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MGM settlement plan
irks co-defendants

By RHONDA L. RUNDLE

LFAS New —The Jate of 112 campanies that
csued o the MGM Grand Hotel fare huganion
othe hotel-casino company’s dedisinon due jater

LN 0N Whelher 1o sctepl & ¢ ouTt-approved set-

it plan
Hut. no matter what
. $5i s
MGM aescides, thess co- .

gefendants will not be ce-
%“'ratirvg Many of them

nTs anid as reand e lee oo cvhien The PL S

: 'mn]‘cr' record wWotn the court =0 3 aubane

Mol

Midaay theoush last weel, abour 290 darneis hag
wid relpases However, the C expects all nur

20 ur 20 of them 1o do so hefore the April 2% deadline

nng sl

The holdouts w2l meer
MGM—ond sirer defen-
e SEITE dants who heve nat set-
3 tled—n feders. court 1n

Las Vegas Julv 1.

ezl that the settlement
_ulan nas neen remrodded
down their throats,

The vrehibitive cost of
2 SIN- 10 nine-month trial,
on top of thousands—In
iome cases miilions—nf
dellars zlready pard to at-
torneys over the past 24
vears, 5 virtually forcing
defendanis 1o ante up the
fuli limits of their 1nsur-
Znce Coverage to settle
ciaims even when they
think tnev have no liabil-
sy for the Nire.

So far. the Plaintiffs’
Legal Committee has se-
cured settlement commnit-
ments from 27 of the 112
non-MGM defendants for

Simpsecn Timber Ce.
Otis Elevator Co.
Taylor Construction Co.
W.J. Thompsen Co.
Clark County, Nev.

Nay Mechanical Inc.

millign

{in mitlions of doilars}

Coniinental Mechanicat Corp.
California Electric Construction Co.

Martin Stermn Jr. {(architect)

Familian Pipe & Supply Co.

* Partial Jist. mcluding only defendanis paying more thar $1

The settlenent pian
gives MGM the wption to
$40.75 reject ihe tendered re-
teases unless every plain-
10.00 uff participare 5. thus
9.40 freeing the hotel cown-
pany irom the ordeaf of
7.50 long. costiv triai
5.50 Bernard Sezelin,
MGM's vo and general
273 counsel s2vs the plan
2.50 speciiios 190% of the re-
leases and he will hold
1.40 out for ell of them
e UIf we're going 10 gn 10
4 trizl. it might 23 well be
1.20 agalnsi evervbhody as
aganst 19 or 137 he said
“The whole purpuse of
seitlement 5 to svoid
going 10 trisl”

a total «f abeut $60 mil-

1o Added to the $70 million thar MGM will even-
szilv contribute, this fills the settlement pol with
about $133 million (Bl, Jan. 10. Jan, 17).

The complex settlement plan will be iriggered if
=cides on or before April 29 to accept the re-
e Plainuffs’ Legal Committee can muster by
There are about 450 lawsuits representing

nat 7ime

Attorneys for both
vlaintifis and defenden sav, however that sueh rugh
talk 13 pure postumng tu XKEep Up tne presswre, MGL
would be foclish 1o throw sw ar setilements worth 43
of the dollar value of remaiming «la:ms against the
rompany, thev sy

If MGM accepts the settlement plan. it

Conrinued on

will muke &
page 44




b ued Frorn by
el 825 mulbian pavment e
the pscrow account held by the
court for allocation ameong sovhng
clatmuints aocording tu oopresel
= hedule

A othis wege, anathoer prosision
of 1he plare will be actouated s hich
directiv unpacts the arher deden-
datits

I exchange for the other defen-
dants” agres raent 1o setthe and con-
trrbute 1o the escrow fund, MGM
mrustindernnifyv therm against come-
prrsatory damages sought by vhe
chmants who reject the settterment
and gooe ol

This s the carrot tw induce the
uther defendants to settle Pui,
there is a calch that woubles mans
uf the comparies that have not ca-
priulated. s well as zome that have
There 15 na guarantee that the
holdout plainuffs won't press puni-
uve damage claims against the
nen-MOGAM detendan:s,
would mean mare

for the

Sueh elafms

legal costs defendants —

something they ari g_dllli‘llfu‘.‘ tar
avold by g e the settternen

as weldl as the possgbabine thees
could e it ownls puniuve podg-
et

Mne attarney suimmed up the
vevwes of non-MGAD dufense eounset
o thee ligation "The settlernent
negoltialions have beon ane of the
et blackjack contests oyer
plaved in the legal game 7 sad
Jouho Bovelli an Encing, Calif., at-
torney for Familian Pipe & Suppls
Co

The megor defendants that were
named by plainuffs in the liupution
{rom the outset have setiled. in-
cliding Taylor Construction Co.
Continemal Mechanical Corp : Ous
Eievator Co . Clark Count». Nev.,
Caltforrua Ejectric Constructing
Co:and architect Marun Stern Jr,
(see chart, page 11

Some of these compames and
their attarneys would argue. how-
ever, tnal they were marked as
major defendmits because of ther
deep pockels rather than thelr de-

agres of Labllny for the 1980 Fire
tivee 2IGLD Grend Mool whieh
elloed 54 e opde and aguared moore
ther 700 Cthers,

Ous Elevator Co s this des
SCription savs the company's attor-
ney, Nicholas Hornberger of the
Loy Angeles firm of Shield &
Srrath, Through e parent, United
Technologes Ine (s was flush
with 3275 millwen in liabilinty insae-
ance. more than MGM Grand or
any other difendant named i the
case

Elevatars hutlt by Ous cantinued
to function during the fire and 10
people were found dead 1n them
The elevaturs did not mal{unction:
They just were not designed to stop

Lrunmmng automatically

MGM Grand employvees were
supposed to shut the elevators off
i tire cvent of fire, but they failed
1o dosa

Ous recently agreed io settle
with the PLC for 37.5 million.
down froun earlier demands of 340
million, However, the company is

s e proed bt thee possili] oy
of being betoweth punttive damage
rlairs.

The vast mapany of the 112 de-
frndants vere ot pamed n e
wrongiul death and personal mus v
cases by plamuffs unel last fuli Ao
that time, rthe plomiffs amende«
their cornplaints 1o inciude a pe-
ripheral group ot hotel materials
supphiers and distrthutors tnvelves
m related suits brought by MG
Grand and the so-calied major de-
fendants

Same nf these companies did
nothing more than deliver materi-
als to the hotel Familian Pipe &
Supply Co.. far example bought
some plastic pipe and sold it to
MGM, savs Mr, Bonelli. “The
didn’t alter it or machiy it oany
way,”

The plaintiffs charged that some
of the plastic pipe snld by Famlian
burned in 1the bire, emithng black.
taxic fumes

Qrvin Engeening Co manulac
tured sprinklers tostalled o the

hoted “Whenever the fire came,
within 15 feet of the sprinklers, iy
Was put out” ety attorney Peter
Erzellin Las Angeles

“Weowoere sorct of heroes ov this
stovy Orvane told MOGX agam aned|
agan they should have a sprnkler
system,” he savs |

Althougn Mr, Ezzel]l belicves:
Orvin had “abselutely no expo-
sure,” he was urged by Allloarz In-
surance Co to settle to avaid
maunting defense costs

“The <hent was nutraged.” he
salch

The PLC will get $300.000 after
an netial demand of 3500.000.
Legal costs already excecded 1he
settlement amount “We could have
knoeked them down f{urther if
wed had mere time” added Mr
Ezzel]

Anather suppher furmshed o la-
reinate used nn one of the doors
that burned in the howel und was
willing to pay S200.000 10 cettle
(larm- against it

Contmued On fuing puge



‘If we're going to go to trial, it might as
well be against everybody as against 10 or 15.
The whole purpose of settlement is to avoid
going to trial," says Bernard Segelin,
MGM's vp and general counsel.

toroes

This s o reference to the ap-
proach used by the PLC to foeus ats
settlenent negotiations on sud-
cossave tiers of defendants Ths
tarue hay created an impression in
defendants’” nrinds that they were
varger defendants ot a given ume
DUCINSE pressure to settle for policy
hrans—or at least large sums—has
been so intense,

Now that the so-called major de-
fendants have settled, there s a
new set of “majer defendanis.” The

PLC has shifted jts energies from

\(lm‘l 0=

the general contractors ta

tractars that actually performed
electrical wiring and heating, ven-
tilation and arr conditivning wark
at the hotel.

The PLCSs Me Gauthier explains
thit the discovery process 18 stifl
going on and that new evidence
tends to strengthen-—or weaken—
the liabibivy case apamst certain de
fendants

To show that this process can
work in favor of defendants as well
as against them, Mr. Gauthier
points out that seven companies
were recently dismissed from the
litigation aliogether.

Many experts who nvestigated

the cause of the lire helicve that
simouldering wires in one wall af i
hote] restaurant ignited when they
came tn contret with aluminum
eondunt

The heating and venulatuon sys-

sem also has bern blamed for the

rapid spread of staoke and flamaos
througheut the hotel (121 Jan 26,
1981

“Alumanuim conduit has a low -
mon level and burns ltke a dvna-
it fuse,” said My Gauthier

The defendants thar have set-
Hed up to now are: Comtinental Me-
chanical Corp for 210.7% million,
Cahfornia Electric Coustruction
Co for $10 milhon (parent corm-
pany G K Technologics [ne. pur-
chased retroactive liability insur-
ance above exisung himits of $40
million, which apparently will not
b exhausted); Simpson Timber Co.
for 39.4 million; Qs Elevator Co,
for $7.5 million; Taylor Canstruc-
tion Co {or $5.5 million

Also, W.U 'I‘hnn,j.mr. Co for

$2 73 muilinn Clark County, Nev, |
for 325 rmithon, Marun Stern Jr.
for 31 4 mulhon, all that remained
of a £83 million pohey alter deduc-
ton of defense eosts; Nay Mecharni-
cal Inc_ for $1.25 millien: and Faini.
lian Pwe & Supply Co for §1 2 mil-
Yinn

Also. Are Balanre Co . WA
Perey Stendard Cabanet Co,, Ad-
varce Mechanical, RAH Construe-
tan Cooand Richard Hatfield o,
domng business as Norm's Refriger-
atiun & [ce Equipment for $500.000
each: NWS Construction Corp. Tne.,
woberts Electrie Ine and Southwest
Air Conliuoning Ine. as s group for
3800000, Ralph Philtips Tnc, for
$75.000—all thut remmained of a
$250.600 policy alter defense costs;
and Orvin Engineering Co [for|
$300.000,

Northrop Architectural Systems,
Temtrol/Governaire, Wilkenson
Co inc.. Valley Distributing Cu.
lne . Thorpe Insulation and RAM
Products Co. also contributed un-
known amounts. "




Cnntinaed from facing pags

Most of 1he settlement commii-
ménts have been in the $260 001-10-
$3MHLMI0 range. many far the limts
of the compan:ies’ comprenensis e
general Jiability policies

The legal costs for the porivheral
defendants contnuing 1o fight run
abeut $35.000 to 340,000 per month
nev are five 1imes that for 2
defendar employing twe or
three law firms 2 defense attornes
An edy-
] = oSt of
i for about 100 defern.
dants = 3D mithon 2 month,

Two major defeadanis—general
contractor Taylor Construcuion Co
and heating and vent:lation svs
contractor Conunental Mecrznical
Corp.—are rurnered 1o have spent
214 m:llien and $11 million. respec-
tively, in legal costs,

Spokesmen for both companies
would not confirm or deny these

rs 1tRat want lﬂ take a ioug
nd can be caught in the mzﬂd.'

netween their p
CESS Insurers

vholder and ex-

If the primary insurer holds oyt
and goes o trial and the eventual
award exceeds the limits of i1s cov-
erage. 1 could be sued for bad fanh
by its policvholder or an excess
surer

i Co-chairman Wendall
(reurhnier s unsympathetic The
hiee ! was constructed using a Jast
rar s metherd. he points out Short
tut and ende violations were rarm-
patt Most of the suberintractors «
ther partiGpated tn code violations
or turned therr back- on them he

Cine ot the complain?s huried b
defence attornevs at U.S D
Court Judge Louis € Be U’:'le who
1» rresiding over the multidisirce
: son steroming from the fire s
Is MIOTC ITETES e 1N exXDe.
the ~etlicinents then in ap-,

n< the law

Some deferndants claim they
have been unable ‘o find ou: the
nature of the evidenee zgainst
thern They the settlement plar
has been clozked in seerecy so t
n-MGM defendanis do






