 17" response on
November 8, 2002. The letter stated,

“We wish to supplement our previous letter dated October 17, 2002, concerning panel counsel
retained to represent participants in the BRIM program. I will describe how panel counsel
is selected, how suits are assigned and the use of non-panel comnsel.

In 1995, AIGCS responded to an RFP concerning the BRIM program. The RFP requested a
list of panel counsel that would be used in the program. AIGCS provided a list of lnw firms
that we would retain to handle cases on behalf of BRIM. Thelist was made up of the law firms
being used by BRIM through their carrier, CNA.

Certnin firms already appeared on AIGCS’ approved panel of firms, and these were
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automatically approved for the BRIM program. The other firms were asked to complete a
brief questionnaire and submit it with a firm resume to AIGCS. The submissions were
reviewed with particular emphasis on conflicts, expertise, fee rates, and prior representation
of BRIM. All firms had to agree to AIGCS’ Litigation Management Program (see attached),
which is considered one of the best in the industry. 1t was belicved to be very important to use
firms that had prior experience with the BRIM program in order to maintain a continuity of
claims handling and to have an understanding of the defense philosophy established by BRIM.
It should be noted that no sult is settled without BRIM's approval.

Over the years there have been requests to add firms to the panel counsel. These requests may
be sent to BRIM, or directly to AIGCS. Any firm seeking approval as panel counsel must go
through the review process previonsly described. Again, emphasis is placed on the expertise
of the firm and kmowledge of the BRIM program.

The BRIM program receives an average of 500 new lawsuits every year and mafntains an
average of 800 pending lawsuits. On many of these lawsuits, there are multiple defendants that
often require the use of more than one law firm, due to conflicts of interest. There have been
suits that have required the use of five or six different law firms in order to meet the duty to
defend, severability and separation of insureds provisions of the insurance policies.

The selection of specific defense connsel on a specific lawsuit is first based upon a strong
preference for panel counsel, a request for a specific counse] from the BRIM insured, the
specislty and expertise needed for the case, and jurisdictional and venue considerations. The
overall assignment philesophy is to utilize a variety of panel firms, and with input from the
BRIM insured, cheose the best defense connsel available for a particular ease.

We have also had requests to use non-panel counsel in situations by entities and individuals
that are covered under the BRIM program. For example, we use non-panel counsel to defend
members of the jndiciary, including the justices of the West Virginia Supreme Court, by
agreement with BRIM. We have also used non-panel counse] at the request of the WV
Aftorney General. In 1997, when AIGCS took control of approximately 750 files, previonsly
handled by CNA, under a Novation Agreement, we maintained the use of the original defense
attorney, either panel or non-panel, whenever possible, to provide continuity of representation
to our BRIM insureds,

To ensure that our customers receive consistent, high-quality legal representation, our
Litigation Management Guidelines ensure the best possible results throngh effective planning
of defense strategy, controlling legal costs, as well as the ability to meet deadlines and to
quickly respond to significant case developments. In addition, legal invoices are carefally
reviewed for compliance with our billing practices, which provides for Iegal fee billing at six
month intervals, Invoices are carefully scrutinized by our elaims technicians, both manually
and by use of our automated Billing Analysis Program (BAR). Excessive charges are deducted
prior to paying invoices with the reasons for the deductions provided to panel counsel.”

We have attached a copy of AIGCS® Litigetion Management Program to this memorandum.
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Introduction

HisthepuﬁcyufﬂmmembahmnmmpmﬁmofﬂmAmmimlnmmﬁmm]Grmpm
provide the finest quality defense for their insureds by achieving superior results through
the most cost effective manner possible. Interent in this policy is the objective of
providing a quality defense through a long-term partmership with retained counsel.
Through such a relationship, retained counsel can best understand and be responsive to
these requirements.

The policies and practices set forth in this document describe the Litigation Management
Program for all counse! retained by us. They ave the foundation of a successful
‘relationship between retained counsel, our insureds, and the AIG member companies.
Effective and economically sound Etigation management is achieved by close teamwork

The development and evaluation of each claim st the earfiest time possible, and on a
contimiing basis, is the foundation of this management. This process requires active
commumication between the claims techmician and defiense connsel, coordination of
activities and the application of common sense and good business judgment to handling
litigation. Improved file handling, through close communication at every stage of the
litigation process, joint decigion-making upon a ressonsble course of action and
appropriate file documentation will ensble us to achieve ocur goal of superior results on
behalf of cur insureds. This program provides the tools necessary to achieve these
objectives and to firther our partnership with retained counsel

anﬂmﬁngmhm&mofwjohnﬁ‘ormmwhimmijﬁvmismm.pmtof
this program. Effective joint planning of defense strategy, implementation of realistic
litigation Plans and Budgets, substantive and timely case evalnations and superior resnlts,

whether as setilements or verdicts, will be regularly scrutinized.

Nothing in this document is intended to interfere with counsel’s obligation to provide
independent legal judgment in representing the insured. Rather, it is our desire to make
the claims technician a part of that decision-maling process.

L Litigation Management
A. New Assignments

1. Case Referral

The law firm will designate one or more attorneys to receive initial assignments.
Assignments made by telephone will be confirmed in writing with a copy of the claim file,
With every new assignment, the claims technician will provide counsel with:



* our claim file mumber (with the assignment, or as soon thereafier as it is
available), and
oa osed nitil Htigati plan i inex the .
m;““? . mﬂnﬁ mg...mlpl tﬁ oo 8 g
b. summary of allegations in the Complaint;
¢. coverage issues (for counsel's information only);
d. preliminary assessment of liability and case value;
e. critical case issues requiring resolution by claims and/or counsel; and
f. proposed schednle of joint activities aimed at resolving critical issues.

Attachment “A” contains the format for new case assignment letters. Specialty units may
vary this format as appropriate.

The claim file number and the names of the imsured and claimant must be inciuded in all
firure correspondence (including cc’s) and contact with our office.

2, Agreed-To Litigation Plan and Budget

() In the assignment letter, the claims technician will set forth a proposed plan of action
covering the initial phase of the case, specifying a date by which counsel must telephone
the techmician to discuss this plan.

‘ (b) In the planning conversation, counsel and the claims techmician will identify and
address the critical issues that mmst be resolved duving the inftial phase of the case, or
such other time frame as is appropriate, It is the mutual responsibifity of counsel and the
clzims technician to evaluate and prioritize the issues presented by the case, and to identify
appropriate and meaningfil activities to address these issues, including the date by which
the activities will be completed. Counsel and the claims technician should also agree on a
date for the next follow-up planning conversation.

(1) In Casualty Assignments:

If the resulting Agreed-To Litigation Plan differs from the proposed plan, it will be
memorialized in writing by the claims technician and promptly forwarded to
counsel. (See Attachment “B™).

Within 5 working days following receipt of the assigmment letter or revised
Agreed-To Litigation Plan (where necessary), counsel will prepare a Litigation
Budget covering the items set forth in that plan.

(2) In Professional Liability Assignments:
The Agreed-To Litigation Plan mugt be memorialized in letier form by counsel,
ithin 5 working days of the plamn? tion. The Litiaation Budeet should
also be provided at this time. (See Attachment “B”).

(c) Counsel must keep in mind that we view the litigation Budget as a financial trenslation

. of the Agreed-To Litigation Plan. It should conform to the agreed wark plan and estimate
the cost of completing each activity within the specified time period.



(d) In no event will counsel be reimbursed for any unilateral activity or expense incurred
outside the scope of the Agreed-To Plan,

3. Reviewing and Updating Agreed-To Plans

(a) When any activity, fact, matter of discovery or other case development warrants a
deviation from the current Agreed-To Plan, or when afl agreed-to activities have been
completed, or when the case enters or is about to enter a new or different phase, counsel
will contact the claims technician by telephone and discuss thess matters and their impact
on the case. When appropriate, a new Agreed-To Litigation Plan (in the form of
Attachment “B”) and Budget will be prepared by counsel within 5 working days of the
planning conversation.

(b) Counsel shall not undertake any activity unil it has been agreed upon with the claims

(¢) In order to insure that all cases are proceeding promptly and efficiently, at least every 6
months counsel will review the current Agresd-To Plan and Budget, and communicate
with the claims technician accordingly, even if no changes are contemplated. When
appropriate, a revised Agreed-To Litigation Plan and Budget will be memotialized by
counsel, within 5 working days of the planning conversation.

B. Reporting’

1. Agreed-To Litigation Plans in Pending Cases

(a) Ins Casualty Assignments:

In pending cases which do not as yet have Agreed-To Plans, the claims techmician end
counsel will discuss the critical issues remaining, and agreo on the activities necessary to
resolve those issnes. Within S working days following this agreement, counse] will
memorialize the Agreed-To Litigation Plan (see Attachment “B”) and provide a Budget.
Thereafter, counsel and the clsims technician will review and adjust the plan in accordance
with number A. 3. above,

(b) In Professional Liability Assignments:

In pending cases which do not as yet have Agreed-To Litigation Plans; counsel will
comtact the claims technician when the next attorney status report (ARF or ASR) is due
and have a planning conversation to discuss the critical issues remaining, and agree on the
activities necessary to resolve those issues. Within 5 working days following this
agreement, counsel will memorialize the Agreed-To Litigation Plan (see Aitachment “B”)
and provide a Budget. Thereafter, counse] and the claims technician will review and
adjust the plan in accordance with mumber A. 3. above.

2, Deposition Summaries
Within 2 working days foflowing a deposition, counsel will contact the claims techmician
to discuss the impact of the deposition on the current Agreed-To Plan, together with any



newly contemplated file activity. A summary of the deposition, with specific emphasis on
resclution of eritical issues, will be provided by counsel, even if there are no changes to
theAsreed-Ton,wﬁlﬁnlmekixgdnyaa&uﬂwdepoﬁﬁm (Ses Attachment “C").

Any -line iti be speci the claims
linp-b)irn deposition summary must be specifically approved by

() In Environmental or Toxic Tort Assignments Only:

Counsel and the claims technician may agree to a plan of depositions which do not
require inmmediate reporting. In those cases, counsel will advise the Home Office
Examiner of his analysis within 10 working days following the completion of the agreed
depositions, but will immediately commmunicate any fzet or matter of discovery which may
have a significant impatt on the case.

3. CovmgnOphﬂnnAw .
Wmmhmw&mlomm&ﬂmwdaﬂm
palicy and file materials. Counsel shall promptly ine if additional materials are
required and immedistely request same of the claims technician. Coverage counsel in
Errors and Omigsions claims, or other specialized fines, should refer to the separate
guidefines for those lnes of business for more detailed requirements.

Within 5 working days of assignment, coverage counse! shall prepare a Budget, outfining
Wmoﬁmnhmo&mmnmﬂﬂedacﬁvﬁm.wﬁhﬁmmﬂﬁmdﬁmmd
approval and memorialized in the working file.

requesting, at an appropriate point in the case, counsel's analysis and recommmendations for
fiture action. If requested, the olzims technician will advise what form the report is to
take,

4. Settlement Conference and Trial £

(8) Counse! shalt notify the claims technician of a seitlement conference or trial date &s
8001 a3 the date is set, even though these dates are frequently postpored. Ifa date is
postponed, counse] shall notify the claims techmician of the new date as soon as it is

(b) If 8 matter is taken to frial, counsel will report at least twice each day to the claims
technician. The results of hearings, arbitrations or other court appearances will be
Wmmwmmmmammwwﬁm

5. Claims File Docamentation



The following items shall be sent to us as a matter of course:
(2) The Answer, any Amended Complaints, and any third-party pleadings.
@)Coﬁmof;ﬂmﬁngnmmﬁmwhichmummlmmﬁqm,nﬁmdy

(c) Release, Dismissals or Final Judgments.

Do not send us any dosuments or correspondence which do not have substantive impact
on the conduct or evaluation of the suit.

1. Legal Defense
The development of a focused and sound legal defense in suppart of the
Agreed-To Litigation Plan is the of counse! and includes the following:

negligence;
(d) Raising causation issues to ascertain whether there is 8 nesns between the
insured's act and the damages sustained; and
(¢) Aralyzing critically the basis of all damage claims,

.2, Investigation

Direction of the overnll claim investigation is the responsibility of the claims technician.
hvmﬁgaﬁmahﬂﬂbeumwmdbydahmpm'mmdwﬁhmﬁdmﬁmwmdwm
be addressed to the claims technician handling the case. The claims technioian will then
secure the required information, using AIG Claim Services, Inc. (AIGCS) fisld adjusters
or, in the case of specialty lines, other approved adjusting companies, as needed. Formal
rﬁswvaywmbeuﬁﬁmdwhueappmpﬁmeaﬁm'agmﬂnﬁuhyommdandﬂwdﬁms
technician as memoriafized in the Agreed-To Litigation Plan. Any exception to the above
must be specifically authorized in advance,

3. File Handling o

In considering motions and depositions in connection with Agreed-To Plans, counsel shall

evaluate their use to insure a positive and value-added impact on the case. Motions or
depositions which do not advance the case or provide realistic strategic value should be

- avoided.

4. Expert Witnesses
Fxpmwmmw,mdudmgmaﬁoalwnnmahaﬂmbemgagedmﬂmdm
teclmician's prior approval. Medical examinations will be arranged by the claims

S. Intra-effice Conferences

We will not pay for intra-ofiice conferences. We will not pay for file memorsnda giving
directions to staff, or any other form of intra-office conferente, whether oral or written,

6. Multiple Attorney Attendance



Unlessmherwisaappmvedin&dvmm,onlymauomeyismhmimdmmmd

7. Use of Appropriate Persongel

Counsel mmst assign only personnel appropriate to a particalar case. For example, the
Cﬂmrwiﬂmnpayforpm'wﬁmewhmmammiamgmpmlyhamﬂeamm
at substantive court appearances and depositions should be made by the assigned attomey
whenever prapticable.

8. File Reviews

We will not pay for repetitive file reviews caused by the use of multiple attomeys assigned
to a case.

9. Research ]
mmmmmmﬁmmmmmmm
Sinoe assignments are made to firms which have been selected for their expertise in
mmofhw,mwmnMpayformuhwﬁ&hmuﬁnemmiﬁheWewgﬂ
only pay for extending or revising prior research to bring it current, not s } previcus
research had been conducted de novo. As a result, we expet all counset to maintain end
rﬁ‘m-toaemmlmhdspodnny,mmhasabﬂefbmk. We will not pay for any
mmmdzm(mwmmmmwmwmmm
techniian. It is anticipated that routine discovery motions, if approved, will not require
any spegcial research.

lhermlmofmchmmsofﬁmhnpmmimmﬂmlﬁaﬁty,mwﬁnhmothmwﬁa
unique or of interest, should be supplied to the claims technician. The results of any
extensive research projeots should be supplied to the claims technician

10. Paralegal Services - .
Weremgnﬁmthevaheofpmﬂ@!wﬁoeswhmuﬂedwnwfmdy.mpuﬁmnworkm
a file. However, we will not pay for either attormey or melﬁ&m
clerical in nature, such as for file organization, where there is no significant vaiue added to
the case.

D. Preparing Suits For Dispasition

1. Attendance at Settlement Conferences ) ] .
maMMmﬁmmmmmmmw
mdetarmimwhethm'themmdanoeofammmymamnmﬁveisdedmbh Kitis
decided that no company representative need attend, then arrangements for telephone
msthfmmmedaimstmbﬁdmofthedateardﬁmetehpmmwiﬁtymmm
Telephons availability should be during cur regular business hours whensver possible.



(Mmmmmmmmum,mm‘hm%.
Environmental Cleims and Toxic Tort Claims are located in the Eastern time zone.)

2, Reqnestl’orSettlementAnthnrtty
Rﬂpmfbrmlﬁnmtmnhmhymbemdemaﬁmﬂybaﬁs. We will not tolerate
requests for authority on the “eve of triaf” or the day before a settlement conference,

3. Settlement Drafis .
Requaﬂxfmmﬂmdmﬁsmbeinwdﬁng.ﬂsaﬂmdmﬁnmkemmw
mhmmpmnﬂtﬂwmmymdanﬂmuym?cethnastobeappﬁai
Counsel should avoid making any promises concerning the delivery of settlement drafis
wnhundlsumngmewﬁhﬂndaimstechnimanmadvm. Intlm-mmwbem
ammmuﬁﬁmwmammmmmmymum
claimtechnicimoftheprem‘sedmewhmthewtﬂemamdmﬂ;mmquired

4. Jury Verdicts

Thadedaiunmmknajlnyvelﬁctmnonlybemdebylm.mkmgms




11. Billing Practices

1. Billing Rates .
We nmst agree upon all bilfing rates prior to retention. Under no circumstances shall
billing rates be increased on any litigation in progress. Any rate increase shall apply only
to assignments made after the rate increase has been agproved by us. Only the
Mmgw@ﬁnmliﬁ@imismhmizedmmymyamofﬂﬁsmm

2. Fiat Charges; Mintmam Charges -
Counsel shall not apply flat charges as part of its rate structure unless such flat charges

kave specifically been agreed to by us. Nor shall counsel apply a minimmm charge for any

3. Billing Increments
Counsel shall bill time in 1/10 hour increments.

4. Frequency of Billing )
All cases shall be billed semi-anmually based on the date of essignment.

3. Disbursements ]
Comelslmﬂpaymﬂupemeﬂmanﬂmbnﬁialﬂﬂmgmmwhmgmhm
exceed $500 in the aggregate. Individual bills over $500 shall be submitted to us for direct
payment.

6. Travel Expenses
Weﬂmmmhmbbmmmm.mm
accommodsations and moderately priced meats will be reimbursed. We will not accept any
mmmwhWT@memm
counsel’s billing, with copies of all recelpts attached.

7. Meals and Entertatmment . )
Aﬂreqnmﬁ)rrdmlnmemnofnmlsmoﬂm—mwmngwshaﬂbehﬁum
without the express consent of the corporate officer directly supervising said employee.

8. Bill Format o .
Counsel shall submit bills in our standard format, itemizing each activity, (See attachment -
“D™).

9. Activity Supplement
ComsdshaﬂauachmmhbMamumleted“AcﬁvﬁySupplemmn—Bﬂ?kdnwnof
Hours and Rate” (See Attachment “E™), Preparation of the bill and Activity Supplement
are overhead items. We will not honor any billings for these items,




10, ngyayofﬂverhead

Effective

immediately, the following items will not be reimbursed, unless we have

specifically agreed to accept the expenses:

C)
(b)

©

(d)
(e)

®

@®
ems.
®

Word Processing, clerical or secretarial charges, whether expressed as a
dollar disbursement or time charge.
Smmgeofomwdnmdﬁlm,rm;decnﬁty,lomltel@hmfa,m
receipt or transmission of telecopier documents, or any other items
Long Distance telephone, Litigation support, or any other service in excess
of the amount acturily expended by the firm for such service. We will not
pay for any incremental amoynt, whether it is intended to recover the cost
of equipment and hardware ornot.

charges in excess of $.10 (ten cents) per page.
Auto mileage rates in excess of the rate approved by the Internal Revenue
consider reimbursement on a case-by-case basis. We will not reimburse
overtime incarred for the convenience of counsel or by counsel's fisilore to
meet deadlines known in advance.
Equipment, books, periodicals, research materinls, Westlaw/Lexis or fike

Wemmﬂmmmbehmedmmmmﬂnly.
Where case necessity requires the use of these services, we will consider
reimbursement on a case by case basis.

11, Travel Time

When it is approptiate for counsel to bill for travel time, the time for such travel shall be

separately stated and in no event shall exceed 8 hours per round trip. ' Where travel time is
admhvdveibﬂlmg' for services in excess of 8 hours per day mnst be specifically approved in



. IL Performance Evaluation

In order to insure that superior results are achieved in the most cost-effective mamner,
AIGmcu{mﬁuedmtheongoingemhmﬁonofwﬁmmﬁdedbyﬁsmainedmsd,
bymﬂamnmgmbmﬁvepm'ﬁ)mminawhmast

* Effective planning of defonse strategy in cooperation with the claims

* Conirolling fitigation costs by implementation of reafistic Rtigation Budgets
in support of Agreed-To Litigation Plans;

. Abﬂﬁymba]mﬂnopwﬁngdmofﬁﬁgﬂﬁmmaﬁﬁmﬁwm_

resalt;
* Ability to meet agreed-to deadfines for file-specific activities;
Ability to focus and prioritize investigation and discovery activities in order
to properly evaluate lishility and damages in a timely and consistent

manner;
Ability to adequately and promptly respond to significant developments;
Consistent compliance with the billing requirements of this Program.

Counsel will be measured against other counsel handling similar matters within the same
. geographic area,



IV. Definitional Section

As used in Attachment B of this document, the following terms have the following
meanings:

YERDICT VALUE; Thﬂraamblymﬁdmtedrangeofﬁl;mlyc!mmgm(lw%)mbe
awarded if the case is tried to conchusion before a judge or & jury, including all elements of
damage recoverable in such an action.

APPORTIONMENT OF FAULT: The estimate of the likely assignment of .
responsihility between Plaintiff, all defendants and any othiers to whom the trier of fact is
permitted to allocate fauit.

NET EXPOSURE OF INSURED: That portion of the verdict value for which the
msured may ultimately be held responsible.

CURRENT SETTLEMENT VALUE: That figure which will reasorably dispose of the
matter, including all firture responsibility, (8) on behnalf of afl parties and (b) on behmif of
the insured only.
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Attachment A

Assignment Letter

Re: (Case Name)
Tosured:
Claim Number:
Date of Loss:
Venue:

Mha&mmmﬁmhﬂmmm!ﬁdm,wgaﬂmwﬁhawpyof
the pertinent parts of our file, Wemumywmmﬂlem.d’ i ,
our insured in this matter. T‘tﬁsw:itmwiﬂhelmﬂingthmnpttertoﬂswndnmm
Fleass direct afl fisture correspondence to my attention, utilizing our above file mumber,

A proposed Litigation Plen is set forth below. Itist'g:ndedtoadm::dythahnumdim
case handling needs. Please telephone me nto later

- ﬁmthmwamycﬁmmommmlmmﬂ;ﬂfﬁtymd Omee
Ilmmﬁmj'plme extensive address 3 .m 4
ﬁsmmqu(m)mmmnmmwmmmsm
days you will prepare a Budgst to implement our plan.

Intheevmtanyﬁwt,mormedawlopmm cmmesadpu@hﬂm&ctiviﬁm
necessary in this matter, you must discuss them with this writer in advance, and wo will
8greo upon what firther activities are appropriate. In no event will we reimburse you

for any activity or expense you have incmrred outside the scope of our Agreed-To
Plan,

lingsy. Inordm'hopmteumrhmed'sinwmm,plm[hemwwc
regarding an appearance, Answer, motion, etc. Amadymmyw
mﬂviﬂmsfmkibeﬁaﬂmddwtommgoﬂaﬂm etc. Ahways indicate a date by
which any activity will be completed or further reviewed.]

~=LRHLoNS of the Complaingt. The essential allegations of the Complaint are [kere
mmmmmmmqwmmm

relief sought, special demages, etc.}

3. Coverage. [here indicate policy limits, any excess letters sent, reservations of rights
raised with the insured, disclaimer of coverage (s for punitive damages), confirm loss
dates within policy period, covered location, etc. If any coverage issues remain
memmamwmmumm NOTE: It
mbeckgrﬂmmmmﬂmisprwidgdfwmfsbﬁrmmmdy,mm
no action is expecied by counsel with regard 1o coverage issues.]




[In Casualty Cases:]
At present, we estimate that this case involves a [remote, passible, probable) likelihood of
liability on the part of our insured, with a verdict value damage exposure of $

{In Professional Liability Cases:} .
At present, we view the overall exposure of the insured as :

[in all cases] , .
lheabowisnpraﬁm?mrymofmisclaimhasedup@ﬂmnfﬂmaﬁ@mmﬂy
available. It is not our final evaluation and is subject to revision as facts and circumstances
change. '

S. Criticp] Isvnes. The prelintinary estimates stated above are contingent upon resolution
of the following critical issnes: [kere prioritize in separate subparagraphs all issues
whose resolution would enable you to evaluate the case (e.g., ‘A. Does the leass require
the insured to remove snow?)].

vestigation and Dis . wmmngaﬁonﬂnmﬁrhasdisdmlm
Summarize completed investigation facts). Our further investigation and discovery should
focus on the critical issues identified above as follows:

Issue;
Activity Responsibility Due By

[Here, briefly refer to each critical
issue listed in prior paragraph,
state what Is to be dore, in what_
priority, by whom, and by what
specific date, e.g., “We will take




Attachment B

[Form of Agreed-To Plan Document]
Date:
To;
From:
Re: Insured:
Claimant;
Claim Number:
Date of Loss;
Veme;
AGREED-TO LITIGATION PLAN
This will confirm oor conversation of during which we agreed that the

critical issues currently presented by the above-captioned file will be handled as follows:
1. Sommy

(Here state a summcnry of the satient facts, including but not limited to:
How the accident occurred
Allegations/Cause of action against insured
Injuries /damages

This section should indicate how these facts have been confirmed (deposition,
wilness statement, medical reports, etc.)

2, Critical Tssugs

As agreed, the following are critical issues:
Critical Linbility Issnes:
Critical Damages Issues:

Other Critical Issnes:
[List the critical issues in order of priority)

3.




the following: [List each activity to be taken to resolve each of the critical issues.)

| (List the specifi investigation and/or discpvery steps to be taken to resolve each of thp eritical isses set forth
above) (State heye who will be responsible for completing the step, e.g., claims
or legal) (Siats here the date by which the activity is expected to be campleted
AND the resnlts exchanged)

Issue;

Should a change in this strategy becoms necessary, we will contect you to discuss any
necessary alterations to this plan. In any event, we suggest schedufing our nest planning
confirence call on [suggest date).

4. Litigation Bndget
Attached is our Litigation Budget detailing all activities we expect to perform in
connection with this Agreed-To Litigation Plan. A new budget will be forthcoming when
we memoriglize our next Agreed-To Litigation Plan for this case.

S. Analysis

In Casually Cases:

As agreed, this case presently appears to involve a [remote, possible, probable] likelinood
of Hebility on the part of the insured. Further, we agreed this case presently appears to

have a verdict value of $ with a likely apportionment of fault of
, leaving a net exposure of the insered of § , With
a corrent settlement value of $ . [Please see Definitioral Section

of The Litigation Mancagement Program for further information. Also, here address any
Mudmwmwwqwfgwm etc.]

In Professional Liability Cases:
We have discussed the following areas as they apply to this case and have agreed:
[Discuss each section or advise "Not Applicable”]




eg., RIC, Licensure Board Proceeding parailel 1o the suii, etc.

Hwymsm@amedbyﬂwabmm{ﬁcw%m,
such as Insured’s Consent, etc.

Very truly yours,



Attachment C

DEPOSITION REPORT

Ssues

o b IResoived

es as “Resolved” if no activity Is contemplated with respect

IV. Analysiy

In Casualty Cases:
Based on this/these deposition(s) , we have agreed this case presently appears to invoive a
[remote, possible, probable | tikelihood of linbility an the part of the insured. Further, we
agreed this case presently appears to have a verdict value of $ with & likely
apportionment of fanlt of , leaving a net exposure of the insnred of $
: , with a current settlement value of 3 .
[Please see Definitional Section of The Litigation Management Program for further
b[ﬁ»wmﬁmﬂmaimmmseﬂkmmgoﬂaﬂammdfmﬁqufmwm]




@ In Professional Libility Cases:
Based on this/these deposition(s) , we have discussed the following areas as they apply to
this case and have agreed: [Discuss each section or advise “Not Applicable”]

Here include any matters not covered by the above specific to this case,
such as consent of the insured, etc.




Attachment D
Lefter/Bilt Head of Law Firm
Dats of Bill

ADDRESSEE
(Including Name of Examiner
and Handling Claim Office)

RE: Caption of Law Suit:
Name of Court and Docket No.:
Name of Insured:
Name of Claimant:
Claim File No.:
Date of Loss;
Attorney's File No.:

Part L l

|

Performing Activity The Expended®

Part 11
Total time expended for each person:
Hourly rate for each person:
Fee for Legal Activity:

Part 11,
Itemized costs/disbursements: **

Costg/Disbursements Total:

Part IV,
Total
Grand Total of Bill:

‘Rmdmmwmmoflﬂ{l'sofanm
**Receipts or verifications atinched to bill

Attachment E
Billing Activity Supplement
Casualty / Professional Liability




Activity

L

[Administration

{101 Organtze File *

(102 Serve or Deliver Documents *

(103 Stipulations

[184 Supervisory File Review

[108 Travel Time




{118 Research - Memo of law

1120 Wiiting Memo

[Motions

[121 Motion to Pleadings/Motion to Dismis/Demurrer

122 Discovery Motion

123 Summary Judgment (substantive)

]125 Other Motions

[

I

[() This category bs infentied for those excepliona cases wherel prior apgiroval for the Ested |

service has been granted,

[Activity

[Hours

|Rate

[Howrs [Rata

Total Feos

[

[

T

1

|Depositions

[128 Atfomey Preparation

[127 Witness Preparation for Deposition

[128 Conducting or Attending Deposttion

1128 Preparing Narative Report

[130 Preparing Line by Line Summary

[131 Mgotion to Compel Deposition

132 Schedufing/Adjourning Depositions

] e ] ]

[Discovery Other than Depositions

133 Review Discovary

1138 Prepare Affiimative Discovery

(137 Contact with Client for Discovery

{138 Review Affinnative Discovery

I I N

[138 Report on Disoovery

Uw&mmmmm\mﬁothertrmaﬂepmn




e e I N

[For Discovery Motions (Continued)

[155 Tinte In Court




[For Pretsial Co

[157 Time In Court

|
1158 Pretiial Conferences- Preparation Time [
|
|

(Trial Time.

[158 Trial Preparsation [

|1_59ngm0qnt |

[Arbitration/MedIation B

(480 Preparafion Time

(181 Time et Hearing__

L1 e e ] e ]

(162 Pre-Arhitration or Mediation Statement

[Comrespondence

b—t 1

1164 Status Reposts

(188 Internal Memorandum

L

I
I
I
I
1
I
I
{163 ASBRIARF/Agreed-To Plan Letter (™) I
1
I

|

|16 Ofher Comespondence I

|
I
[
l
|
I
]
I
I

[187 Receive/Review Mail | |

[188 Prepare Documents oher than Pleatings, Motions, Stipdiations orlReleases

[Research | I [

(168 Consulting Brief Benk/Updating i |

[170 New Research | ]

|Conference/Meeting Timeo | I

[172 Ciient Conference

[173 Other Conferences

I

|

I

[171 irtra Office Conference * il
|

1

I

L] b ]

|Appeal

'_.__...—-—




[174 Writing Brlef & Replies

(175 Oral Amgument

IW.C. Hearing

[178 Aftend Hearing

I1?BRBvlawofMacﬂmlRemmrds

[Closing Activities

b e ] ] =]

— = = M M

[170 Releasesstip

180 Other Activities

[181 Reopen

L

[Activity

|Rate

L

[insurance Policy Evaluation

182 Review Polloies

[Experts

[183 Review of Expert Reports

{164 Conferences With Experis

|Hours Not Classified

{060 Hours Not Glassified

{SUM OF HOURS BY RATE

[

"
[
l
|
|
|

|
|
|
|
]
x

|
t
l
[
|
|

- = b 1

[() Tris category Is Intended for thuse excepiional cases where prior epproval for tho =g

service has been

BN granted.
[*) New; this category appiles to all required reporting formats.




