L. Rich Humpberys. #1582 FILED BISTRICT COWAY

Roger P. Christensen, #0648 Third Judicial District
Kam 1. Porwr, #5223
CHRISTENSEN & JENSEN, P.C. AUG 03 03

175 South West Temple, Suise 510 ST L conary
Salt Lake City, Utah 84101 L w2

STATE FARM MUTUAL AUTOMOBILE
INSURANCE COMPANY, Civil No. 890905231

Judge William B. Bobling

Telepbone: (801) 355-3431 Y aa
Laurence H. Tribe
Keaneth J. Chesebro -
1575 Massachusens Avenue
Cambridge, Massachuseus 02133
Telepbone: (617) 4954621
Anomeys for Plaintiffs
IN THE THIRD JUDICIAL DISTRICT COURT
OF SALT LAKE COUNTY
STATE OF UTAH
CURTIS B. CAMPBELL and )
INEZ PREECE CAMPBELL, )
) COURT'S FINDINGS,
Plainiffs, ) CONCLUSIONS AND ORDER
) REGARDING PUNITIVE
vs. ) DAMAGES AND EVIDENTIARY
) RULINGS
)
)
)
)

Defendant.

The above matter came before the Court on June 4, 1996, for Phase II of the bifurcated

mial. Following 29 days of wial, on July 31, 1996, the jury retuned a special verdict in favor

have accepted a remittitur in this amount, in lien of 2 new trial, through an election filed
January 6, 1998. The Court sets cut the basis of its rulings with respect to puaftive damages in
PartI. It sers out the basis of its rulings with respect to the scope of the evideace considered at

trial io Parc 11

I. MOTIONS RELATING TO PUNITIVE DAMAGES AWARD

State Farm makes essentially four arguments with respect to the jury’s award of punitive
damages: (1) that it is entitied 0 judgment n.0.v. as w Liability; (2) that, in the alternative, it is
emtitied to a new rrial because the jury was supposedly invited to punish it for all its bad acts
mgmmmdm@ﬁmrmmmdﬂ:dﬁzc)muilis‘emmdwlmmﬂ.ora

least a2 remittitur, because the $145 million in puniive damages awarded by the jury is

excessive; and (4) that, upposedly the oaly exp for the jury's award of 5145
million is that the jury was inflamed by passion and prejudice, sparked by the allegedly
Y ion of the Campbells’ i, omly the gram of a new trial (not a

remiftitur) can cure this claimed defect.

For the ined hercaft

the Court rejects the first, second and fourth

arguments, but accepts the third ia part. The Court sets fort: its final findings and conclusions

perunent to the issuesraised by State Farm as follows.

. Pars
ding ges as

of plaintiffs, answering all interrogatories in their favor and
$1.4 million in general compensatory damages to plaintiff Curtis Campbeil: $1.2 million in
gencral compensatory damages to plaintiff Inez Campbell: and $145 million in punitive
damages w plainiffs joinly. Om August B, 1996, the Court entered judgment against State
Farm im these amounts, together with special damages of $2,086.75 (391125 pius $1,175.50
h:prejndpmhmu)phspm—jﬁmhntmumcleplmuuﬂpi;t

Defendamt State Farm Mumal Automobile Insurance Company (hereimafier ~Stae
Farm®) then filed a varicty of post-trial motions. Following exhaustive bricfing of ail issues,
with several hundred pages of factual and legal argument submited by each side, the Court
beld a two-day bearing oo the motions on December 18-19, 1997. Having reviewed the
partics’ briefs, portions of the trial transcript and exhibits, and its own nowes of the trial, at the
conchision of oral argument oo cach issue the Court issned a decision and preliminary beach
opinion. The Court has set forth in separate orders its rulings with respect to the bulk of St

Farm's motions.

The mstant filing concerns State Famn's i © the p

damages award and the scope of the evidence considered during Phase [1. For the reasons
soed below, the Court declines o grant most of the relief sought through these motions, but
graos the aspect of Stare Farm’s motion seeking a remittitur with respect to the amount of the

either a new trial or a remigtitur of the pumitive damages down to $25 million. The Campbells

A. Motion for Judgment N.QO.Y. on Punitive Lisbility
d on liahility on the basis that,

Statz Farm argues for judgment 5.0.v. 00 P
when it “bad the opporumity w setle for policy limits bur failed m do 30, Utah law did not
cleariy recognize an action for bad faith failure 10 settle if the insurer uvitimately paid the excess
verdict in full.” so thar State Farm “manifestty Iacked fair notice™ that its course of action
'mﬂmbjeuhmmﬁymﬁabﬂkyforwydmmﬂﬂ:h-.lmw.w
:ﬁwpnkhm'wmmilofdmpmofhw. Stie Farm Opening
Memorandum at 30-31. The Court denies this motion for several separate reasons.

First, the Coust believes that this argument was waived by State Farm’s failure i raise it
in & Rule 50(a) motion for a directed verdict. Sec Pollesche v. Transamerican Jos, Co,, 27
Utah 430, 433 n.1, 497 P.2d 236, 238 n.1 (1972) (~The failure of a party 1o make 3 motion for
a direczed verdict . . . forecloses the trial court from consideration of a motioa for judgment
notwithstanding the verdict™); see aiso First Gen, Servs, v, Perkins, 918 P.2d 480, 487 (Utah
App. 1996).

Second, the Court believes that this argument is barred by the law-of-the-case docwrine,
as the Court of Appesis, in its cariier consideration of the case, specifically heid thar the
Campbeils should be given an opporwaity to prove their entitement W pusitive damages.
Campbell v, Siaic Farm, 340 P.24 130, 142 & 0.24 (Utah App. 1992).
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Third, a due process objection based on the absence of potice is availsble, even in a
criminal casc, only where a court bas d “an unft fe judicial ent of a
criminal stanxe, spplied rewroactively,” that operates like an ¢x poat fagn lw. Bovie v, City
of Columbia, 378 U.S. 347, 350 (1964): see also Osbome v, Ohio, 495 U.S. 103, 117 (1990):
Rose v, Locke, 423 U.S. 48, 53 (1975). Swe Farm's claim that it bad po fair notice of

possible punitive damages liability when it was handling the Campbed] file in 1983 ress on an
aut-of-context quotation from the Court of Appeals’ earlier decision in this case, mamely, its
observation that the existence of a bad-faith action despite the insurer’s ultippate payment of the
excess verdict was “one of first impression in Uaah.” Campbell, 840 P.2d st 137 (quoted in
State Farm Opening Memorandum at 30). But the Court of Appeals went on 10 00w that
“prior Umh Supreme Court cases” dating as far back as 1969 (fourwen yesrs before Swe
Farm's refisal to seuie the Campbel) casc) “compel the conchision we reach, * which the Court
ormmu';mw'o{mm.'uum, 140 019,
Thus, even the Boyic test for fair notice in a criminai cae is met here.  Furthermore, State

Farm'’s own documents indicate that it was aware well before its handling of the Campheil case

of ts p ia) punitive damage ¢xp for the mi of its i d
Fourth and fimily, even if State Farm'’s notice argument were accepoed, by its terms if is
limited to the argument thar Ststz Farm lacked notice that its bad Gaith tDward the Campbeils

could lead 10 an award of punitive d

The punitive & award is separaicly

supportable based on the other two inzentional torts found by the jury: intengional infliction of

Second. the Campbeils never requested the jury to use this proceeding w punish State
Farm for bad acty ocourring outside of Utab. State Farm's suggestions o the contrary, soo
State Farm Opening Memorandum at 89-91, rely on out-of-comtext quomtions from the

Campbells' closing argumess (it is worth noting that State Farm made no objection o the

closing o q
Campbell Opening M dum at 174-75 0.100. Comparc BMW of Notth America, Inc. v,
Gore, 116 S. Cr. 1589, 1593.94 (1996) (plaintiffs’ counse! asked jury to punish BMW in the

). as the Campbells set out in their brief in denail, scp

without disch of

amount of 34,000 for each of approximately 1000 cars sold

repainting, despite the fact that only fourteen such cars had been sold within Alabama, and

was y lawful in most States).

Third and finally, ample precedent establishes that it was entirely proper for the jury o
consider the Campbells’ cvidence of State Farm’s wrongful claim-handling policies and
practices, based on evidence from inside and outside Utwmh, both in evaluating the
ffered by the Campbells. and

reprehensibility of State Farm's policies that led w the inj

in deciding what amoount of punitive damages was needed both to punish State Farm for its
in the furure.

wrongful business policies in Umah and to deter the of such p

Sez TXQ Productipn Corp, v, Alliance Bosouress Com,. 509 U.S. 443, 450-51. 462 n.28
(1993) (plurality opinion) (obscrving that evidence that defendant “had engaged in similar

nefarious activides in its ings in other parts of the counmry” was properly

coasidered by the jury; “[ujnder weil-settied law, . . . factors such as these are rypically

GARY T. FYE CO.
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cmotional distresy and faud.  Stare Farm does not contend thw during its handling of the
Campbeil case it lacked fair notice that either of these murmional wrts could lead W the

imposition of punitive damages.

Suate Farm argues that the jury was invited w punish it in this proceeding for all its bad
sovereignty of other Sates and penalizing State Farm for activities that are possibly lawful in
other States.  State Farm Opening Memorandum at 89-97. According © State Farm, the only
permissible remedy for this asseried flaw in the trial is 2 new trial, as “there is oo way
determine what the jury would have done had 0 been limited to punishing Stare Farm for Uth
conduct alone.”  Stue Farm Opening Memorandum ar 94.  The Court rejects this argument
for three separate reasons.

First, this argumens has been waived. Stte Farm raised no comstimtional objection at
trial against the testimony or statements in closing argument of which it now compiains, as the
pbell Opening M
State Farm concedes. See Statr Farm Reply Memorandum at 69 & n.35. (It should also be

G s have d, sec C at 173-75 & n.100, and

noced that oot only did Stue Farm fail 10 raise a constitutional objection to any statements i
the closing argument of piaintiffs’ counsel, but State Farm made no objection of agy kind w

the particular statements of which it now comptaing).

idered in ing punitive d: "): BMW of Nonth America, Inc. v. Gore, 116 S.
Ct. 1589, 1598 nn. 19 & 21 (1996) (reaffirming TXQ holding that “such [out-of-state]

of the degree of rep ility of the s

i is rel o the
conduct.” and ooting that even “lawful conduct that bears on the defendant’s character and

idered in secting priale puni ). Even

prospects for rehabilimtion® is properly

in the context of criminal senences, where the interests of a defendant are greawer than the

of a defc facing the imxposition of p e Pacific Mut, Life Ins, v,
Haslip, 499 U.S. 1, 23 n.11 (1991); Browning-Ferxis Indus, v. Keico Disposal, [nc,, 492 U.S.
257, 260 (1989). inal penalties are ly upheld despite being predicawed on the

consideration of out-of-sare conduct, cven where that conduct has not been adjudicated

uniawful, and even where that conduct is in fact lawful. Sec, c.g2., Williams v, New York,

337 U.S. 241, 247 (1949) (“fulles: i possibl ing the s life and
characteristics” traditiomily considered); United Staues v. Tucker, 404 U.S. 443, 446 (1972)

(inquiry may be “broad in scope, largely unlimited either as to the kind of informanon [the

court] may consider, or the source from which it may come.”); Nichols v, United Staes, 114
5. Ct 1921, 1928 (1994) (defendan’s past criminal behavior may be considersd, “even if no
conviction resuited from that behavior™); Upited States v. Wags, 117 S. Ct. 633, 635 (1997)
(per curiam) (wrial judge is free w0 consider cvidence of alleged offenses cven where the
defendart has aiready been acquitted by & jury on ail the allegations, s0 long as trial judge
of the evidence™).

1 that the off have been d by 2 prep
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Indeed, in its repiy brief, Stase Farm explicitly acknowiedged the controiling namre of this line

of authority; agreed wat it was not error for the jury m y of- ick : and
affirmatively noted that, if properly admitted under Utah R. Evid. 404(b), such evidence “may
be considered in determining which amount [of punitive damages], within 2 range of
reasoaable punishments, the jury shouid select.” Stase Farm Reply Memorandum at 70.

For all these reasons, the Court demies Stae Farm's mouon for a new trial on this

Stawe Farm argues at length that it is eouiled W a new wmial, or at least a remittimur,
because the $145 million in punitive damages awarded by the jury sre excessive. Sex Ste
Farm Opcning Memorandum at 97-112. In support of this argument, Stte Farm relies
primarily on the Utah Supreme Count's decisions in Crookston v, Fire fnm, Exch,, 817 P.22
789 (Uub 1991) ("Crooksion 17), and Crooksion v, Fire Ins, Exch.. 360 P.2d 937 (Umh
1993) (“Crooksion [I™). and the U.S. Supreme Court’s decision in BMW of North America v,
Gore, 517 U.S. 559, 116 5. Ct. 1589 (1996). For the reasons set forth below, the Court finds
that the punitive damages awarded by the jury were excessive and therefore has gransed State
Farm’s moton for 3 remimitur (since accepred) or, in the aliernative, for 3 new trial had the

Campbeils desired a new tmial. As the Court will explain, given irs interp of the “ratio

factor™ set out by the Utah Supreme Court in the Crooksion decisions, the Court believes that a

Mwmmﬁ&ymoﬂymmwmmmmm
of P Y
In desermining the amoum of punitive damages. you should coasider
each of the {ollowing factors:

. the relative wealth of the defendant;

. the namre of the defendant’s misconduct;

the facts and circumstances surroundling the defendant’s misconduct;

N meeﬂmofdcfendxmsmmummmuurﬂxw
and others;

5. the probability of funure recurrence of the misconduct;

6. the relationship berween the parties: and

7. the amount of P Y 'l

FEREES

hmvedmgesshmldbemwethmm' 10 the defs and
their aqoount should be suffici 0 the defend: and others
mmhrlyummﬂnmdomgormgmmmm:m

Insmuction No. 60 added:

You are instrucied that punitive d di
ramdywmdeme&ldofmnlmdmnmmdmwmahshmldbzwplmm
caution lest, by, orp of a d the
award b ic or 1 Plaintiffs are not muomatcally
emtitied to punitive damages and the law does Dot require you o0 award punitive
damages 10 plaintiffs,

The law provides o fixed as m the amount of punitive
damages, but leaves the amount to the jury's sound discretion, exercised without
passion or prepadice, however, the law requires that any award for such
darmages must bear a reasonable reiationship w the actual or potemtial harm
resulting from the defendant’s conduct.

Instruction No. 61 reads:

A defendant’s conduct must be malicious or in reckless disregand for the
rights of others. although actual intent w cause injury is not necessary. That is,
the defendant must either know or should know “that such conduct would, in 3
high degree of probability, resuit in substantial harm (0 another,” and the
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18.

19.

20.
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25-t0-1 ratio b the punitive damages and the comp y d is priaie here,
authoriting a punitive damages award, as remitted, of $25 million.

Because the ratio is greater than the presumpuvely sppropriate 3-to-1 ratio, the Court
sets out in some detail here why am award of this amoum is justifiable under the seven
Crookeon factors, as the Unb Supreme Court has required in this comext. See Crookson I,
817 P.2d & 811-13; Crooksion [I. 860 P.2d at 940, Further, the Court explains why State
Farm's objection that the amount of the jury’s pustitive damage sward is "grossly excessive,”

in violation of federal ‘substantive due process in light of BMW v, Gors, is not well taken.

I.  Jury Instructions

In considering the arguments concerning the amoum of the punitive damages, it is hetpful
10 review the instructions that were given to the jury on this subject. Consisters with the law,
the jury was instruced in accordance with the Crpokston factors as follows. The basic charge

with respect 10 punitive damages was insguction No. 59, which reads:

1n addition 10 the comp y damages, the Campbeiis also seek an
lwdul'plmmvethmguapmsmchxm. Punitive damages may be

ded only if Y

Before punit lmybz lpmnSanamyoumm

ﬁnibydurmd toct i that the i 's
wm&mpbdlsmmuﬁdmdmltm or such conduct was done with
a knowing and reckiess indifference toward, and disregard of, the Campbeils’
righes and well being.

If you so find, you may award, if you deem it proper i do so, such sum
as in your judgx wouid be bie and proper as a punishment for such
wrongs, and as 2 wholesome warning to others nos o offend in like manner. If
such punitive damages are given, you shouid award them with caution and you

10

o

conduct must be “highly or an d from
ordinary care, masmumwhaenmhdzpuofhmuwm

The principles set forth in these instructions should be kepe in mind in deciding whether
or not the damage awards are excessive. It is worth noting that State Farm has raised no claim
of instructional error in its post-trial motions. At no time before the jury’s verdict did State
Farm take the position that the jury should not be instructed to comsider the seven Crooksion

factors in deciding the amount of punitive damages.

Smse Farm's post-trial positions are not entirely i with its own proposed jury
insuctions. For example, with respect 1o its postrial motions, State Farm argues that the
proper amouzk of punitive damages in this case cannot be evatuaied, even in part, based on a
corporation’s wealth; indeed, State Farm argues that it is iflogical 10 even refer w a
cOTporstion as possessing “weaith.“ Same Farm Opening Memorandum at 105-07. State
Fm'smmmmmnNo.wﬁmmmformjmmmmﬂﬂin
determining the amount of punitive damages. The first factor lissed is: “The relative weaith of
State Farm_ “ In instruction No. 59, the jury was properly instructed, withour objection, that it
shouid "consider the relative weaith of the defendant.” Accondingly, in spite of Statz Farm's
mrmpolilim.hhplﬂnlhlinmhh(uwﬂummﬂxcmfmn),myhz

ich in ing whether the jury’s award is excessive.

A i theme ing through Stale Farm'’s briefing is that whether or not the

& ded are ive must be d d solely by W the
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evidence coocerning what State Farm did o the Campbells, and what punishmem is
sppropriate for those acuons considered in isolation — ignoring the Campbells’ entire

institutional case and all the evid of similar mi duct by State Farm woward other Utah

consumers during the past two decades.

However, beyoad the objective of punishment, the jury imstructions also properly

allowed the jury 1 consid ori Withous from State Farm, the

oY

jury was directed in instroction No. 59 to set punitive damages based on “the mamure of the

defendant’s misconduct” and “the probability of fumre of the mi duct. *  The

Campbells’ instintional case set forth ample cvidence that the mnme of Ste Farm's

misconduct was pervasive: that it i not an i of doing toward the
Camp or the b but instesd a company-wide clamv-handling poticy of
providing i ives o adj © ty deny Uah owed to0 them
under i ici ives that were ncver disciosed to consumers). There was ampic

evidence that this waz done as part of a deliberare and ngful effort 10 enb P
profirs, a scheme that was orchestrated by wp officials; that this policy caused the mishandling
of the Campbell file; and tha it contimues t0 camee many other conmuners to be wrongfully
denied insurance benefits on a widespread basis.

Further, mstruction No. 59 directed the jury to focus on awarding a sum that would
serve “as a wholesome wamning to others not to offend in like manner,” and “discourage the

defi and others simil

from doing or repeating such misconduct in the fumre,”

North Am. Co., 900 F.2d 109, 111 0.3 (7th Cir. 1990). A punitive damages award cqual to
one percent of State Farm’s wealth would be $547.5 million. The remited amount of $25
million in punitive damages represents less than 1/20* of one percent of State Farm's wealth
(.0457 per cent).

As a benchmark, it is worth noting that the remitted amount of punitive damages in this

me,emmnamofwmhlmmmmmmmwmd

upheld by the Utah Supreme Court against the i o d
(there, approximately one-haif of one percent of weaith).

in Croakwion.

Considerable evidence at trial from State Farm's own wi affirmari lish

Y

that punitive damages in the range of 5145 million, about one-quarter of one percent of its

weajth, appear necessary 1o capture the ion of top corp fficials and ensure thax they
monitor and change corporate policies as may be appropriate in Jon 10 punitive damag
awards. Rep vice presi Buck M i, State Farm's wp official over Utah and an

cmployee designated under Rule 30(bX(6) as kn t about punitive damages against the
company, testified that State Farm has 0o system in place © track or record punitive damage
awards, of even to repart them to tp officials, and that he did not himself plan to repart o

any p award in this case. 21 Tr. 157, 171.72. Orher 1estimony

established thar, because of State Farm's lack of any itoring of punitive damage

even a $100 million award in Texas several years ago was never iearned of, much less acted

on, by headquarters. 11 Tr. 107-10. Given that State Farm is 30 weaithy thar this earlier $100

GARY T. FYE CO.
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26.

29.

30.

Gmmmmofﬂz}wym.smm&.m:mmu
amours of punitive damages — that it cannot be supported based on a narrow analysis of what
was dome to the Campbells aloge, ignoring the Campbells” entire institional case — is
fundsmentaily misguided.

The Court now turns 0 State Farm's remaining arguments with respect to the Crooksion
mMMMmmw«mmmm@nmm

"o the i o

¥ pay

le by Stse Farm 10 $25 million.

2. Crooksion Factors
The Court addresses the seven Crookston factors as follows.

o Reistive Wealth of State Farm

Sute Farm’s wealth is enormous, as no one would dispute.  The evidence indicates that
Statz Farm's surplus increased from $2.65 billion in 1977 to $25 billion in 1995. Its assets
increased from § 6.3 billion in 1977 1o $54.75 billion ia 1995, at an average increase of $4.3

aillion per working day in surplus, and $9.3 million per working day in assets. These

are imp n ing what amount of punitive damages is y Y
o gez the amention of State Farm officials and spur action to elimi the g
involved. *[Plunitive damages shouid be more than an & = “ o a g Couz

Y. Montova. 660 P.2d 723, 727 (Umb 1983), and it appears that “a rypical ratio for & punitive
damages award t a defendart’s net worth may be around one percent.* Cash v, Pelunann

million verdict (less than 0.18 percent of its weaith) was too smail for wp management even o
notice, the jury's $145 million award (approximately 0.26 percem of its weaith) cannot be
viewed as excessive under the wealth factor.  (By coorast, there was no evidence of this sort
presemed in Crooksion to support the award there, which was double the award of the jury

here, expressed as a percentage of wealth).

b.  Nsture of State Farm’s Miscondnet
The second Crookston factor. which mirrors the BMW v, Gore “reprehensibility” factor,
likewise swongly supp
is of a hensible namre is “{plerhaps the most imporam indicum of the

the punitive d: by the jury. Whether a defendam’s

reasonableness of & punitive damages award,” Gore, 116 S. Ct. at 1599. The U.S. Supreme
Court has singled out for special condemnarion schemes of “trickery and deceit,” especially

when they target peopie who are “financially vilnerable™ and invoive “repeated misconduct. ”

Id. Further, the Court has identified as ’ 114 ible a s use of

“deliberate false staemerxs, acts of affirmative mi or of evi of
improper motive.” Id. at 1601.

There is ample evidence in the record from which the jury could reasonably conclude
that all of these clements of reprebensibility are presem in the corporate policies that were
responsibie for injuring the Campbeils. that have injured many other Utah consumers during

the past two decades, and that continue today. The evidence has been summarized in derail by
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the Campbells in their briefs, se¢ Campbell Omnngan at 12-143; Campbell
Surreply Memorandum ar 13-41, and at oral argument on the post-trial motions. The Court
bere briefly summarizes three key aspects of the cvidence that are imporant to understanding
its analysis of the reprehensibility of Staee Farm's misconduct: (i) State Farm's official policy
of giving its adjusters undisciosed incentives to denty consumers benefits owed them, in order
mmhnmmrpmumﬁnbymgmuymmwh;pn;minnam
center: (i) State Farm's use of various wrongful mesns to cooceal this profit scheme and evade
punishment for it; and (iii) the impact of these profit and
specificaily.

on the Camp

i Siate Farm's policy of using its aure insurance claim-handling process as a profit
center by offering its claims odjusiers undisclosed incemtives to wrongfully demy bdensfits
owed consumers. The record conmins a large body of evidence, in the form of Stte Farm's

own i & the

¥

of its current and former empiloyees, and
credible expert wstimony, that over a period of approximately two decades, State Farm has

pursued an official policy of using its muo insurance claim-handling process as a profit center,

by systematically providing its claim ady with i I o ngfully demry
benefits owed connumers.

At the outset, to appreciate the force of this evid it is imp o the
ell d dards for what of profit are permissible in the i indusiry,

what sources are impermissible, and bow this relases to the

VIR Op P Y
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the insurance business is to timety pay fair value in the event of a loss, so that fulfilling this

functi ires an & to blind itself to the economic advantage it could

.

obtain if it were W0 use iis superior ge and ial age (o pay oul less than whar

clagns are acrially worth. Thus, it is universally accepted within the indusiry that the

mp jon of claim adj cannot be set based on whether or not their claim payours save

the company money; if thay were 1) would be ically induced to pay out
less than is fairly due. The public trust aspect of the insurance industwy dictates that the
incennives of claim adjusters must be set in line with the undertying insurance function: to
tumely pay out fair value on claims, 0o more and no iess.

Indeed, the siogan that State Farm purports 10 have irs adjusters follow is that “we pay
what we owe, not a penny mare, not a permy less.”  Unformumately, reality does not comport
with this siogan. The record contains extensive evidence that for approximately two decades.
State Farm has disregarded weil-accepted industry rules by turning its claims-adjusting process
into a profit center, 1o the point of giving its claim adjusters specific oomerical targets with
regard 10 average payouts per claim  Meeting these targets leads o better pay and promotional

prospects; missing them ieads to criticism. prosp at the T and, ulti by,

a threat to one’s continued employment.
A variety of interml documents generated by State Farm during the 1970s and 1980s

to pursue the explicit objective of using the

the decition of top

claims-adjuscment process as a profit cener. One of the more importam pieces of cvidence of
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for i dj The Campbells provided credible, ted expert testi on
this point. Seg Campbell Opening Memorandum at 45-53. In brief. insurance is a public trust
sort of business, in which the insurance company Mkes in premiums to cover a poot of risk,
and the customer, as weil as the public genenaily, has to be able to trust that the insurance
company. once a risk turns inio & harm at 3 later date, will timely pay fair vale on the claim

after due imvestigation. The claims adjuster should be allowed to handle each claim on its

merits, withowr having i ives or p to underpay claims in an atempt 10 meet
profits. In the

 trial, that insurers

arbirary average payment-per-claim goals designed lo P

1} d and was

must nex seek o eah profits by i ) y paying claims, but that companics must

focus on building profits by such means as enhancing their ability accurately to assess risk and

base by cift

tms price their product appropriately, i ing their

maximizing their invesunesf income on premamm monies prioc to payout, and achicving

in their op genenily.
The evidence made clear that in the i i it is regarded as ial that an
insurance p may oot property seek w0 i@ its profis by pressuring its claim

adjusters 0 pay out less thag is owing on claims, cven if this could be easily done by taking
advantage of peopie who have Do idea what claims are worth, or who are 30 in need of funds
that they would be forced to accept far less than is fairly owing if the only alternative were

substanrial delay and/or 2 need to institte litigation. The reason is thae the core function of

13

an uniawful policy is the document dased May 1, 1979, laying out State Farm's “Performance,

Planning and Review,” or "PP&R,” program. Seg PX-57(1), Tab 10. (it should be noted that

this was nos produced by State Farm, which aims 0 have destroyed it, but

was obtained by the Camp by subp from a former Sate Fann claims manager. The

head of State Farm's document retension program, Dan Cochran, who testified at trial, would
mmmmmﬂﬂmnpinhzdsmdbysnnhma;mwﬂ:lmbnof
this case.) As the Campbells established with the aid of credible expert testimony, this
document, particularty when viewed in connection with relaied documents and the testimoay of

State Farm employecs, provides vatuable insights into Stae Farm's inherently wrongful

method of running an i claims op
The PP&R program explicity covers “all levels of empioyees™ at State Farm, including
claims adjusters, and seeks to “reward merit salary-wise”: analysis of each employee’s work

under the PP&R progr is igned 0 “[rlealisically support merit salary

recommendations,* "Merit,” in the comext of claims adjusting, is explicitly defined by the
PP&R program as inchuding the ability 10 meet preset wrgers for payouts each year — i.c.,
targess for payouts that are tied not to the severity and {air value of the claims that are being

handled, but rather 1o State Farm's goais for making profits, by arbimarily holding down

payouts, for that year. (It bears is that such arbitrary pay goals are set for claims
that have not yet arisen, concerning accidents that have not yet happened.) Thus, the PP&R

Program requires supervisors to set goais for claim adjusters, at the suart of each yesr. such as:



41.

42,

"Hoid BI [bodily injury] paid cost to (number) or less for (year)”; "List prior damage (i.e..
report prior damage to cars invoived in accidents] on x% of all esimues written by (date)”;

and *Ni {i.e.. a form of payout that, by definition, is made =t

\ess than the insured is entitled to receive under the policy] on x% of all estimates written by
(date).”
that, in carrying owt this PPAR program, which

The evid further d

directly pressures adjusters o kecp down payouts in order to meet these sorts of preset targets
baving nothing to do with the merits or actual value of the specific claims thar an adjuster

has infc d adj that

would encoumer in the coming year, top State Farm
they are the “big spenders,” who pay out over 70 percent of the premium doilars paid by
consumers, and that it is their responsibility to “shore up the bottom line” — i.c., 10 keep
down payouts — in order 10 ensure that Stace Farm bas the “most profitable claim service in
the indusay.” 11 Tr. 5, 6, 44, 45; PX-57.

approsch of using the PP&R program to mix the claim service function with the quest for

profits is nh
system cannot be justified "in any way,” 17 Tr. 58, given the duty to trest insureds “honestly

greater corp ly wrong. These experts westified thu the PP&R incentive
and fairly.” 17 Tr. 43. They described such an incentive syssem as simply “taboo in the
insurance indusery,” 11 Tr. 6; as "grosaly unfair® 0 consumers. “absohuely wrong,” “just

absolutely what you woukd never wam (© see in a claims organizaton.” 4 Tr. 58-59; as

21

The effect of the PP&R program’s arbitrary claim payout targets on operations here in
Utah, and particularly the constant pressure to reduce the money paid out on a year-to-year

basis, was established by iestimony that started with low-level claims adjusters, such as Felix

Jensen and Ray Summers, and went up through the ranks of The colk

picture of operations under the PP&R p by this d was one of

unreienting pressure ©© keep down payouts (o meet arbimrary claim payment gosis. For
exampie, Felix Jensen, 2 curent Utah Staze Farm employee of more than 30 years, testified as

10 the “many, many, many tmes” that high-level claims would dj o

revise downward their evaluation of what should be paid out on claims. Jensen went w0 top
managers and pointed out the “intoierable situstion® that was being creaed for adjusters, who
were simply unable o run s property funcrioning system in which fair vaiue would be paid for
claims. Jensen was bluntly instrucied to *get out of the kitchen” if he couid not stand the beat.

Samantha Bird, a iongrime Utah Stare Farm claims supervisor. also expenenced pressure
o reduce payouts to well below fair value as 2 “recurrent, running theme.” She. 100, went to
high-level managemers in an anempt to do something about it. Instead of being taken
seriously, her compiaints led to advice that she should be *more of 1 team player.” Bird was
criticized by those higher in the management structure as being the only supervisor who argued
against downward claim payout pressures. She endured for years constam criticism of her

approach © claims handling. At times even she was forced 1o commit dishonest acts and o
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43.

inherently fraudulens if no fully disclosed to the consumer (given that, if consumers were

in adv of the & system no ote would buy State Farm's policies), 11 Tr.
9; and as “creatfing] a corporase cuiture that is predatory” and “take(s] advantage of the
gullibic and defenscicss people.” 4 Tr. 64; 11 Tr. 90.

Stase Farm's defense was that the PP&R program, despite its plain wording, at no poim

has enforced anry such i ive sy ; that the PP&R program’s sole function with respect to

adjusters has heen simply to encourage the sewting of non-binding “awareness goais” that had
oo effect on pay of performance; and that, in any event. Stawe Farm has discontimued the
mamawmpemm.mmmmlmm1m.

e evid , both in the form of documernxs and

However, the Camp p

through the testimoay of current and former Stare Farm employees. that the PP&R program,

including payout goals, has ioned, and 3 o function, as an rfal sch o
provid i d i ives to adj t0 deny benefirs owed by paying out less
than fair vaiie in order 10 meet preset, arbitrary payout mrgets desi w P
profus.

The evidence aiso clearly established that the PP&R progr i img the arbitrary

claims payout goals, has spplicd equally w the handling of both third-party and first-party

claims.

knowingly underpay claims. Bird uirimately tired of being forced to commit dishonest acts and
resigned from the company.
Munmmmmmaimm“NommdBm(bahurwhmnm
siﬂempwyedusmFm)didemwdmymuMmﬁmminmyny
wmwmnﬂm-wmmwusmlymm
- compelling evidence

A mumber of the documents evaluating and

claim pay

the use of non-bindi goais”

was imroduced oy this

mmmomeMBmMmmﬁmmmMuﬂzﬁ,

preset average payout goais. In partcular, Brown's PP&R P
references 10 the need to reduce average payments on claims (in spite of inflationary pressures

va;wnﬁhlbﬂh.mm.mp.w.).mamnmmm:mm

doing 50, in the course of seeking ( fully) a 10 & more

of Stare Farm employees

Further, the Campbeil d gh the
who had worked ourside of Utah, and through expert tesumony, that this pattern of claims
dﬁmuﬂuﬂ:”&kmwmalmm,hmnmmm
d from the highest leveis of corporawe

feamure of State Farm's busi P
b ial evidence that, commary to Scam

A ., the record

Farm’s claims that it “obsoleted” age pay goals memos ¢i in 1992

Ml”l.mep::thwumheingnmadmnmeﬁmofuhlhlm. The omly

difference is that the arbitrary payout goals, d w bottom-line corp profits,

24



45,

S1.

are no longer st out in writing; 1o make it more difficuit t0 prove how the program operaes o

injure this key el of the program is pow carried out verbally.

Finally, the record demonsirates in considerable detail the use by Swute Farm adjusters of
a wide variety of highly unfair and dishonesr methods w0 drive down average payouts on
claims, in circumstances that make it clear that the affecterd consmmers are being routinely
:UleY“
alone (the adj who handied the Campbell case and who was 3 Stase Farm employee in

denied the fair of the rek i Just the

Unb for almost twenty years) outlined more than a dozen such methods, including the
falsifying or withholding of cvidence in claim files, one of the frandulest tactics which was
used, at Bill Brown's direction, in handling the Campbell case. 12 Tr. 188. Summers was

and was

praised for his effective use of unfair and dish claims ged by

management 10 teach them o others. His supervisor told current jong+erm State Farm

employee, Marilyn Poulson, who gquestioned the honesty of the pracrice, that Summers'
fAlsification of documents was “good business, it heiped to settle claims. ® 13 Tr. 162-63.

A of other wi and

sdditional s used by St
Farm in dishonest and unfair ways to reduce claim payments. Although State Farm denied that

iz has conducted clamm-payout reisted o y evid was d of such

contesiz being held, at the & of which the use of unfair

seaiement tactics.

crafied to prey on “the weakest of the herd” — the eiderly, the pooe, and other consumers who
are Jeast knowiedgeabie about their rights and thus most vulnerable to oickery or deceit, or
who have littic money and hence have no real alternative but to accept an inadequate offer to

settle 2 claim at much less than fair value, The Bruce Davis

from Ray S

and Ina Delong on how they were mained to target such consumers, and the expert westimony

from Gary Fye covering the various uactics predicated on this philosophy and the i
d d ring this phi in acnon, was especially significans
b Sy ic di ion of de reg d in iftigation, that reveal the

profit scheme. The record contains considerable evidence concerning State Farm's aggressive

efforts w0 = ge” & that might d it in bad-faith Liti

of exiensive efforts (o erase large portions of the corporate memory. As the Campbells urged
at trial, and have reiterated at length in their post-trial briefing, the evidence of Stz Farm's
systematic and long-running efforts to destroy internal company documents revealing its profit
scheme Suppors an inference that Statz Farm was secking to minimize the possibility that it
would be punished for its underlying misconduct.

Stare Farm'’s own expert wimess on records management, Robert Williams, set out an

propriate b k for the propriety of State Farm's document destruction
cfforts.  Williams testified to three basic principles of proper r's (1) given
the large volume of information in! d in ing busi a cory needs w0 have a

“corporate memory, “ by retaining information documenting the nanure of its past activities; (2)
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47,

48.

49.

S2.

ii. Stare Farm’s use of unigwful and unethical means to | its profit scheme and

evade punishment for it. The record also ins ample evidence that, th a least the
past two decades, State Farm has resorted to a variety of wrongful means to anempt o evade
desecrion of, and Liability for, its unlawful profit scheme. Using these tactics, State Farm has
managed to construct & nearty impenetrable wall of defense against punishment for its

to deny

wrongdoing, one 50 effective that it is able to irs
inurance benefits with impunity, knowing: (1) that few of its victims will cven realize that
they have been wronged; (2) that fewer still will ever be able to sue: (3) that only a smail
fraction of those who do sue will be abie t0 weather the years of litigation needed to reach
trial; and (4) that any victims who do actually reach trial will have great difficulty esmblishing
the basis for punitive damages when met with claims that only an “honest mistake™ was made.
supported by a body of evidence thar has been systemaically sanitized, padded, purged,
concealed, destroyed or rehearsed.

The record indicates that these evasion tactics are so successful that State Farms mains itx
empioyees (0 ignore the threat of punitive damages in making their claim-bandling decisions.
mﬁmmmﬁmﬁwpiﬁplcmmuuemdwhﬂhmibk.

The record

a  Systematic targeting of vub ble and defemsel
clexrty supports the conclusion that State Farm's undisclosed policy of using its claim-handling

procexs as a profit center to systematically deny beoefits owed w consumers it deliberately

it woulkd be “abhorrent™ and “absolutely” not proper for a corporation to seek ow documents
on corporate practices that it views as unfavorable, replace them with new versions, and
destroy the original versions, $o that someone who later wanted w find out what happened

wouid get a distorted picture; and (3) it would be improper for a corporation w0 retrieve

from di y in a compicted case and desoy them while they are subject 10
mmmmﬁm.mmmmmmm;nmm
0ot exist.

The record reveais that Stace Farm violated ail three of these principles on muitipie
occasions, in an obvious effort to evade liability for bad-faith claim handling, as summarized
by two experts cailed by the Campbells familiar with State Farm's doaunent manmagement
practices, Gary Fye and Steve Prater. Many documents that were critical to the Campbells’

proof in this case were i ot gh di y di d to State Farm. but through the

fortuity that State Farm empioyees happened to rewin them after leaving the company, or that

Fyeurmv:redmdmiﬂdwpiudmingﬂ:l%mdlmmﬂ:pmofmmﬁm

the company’s claim-handling practices, often as part of litigarion against the compeny.

OummhumeFm'sdoumdsmmmeﬁomismwnhy. It is

i d that, in with sound rd: practi on Ni ber 16,

1988, State Farm bad at its corporate headquarters a special historical department that

ann{mmmeWMmmemm

section of each mamual was changed. Thus. State Farm had a “corporate memory ™ of its past

28



mmmmmwnmwmmmﬁm‘mwumml
through 1983, from which & conid casily satisfy discovery requests with respect © such
manuals. It is conceded by Stee Farm's own experts that givea theo-available and currently
available compect storage mechanisms, ail of this information couid be stored in space the size

of a desk, on micrufilm, microfiche, or computer media.
hhwmmmWMMhlmm‘MWﬁu
product p for all claim-handling manuals in effect at the time the claims

against Curtis Campbell were adjusted, none of this information was provided them. Insvead,

Stare Farm provided the Campbeils only with copies of the subsequent, then-curremt manuals
that were in its Jocal Utah offices, asserting thar its eariier mamals were 0o longer availsble.

The record also refiects that, shortly thereafier — while this case and others aileging bad-

faith claim bandling remained peading and subject 10 ing di y requests — State

Farm launched eisborate efforts to destroy its existing corporase memory on its past claim-

handling practices, with the explicit purpose of keeping them from y in bad-faith
cases. Through ined by Samamha Bird when she left State Farm, as well as
Ms. Bird's own testimony, it was d that on April 5, 1990, while this case was
pending, Janet C X, an in-house sent by top State Farm managernent, conducied

a meeting here in Ut during which she insructed Umab claims management w search their
offices and destroy a wide range of material of the sort that had proved damaging in bad-faith

litigation in the past — in particular, old claim-handling mammis, memos, claim school potes,

29

of Sute Farm's own expert — of keeping no records at all on excess verdicts in third-party

cases, of on bad-faith clauns made against Saze Farm or icws (i ng punitive damag,
verdicts) assessed against Stawe Farm. (Stase Farm claims that it bas no record of its punitive
damage payments, even though such payments must be reported to the IRS and in some sutes

may oot be used w0 justify rate increases.) Stare Farm comtends that it has in piace no

mechanizn for even alerting top ives to such develor on a current basis. Indeed,

| vice president Buck Moskalski ified thar he would not repott a punitive damage

verdict in this cxse w0 higher manzgemenr, as such reporting was not set out as part of Stawe

that efforts by wp

Farm's managemens practices. This evidence ly supp the infi
executives to cultivate willful blindness to the effects of Stae Farm's corporate poiicies are
consciously designed: (1) w deprive victims of State Farm's misconduct of information useful
W proving a patern or practice of wrongdoing, and (2) w give top mapagement plausibic

of doing as simply ting an

deniability, making it easier for them to depict i
isolated, “honest mistake. *

.- .
c. nip

of individi claim flles w0 conceal claim

mishandling. The record aiso comains arople evidence that State Farm has long directed its
claim adjusters to systemacically ~sanitize” or otherwise manipulate individual claim files to
proviie 2 faise, innocem pictwre of how the claim was handled, in an effort 1 minimize
exposure o later lawsuits alleging bed-Qaith claim bandling. Fye and Prater provided numerous

exampies of this practice and pointed to official company documents (most of which Stue
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59.

procedure guides and other similar docwnenrs. These orders were followed even though at
least one meeting participant. Paul Short, was personally aware that these kinds of materials
bad been requested by the Campbetls in this very case.

In the meeting, Cammack stated that not even corporate headquarters would retain copies
of these maerials, Consistent with that evidence, State Farm

des that it has destroy
every singie copy of the old claim-handling maruais that it had on file i its historical unit in
1988, cven though these documemts could have been maintained at minimal expense. In 2
paraliel effort, in {995 State Farm sent letters w its more than 2,000 current or former outside

law firms directing them to destroy or rewn immediately every copy of a3 wide range of

Furtber, Fye provid 3 mumber of

instances in which a plaintiff obtained access w State Farm d

subject to a p
order or confidentiality agreement: (he cases were seuled 3o that the documents did aot become

public s trial; the documcnts were returned p 1 the agn and then,

when other plainiiffs requested these documenss, State Farm responded that it did not have

them,

As a fiml, related tetc w minimize the of inft ning ity claim-
handling practs ilable 0 those inizing the company, in recent years State Farm has
gone (0 extraordinary lengths to stop damaging documents from being creatzd in the first
piace. As Fye and Prater testified, State Farm takes a highly ab pproach — i
with the sound principles of corp and ds control set out in the testimony

30
Farm once belicved it bad y yed) indicating that this p reflects 2 long-
standing philosoptty among State Farm of this p in action were

also provided by Bruce Davis and Ina Delong, who gave detiled testonony on how they were

equired sy icaily 0 improperiy rewrite d detailing and manipulating ciaim files
and maincain imp i ion on temporary “buck siips® or “post-it” nows, o be
removed later, and of how their superi inely d in “purges” of any

neganve information that might remain i a file. prior 10 it being handed aver to opposing
attomeys in discovery.

A Snate Farm document entitled the “Excess Liability Handbook.” written before the
Campbell accident, connains demiled instructions on the padding and sanitizing of claim files in
cases with exposure sbove the policy limits. Portions of this Handbook provide evidence
supporting the conclusion that Sate Farm viewed the practice of taking a hard line and
gambling in “cxcess cases™ (when applied t0 many cases) as an effective method for reducing
claim thus i P profin. This Handbook also contains evidence that

State Farm recognized the need to conceal thar it was making conscious decisions to subject its

insureds 10 the risk of excess di A ty, the Handbook bas inoructions ou padding
the file with “seif-serving™ documents. as weil as inszructions 10 leave certain critical items out

of files, such as evaluations of the insured’s exp Such & clearly required

of files 0 i State Farm’s misconduct in excess cases and to make it very

difficult for an insured who is victimized by an excess verdict to ever bold State Farm
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61.

accounmable. Expert witness Fye testified that the Campbell case was a classic exampie of

Stare Farm's application of the improper p

mugte n the Excess Liability Handbook.

The record comtins

4. Symemaic manipaiadion of tessimony by emph

substantial evidence tha Stase Farm has iong had a corp policy, in defending against cases

alleging bad-faith claim handling, of aggressively hing“ its empioy

will be f; e 0 the and that

to ensure that their

will be hinck ]

their ability to obtain relevax, noo-privileged information from such witnesses. The

Campbells presented direct evidence of such 3 practice in the form of transcripes of videotapes

of a comp ide claims fe at which Staze Farm’s claiim-handling

supervisors were told that they shouid

pare being potential wi for the company in

bad-faith litigation. The supervisors were tught thar in courtrooms, “ruth is illusory” bow,
through extensive coaching. a memory can be “crested™ for 2 company witness; and how, by

and

¥ 1 Preg

times,” Stare Farm anomneys and
witnesses can work together 10 “totally frustrate” the efforts of opposing attorneys.

¢, Systematic efforts to intimi pposing

and ettornays.
Fimlly, the evidence in this case supports the conclusion that State Farm has a regular practice

of working 10 wear down and outlast plaintiffs and opposing in i ing o

punish it for bad-faith claim handling, by using a variety of tactics to intimidate claimants,

witnesses and anorneys who oppose it.

33

S ified that a

tactic of State Farm was that of “unmjustly attacking the
character, reputation and credibility of a claimant and making notations 10 that effect in the
claim file to create prejudice in the event the claim ever came before & jury.” 12 Tr. 217. In

fact, Bob Noxon sought to use this tactic in the C. I case, i ting Su w0 write in

he was on his

the file that Todd Ospital (who was killed in the accident) was speeding b

way to se¢ a pregmnt girifriend. There was no pregnane girifriend. Expent testimony
established that using such tactics as part of the i

improper. See 17 Tr. 153 (Prater).

State Farm uses similar tactics in an anempt o inGmid: i from opposing it in

bad-faith litigation. Former long-term Statre Farm employee Ina Delong has given testimony

criticai of State Farm in a number of cases, and that sbe has ly becn the

subject of some of this kind of conduct by State Farm.” 14 Tr. 116 and 207-08. State Farm has
conducted an “extensive® investigation of Delong's persomai life, inchuding her sex life (to the
poimt of paying a maid a1 a hotel to reveal whether or not Delong was having overnight
guests), compiling an 88-page dossier on her. 14 Tr. 207-08. Siate Farm has assigned an
anoroey to “shadow® her in bad faith cases where she appears and to essenmially harass her

with i iti it 14 Tr. 214-15. DelLong testified:

P P

mheyﬁequemlynmfmmmmﬁvednys.wm‘epovumemm the
same ) the same unp They're usually videoed, frequently with in
emofmmmuﬂmdmformundexmmulm
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Regarding the incimidation of claimants, there is evidence in the record of State Farm's

of is rep ves 10 insimi who charge it with bad-faith claim

handling. State Farm's publi on "Extra C Lawsuits,” which was in use by

1979, inmructs - its outside attorneys to “ask personal questions™ as part of an examination

under oath of a clai for the app purp of d ing the from contimuing

with the process, out of a fear of embarrasanent-

Most of us consider our income, our debrs, our domestic problems, how we
spend our money, whether we are keeping another woman, and things of this aamre 10
be very persomal. We don't like other people asking us questions about these things,
and, under normal circumsances, we dou’t go around asking other people these
qmu Hm . where a punitive damage count is in a lawsuit, these mamers

to the ful defense of that claim.

Hmmudnmmm:wofbwmmemmmm
that may be lly if be is ied, but if he .
dnnumuwmmdwdmfmwhnhnmmhemm nnllmaur

PX-121, “Extrs Contractual Damage Claims: What They Are, and How to Handle Them,” at
10-11. Although this document is nearly two decades oid, Gary Fye testified in 1996, based

on his current knowledge of State Farm's ¥ that “this P the acrroud,

toward [him] and others involved™ with bad faith litigation against Scaw Farm. 12 Tr. 69.
State Farm's official mainiog manual focuses on the use of such personal maners, in the

settiement of all claims, from the b i It lists subj such as “infidelity” that can be

used agaiast a claimamt on a claim that is “under direct negodation ™ Article 11 Claim

Superintendents’ Mamal (April 1971), PX-57(2} Tab 9 Trial pages 382-384. Adjuser Ray

14 Tr. 214-15.
Gary Fye has experienced similar harassment at the hands of State Farm for his work

over more than a decade to preserve copies of key documents on State Farm's internal
peactices. 12 Tr. 68-70.

Finally, with respect to the inrimidation of atiorneys who might be in a position to bring
coutingens-fee Litgation against Staez Farm on behaif of victims who have few resources, the
record reveals that State Farm has & practice of resorting to what one of its consultanrs (as part

ofmuﬁciﬂnﬁﬁnapm)mlymfuxdxou'mdmafmucﬁu.' At a

mational conference, approximately 200 of State Farm's divisional claims supermtend were
instructed that “we keep plaintiffs tied up in law and mocion for months. Now that’s the oid
mad dog defense tactic, but it works.” 17 Tr. 205. Expent witness Sieve Prater testified to

Smﬁm':mamdsforuplomiumpuimmwmmluppmm(wm

di jous and tve litigation tacucs. A g 0 Prater, State Farm focuses

on making the litigation p as ti i xpeasive and p d as possible by.
for example, making meridess objections; claiming faise privileges; and destroying documents
o claiming that they don’t exist or would be 100 expensive w0 regricve. 17 Tr. 163-64, 168-74.

The resuit of such tctics, Prawer testified, was that many lawyers get worn down and
mM.mmeﬁdmmmkEWywmmﬁm
the liigazion jong enough to develop & compete factual record and reach trial.  Gary Fye also
provided expert testimony on these “mad dog” litigation tctics, conchuding that Stace Farm's
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70.

71.

use of them is "exmemely profiable,” even in light of the cost involved for an individual case,
because of their in terrorem value across a wide range of cases in intimidaring claimants and
antorneys into oot filing lawsuits a¢ all, or setling claims for small amounts of money rather
than endure the fimancial drain of litigation in the face of such sbusive tactics. 5 Tr. 114. (For
exampie, by destroying or hiding the 1979 PP&R mamual, Stare Farm has been abic o keep
any other court from considering this critical document. lZTr.M-BI-(Pye). Plainsiffs
cbained it by subpoena from former State Farm employee John Crowe, who resides in Uab,
It bas been requesied in other cases, bt bhas never been produced. Id.) Indeed, Fye bad never
seen  case in which the plaintiffs’ antorneys had managed to reach the advanced stage reached

in this case. 12 Tr. 46,

This case is a clear example of how Stae Farm applies its profit and evasion schemes.
Nevertheless, Staze Faym has argued 2t length that the evidence about State Farm's unlawful
profit scheme of giving undisciosed incentives to adjusters to underpxy amounts owed
congumer s on claims, and its reiated evasion scheme of using various unlawful and unethical
tactics 0 escape any punishment for its profit scheme, is rrcievant to this case, and cannot be

mken into in seming punit the Campbell dly were not
injured as 3 resuit of these policies and practices. S Farm claims that, because (in
hindsight) it seems foolish for Bill Brown and other managers in Utah not to have setied the
litigation againgt Curtis Campbell, but instead 10 take it to wial, and because Swmie Farm

bt ended up paying out much more than the policy limits oo the case, what happened 10

i#i. The impact of these profit and cvation schemes with respect 1o the Campbells
specifically. The evidence established that prior o the 1981 accident ipvolving Curtis
Campbell, State Farm ived and imp) d the wrongh
deacribed above. These schemes have permeated all aspecss of s claim-handling practices,

on both third-party and first-party insurance claims.

profit and evasios schemes

ns mi of

Fraud and deception are inherent parts of the success and profitability of these schemes. As
these schemes were applied in the Campbells’ case, State Farm was able to engage in a gambie
in which the Campbells (unwintingly) bad all the downside risk and State Farm had all the

37

in the Utah ciaims operations during the period when the decisions were made not to offer w
settle the Campbell case for the $50,000 policy limits — indeed, not to make any offer 10 seutle

This evid bli

at a jower d that high-level manager Bill Brown was under
heavy pressure from the PP&R scheme w0 control indemnity payouts during the time period in
question.  In particular, whep Brown declined to pay the excess verdict against Curtis
Campbell, or cven post a bond, be had a special need to keep his yesr-end numbers down,
since the State Famm incemtive scheme means that keeping those numbers down was Imporant
w betping Browna get a much-desired transfer to Colorado.

The Excess Liability Handbook (which Brown spparently kept in his office and used to

train di as S Bird's i indicazed), evidence supporting the
conciusion that State Farm viewed taking a hard line in “excess cases,” both before and after

trial, to be an effective method for reducing i ity pary There was ampile evidence

that the conceprs wught in the Excess Liability Handbook, including the di i
and manipuiation of claim files and the policy against posting any supersedeas bond for the full
amount of an excess verdict, were dutifully carried out in this case.

Under the PPRR scheme, the actions taken by Brown and his subordinates with respect
to the claims against Curtis Campbeil appear to be textbook exampies of the sort of behavior
that is predictably rewarded by Stae Farn under the PP&R program. Thers was ample basis
for the jury to find thar everything that' happened to the Campbells — when Stae Farm
repeatedly refused in bad-faith to semle for the $50.000 policy limits and went tw trial, and then

73.
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the Campbells cannot be viewed as part of any unlawful profit scheme being run by State
Farm. The key contention for Stae Farm is that it did not, in fact, profit from what happened
10 the Campbeils. In making these claims, Ste Farm ignores both the proper perspective on
the PP&R program and specific evidence in the record.

The recond fully supports the conchusion that the bad-faith claim handling that exposed
the Campbeils t0 an excess verdict in 1983, and resulted in severe damages w them, was a

of the that had been put in piace by top management at State

profit sch
Farm years earlier. The Campbeils p ial evid

P

showing how Stase Farm's
improper insistence on claims-handling employees’ reducing their claim payouts during the
comiug year, regardless of the merits of cach claim, manifested itseif under the PPAR program

38

failed to pay the “excess” vendict, or at least post a bond, after trial — was a direct application
of State Farm's overail profit scheme, operating through Brown and others.
Statz Farm's main resp

w0 the Campbell of bow the Camobel] bad-faith

claim handling was, in fact, an application of Statz Farm's unlawful profit scheme, is to cail
this an “irratiomal thesis.” stating thar it does not explain “why State Farm would sdopt a
corporate policy of wasting money by trying no-brainer cases,”  State Farm Surreply Brief &t
28-29. Again, however, the essence of St Farm's claims-handling profit scheme was its

disciplined insistence on baving claims adj and empjoyees work on 8 sy basis

to meet arbitrary, preset targets. O0¢ Year at & time — and then, if that strategy yields an

setback to take money out of the corporate coffers (through a lawsuit
alleging bad faith), reiying oo a panoply of techniques for bullying the complaining victim into

backing down rather than doing to Stae Farm what in the

PP y only the Camp
history of bad-faith litiganion against Staze Farm, have managed to do: get to a jury on a
punitive damages claim. armed with a reasomably complete factual record concerning the

mamre of Suwe Farmn's icies and

The fact that chis PPAR scheme will, in isolaed cases, sometimes cost Staze Farm
money, compared with what would have happened in that isolated case if fair vaiue had been
prompuy paid, is obvious but i
ipcrease corporate profits across 3 broad range of claims on a yearly basis. Pursuing a PP&R

for present purposes.  The PP&R policy is crafied to

policy such as State Farm's can be perfectly from s profi
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75.

79.

even at the price of an occasional setback. Stae Farm's complaints about the “bizarreness” of
the Campbells’ argument, see State Farm Reply Br. at 28 n.13, if accepted, would logicaily
eonail, for b that any i

the strategy that doesn’t invariably make
one's stock or bond portfolio go up in valuc on every investment is “irrational” or “bizarre. ”
That perspective makes 0o sense. What happened (o the Campbells was just one more casuaity
of State Farm's overail approach toward claim handling. 5o that Stwte Farm's argument on this
point is without merit.

Stuate Farm also suggests. much more briefly, that the evidence concerning State Farm's

evasion tactics also bas litue or nothing 10 do with the Campbeils or with the proper amount of -

punitive damages in this case. Apart from the fact that of this which

goes 10 State Farm’s perception of the likelihood that it would ever be punished for its

gdoing, is fal in idering the proper amount of punishment to be assessed in the
rare casc that emerges and goes (0 trial (as sex forth in the Campbells’ memoranda and beiow),
the record also shows thet 2 varicty of evasion tactics were used by Stae Farm, through
Summers, Brown, Noxoan and others, in an effort tv concesl i3 wrongdoing toward the
with that doil

Campbells and evade any puni in
Given all this, the Campbells’ instinxtional case, outlining the broader corporate policies
that produced both the mjaries that the Campbells suffered and the efforts of State Farm

employees to minimize the possibility of p was in serming the

popeELy

ofp

41

It couid be inferred that Fire Inxurance's motive for engaging in such cooduct
was t0 substantially increase its profits. Depriving a company of the benefits of
such a course of conduct and deterring it from acting in this fashion in the fumre
mywmmmawudofpmiﬁvedam.sdmﬁruaedsﬂnmimﬂmn
have previ found bl 1 could predict that is
synumucfmumlmwuhnwmndcudedeumonmmymmdm
those few occasions where it was discovered, would pever result in punitive
d:mgugruuﬂnndnnnmwhvehmnuﬂymnmmdumﬁﬂly

the fit ratio of ity ngtul and avoid the deterrem
potential of punitive damages. Frusmaring this sort of caiculus was one of the
reasons we gave in Crooksion | againmt adopting rigid dollar amoums or rato
ceilings on punitive damage awards.

Id. at 941 (citing Crookston I, 817 P.2d ar 809). This analysis fully applies here.

Earlier in the opinion, the Court approved of cermin amalysis of the trial judge in
Crookston that aiso seems highly pertioent bere:

Tbe(unl]mtsundmnm:condmnmmdommm:solewml

the g o avoid paying out =ans
legmmclyowedtnn:f‘ This v mccounmd
d the s lloused " toward semling
vlhdchmu. Gweuxh:larg:vohmofchmshmﬂladmm:ﬂy.l’n
‘s vast fi mm:mde

the fraudul the court 4 that this sort of practice would be
widely d in uniess ingly punished. “One may never know bow
many of the ds of claims handled in Unh and clsewhere by Firc

Insurance have been subjected o the same kind of fraudulent mampulation as
ocourred in this case . . . .7

I (@

ng trial judge
The evidence on the scale of the frand. and the need for devaswating punishment. is far
more extensive in this case than in Crookstop. State Farm has sold as its product “peace of

nﬁnd"uhgm:dvmkiusloguwﬁchpmmiﬂlh&mmmmnwm‘lih

a3

76.

78.

81.

iv. Other findings regarding the noture of State Farm’s miscorduct. The Court

li d to the

and full tuated the credibility of the wimesses called by bodh

d from the evid

sides, and believes thmt the jury biy that the above-
surmnarized policies and practices do in fact exist at State Farm, and were in fact responsible
for the injuries suffered by the Campbells. Further, the Court believes from the evidence that
these policies have been followed at State Farm for the past two decades and thar the means
used 10 implement the policies are highly reprehensible. Those means certainly qualify under
many of the factors referred to in BMW v, Gore as being egregious — they arc cailous,

and di

Beyond the fact that Stare Farm's bears the

reprehensible behavior sec out in Gore, it is the sort of misconduct that the Utah Supreme
Court condenmed in Crpoiyiog.  There, the Court noted that “{fjrom the evidence presented at

trial, the court could reasonably conchude thar Fire © d what

0a

poiicy of frasdulendy d

Crookston 1. 860 P24 st 941. In this case, umiike in Crookston, the jury was presenmed with

ying its customers the benefis of their comtracts.”
direct evidence, in the form of internal company documents, admissions from a oumber of
current or former employees, and expert witnesses. from which it could reasonably find thar
precisely such a scheme bas been pursued, and over a lengrhy period of time.

42

a good neighbor.” Bux as the trial proceeded, it became a matter of plain cvidence that Statz

Farm's corp policies involve betraying the trust that it invites its policybolders to place in

it, the trust that it has a fiduciary duty 1 uphold. The jury could easily find from the evidence

dicated on exploiting the trust piaced in it by

that State Farm's claim-handling p are
nm.mmmmmmmmmmdmmmd
punitive damages in this case. In sum, in light of all the above considerations and the other
wmmwmammmmwmwm.mwman

State Farm's policies and p ily and as they were appiied to the Campbells.

boch g

strongly supports a jury award of massive punitive damages.

c. Facts and Circumstances Swrounding State Farm's Misconduct

As 10 this factor, the Court simply refers o the facts that the Court has already

commented on in determining the proper xmount of Y for the Campbeil

the rep ibility of State Farm’s corporate policies

and the facts just di
wmmumpwmnwmwmmmmmm

doi The Count bel that those facts speak for themseives with respect to the rype

of imscxsitive and callous behavior exhibited by Stte Farm toward consumers, clearly

justifying & large punitive damages award.

d.  Effert of State Farm’s Misconduct on the Lives of the Campbeils and Others

GARY T. FYE CO.
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The Court has aiready dealt in other orders with the effects of State Farm’s misconduct
on the Campbeils. As to the lives of others, it secms to the Court. as the Campbells have
demiled at length, that the very manre of State Farm’s policies. and the tactcs it uses to evade

e i

of punitive & make its y hard to detect and punish,
The Court shares the view that the evidence demonstrates, as argued by the Campbells’
counsel, that often the harm is minor 1o the individual but massive in the aggregate. The
scheme, it scems to the Court, is pernicious. Not oaly does it injure large mumbers of
insureds, but it has the effect of corrupting empioyees (not that any empioyee wrongfully

adjusts every claim, or that every employee wrongfully adjusts claims on a reguiar basis). It

appears t0 the Court that under Swmte Farm's sch a iderable p of
policyboid i3 victimi by a mgful denial of benefits, ofientimes when these
policyholders are the most vaipersble. And it inty app to the Court that State Farm

o such

| denial of benefi

pursues an official corp policy
in situations where State Farm betieves that it can be successfuily accomplished.

Another effect of State Farm’s policies is that it puts auto insurance companies who play

by the ruies ar a comp 2 ing State Farm to incresse its market share or
its profits (whichever it is puning the hazis on), or 1 af both, by having an
advantage that honest companies don’t have: the shortchanging of policyhoiders oo ¢laim

amounts that shouid be paid. As the Campbeils demonsirated with expert testimony, this

incvitably creates pressure on the honest companies 10 resort (0 the same sort of misconduct ia

45

against any personal exposure, so long as an offer bas been made to senle within the policy
limits and so long as the insured cooperates in the defense of the case). But it is worth noting

that other than Moskiaski’s seif-serving testimoay there was no evidence presented to the jury

that either Mosklaski or h

P .

has promuigated such a policy. Thers was no
evidence that Mr. Moskalski did amything in writing, or in consuitation with business lawyers.

As the Court

it, Mr. Moskaiski was in the office of trial counsel preparing for his
trial westimony and it was ar that point, not iong before the jury was to decide pumitive

d that Mr. B

i experienced a of enli and, be testifs
decided to adopt this new policy. That was the time and piace when this change asseriedly
The Court does not find it surprising that the jury apparemly was not particularly
thar this was

And to suggest that it was a “deahbed

repentance,” as did the Campbells’ counsel in closing argument, seems if anything an

of the ci concerning this purporied change. This tesomony is just

one example of the implausible nature of much of the testimony elicited from State Farm’s

employees in this case. Stae Farm's D itude was evi d the mial,

during which witness after wimess testified to being “proud® of how Staze Farm had handled
the claims against Curxis Campbell, and refused to admit any flaws, ever, of any kind in any of
State Farm’s past or present claim-handling policies — or that even a single claimant had ever

been treated unfairly during State Farm's entire existence — despite the documentation to the

GARY T. FYE CO.
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ap aiempt © sy even with State Farm, ing the damage to ghout the

auto insurance marketplace as a whole.

e.  Probability of Future Recorrence of State Farm'’s Misconduct

The Court has aiready found that Stawe Farm has camied out a persistent scheme of

wrongful conduct. It would appear to have been y profi as the Campbells’
experts on the msurance industry testified, and as various examples of the scheme in practice

strongly support.  Further, despite testimony from State Farm withesses that the improper

payout goals at the core of the sch was dly * ob: * in 1992 (and aguio in 1994),

ik that this incentive sysiem (inciuding its improper

the Camp P d ample

goals) — the engine thar p j 0 mgfully deny benefits 1o ona

wide range of claims — remains in operation today. Ouly the documentation has changed, for

appearances sake; as the Campbells proved with both i Xnp d and
of k 3 i the sch is now carried out verbally, to avoid the
creation of documents that might be ing 10 the in lid

To be sure, there was from regiomal vice presi » i during Phase II
that be had ordercd employees in Utah and the two other Stues be oversees to start sending
“peace of mind™ letters (0 consumers in third-party liability situations like the one faced by the
Campbells @i.c., legers to its insureds who have been sued in & third-party action, informing

them that if State Farm decides w rake the case to (rial, State Farm will protect the insured

contrary drawn from Swmie Farm's own files. Given the absence of credible evidence that. in
fact, State Farm's policies have changed, and that the misconduct carried out toward Utah

comsumers during the past two decades has ended. the probability of recurrence of State

Farm’s mi aduct appears ly high.

f.  Relaticaship of the Parties
The relasionship of the partics, is fiduciary in namre. As ooted in the Uth Court of

Appeals decision in this casc:

mmmmqummmhammmmm
“controls the disposition of the claims against its insured, who relinquishes any right to
negotiate on his own behalf.* The insured is thus “wholly dependent” on the insurer 10
see that the insureds’ interests are p d . The i dhus “creates a
ﬁmcuryrehnomhmbecauenfmmm:dmphmdmm:mmbym:
insyred. *

Campbell v, State Farm, 340 P.2d 130, 138 (Utab App. 1992).

Indeed. Siate Farm spends large sums cach year advertising the “peace of mind” that 1t
mbuium.somueisunkaedibﬂitymn:chhnmnmmmanmhe
emmdmulyonamnynmhnsachmmhiﬂynmmiummm:mdm
resist the tempaation (o betray insureds in the pursuit of easy profus. As late Chief Justice

(then Judge) Burger recognized many years ago, "[pjunitive damages arc partcuiariy apt™

where the trust put in a fiduciary "is i lly and iously disregarded, and expioited
for unwarransed gain.” Brown v, Coates, 253 F.2d 36, 40 (D.C. Cir. 1958). That trust was

plainly abused in this case, and was abused pursuant to what the Court believes was 2



9l.

92.

conscious policy to do so on a reguiar basis 1 a wide range of insureds. In the Court's mind,

this is another very substantial basis supporting the jury's award of pusitive damages.

g. Amount of Actual Damages Awarded
The Courr is of the opinion that it should issue a remititur reducing the amount of
wﬁw&mgamﬂ!mﬂhwﬂhﬂnfﬂzmmﬁﬂmw.'ﬂ!

amoums of actial damages awarded,” Crooksion |, 817 P.2d ax 808, which the Utah Supreme

Caourt bas beld triggers cermin presumptions based on the ratio b the p
and actual damages. Id. at 810-12.

As with the compensaiory damages award, as remiited, post-judgment iterest should run
on this remitted punitive damages award from the date of the original judgment, August 8,

that the d of this 25-t0-1 ratio — the $I million in

y d as ited by this Court and accepted by the Campbetls — may be
viewed as artificially iow in that it does not capture the full amount of harm dooe t© the

Campbells as a result of State Farm's misconduct. For example, as 1 result of Stawe Farm'’s
bad-faith failure promptly 1 settle the claims against Curtis Campbell for the $50,000 policy
of all sppeals in 1989,

limits, the judgment against Curtis Camp fi ing the

was $264,287. Arguably, at least that amount should be added o the denominator in the

49

Tatios are P if a rari lanation for a given award exists. Thus in Gore, the

Court went out of its way to reject any “categorical approach® — any “notion that the
constitutional line is marked by a simple mathematical formmia.” Id. at 1602. The Coun
added that high ratios may be justifiabie “in cases in which the injury is bard to detect.” while
recognizing that raiios in range of 500 to 1 should understandably trigger closer judicial

scrurimy. Id. ar 1602-03. Because at least several i ional jons exist in

support of the punitve damage award in this case, Gore's rano guidepost does not require

reduction of the award based on a federal ive due I

The fina) Gore guidepost, “the civil or criminal penaities that coyid be imposed for
comparable misconduct.” 116 S. Ct. at 1603 (cmphasis added), does not require reduction of
the punitive damage award. The penaities that could be imposed under Utah law for the
fraudulent scheme that bas been pursued by State Farm are enormous. Under the Unfair

Claims Practices Act, Unbh Code Ann §§ 31A-26-301, g seg., State Farm could be fined

$10,000 for each fraud cna Unh
Even more fi ly, looking beyond the samwry fines thar could be
imposed in Utah based on th ds of indivi i of ngfully denying fi

owed on claims, much grester penalties could be imposed based om the evidence of State
Farm’s broad pagern of consumer fraud in Utah: (I) State Farm's operations in Utah could be
dissoived, or its license to operate suspended, go¢ Umh Code Ann. §§ 31A-26-213, 76-3-

201(2) & (3). 76-10-1602(ppp), and 76-10-1603.5(5); (2) State Farm's afficers responsible for

51

23.

95,

y ratic. ADy contrary approach, it could be argued,

dculation of the punit mp
would leave & defendanr free to engage in a course of intereional wrongdoing for years, pay up

the compensatory damages just befoce trial, and by that means avoid the imposition of punitive

danages assesszd in proportion o the towl history of doing. If this arg were
adopeed, the remined $25 million punitive damages award would bear a rato of approximately
19.8 to 1 (325 million divided by $1.264,287).

3. Anslysis Under BMW v, Gore
The framework ser forth in BMW_of North America, Inc, v, Gore. 116 S. Cr. [589
calls for analysis of three “guideposts”:

(1996), for azsessing federal substamtive due p
(1) the degree of reprebensibility of the defendant’s conduct, 116 5. Ct. m 1599; (2) the ratio
of punitive 0 actual damages, jd. ar 1601: and (3) the civil and criminal penalties that could be

d for L

Id. at 1603,

With respect (o reprehensibility, as aiready discussed, State Farm’s high-level corporae

of reprehensibility noted in Gore and must be

scheme implis ¥ ly all the

garded as deeply reprebeasibh

Court has indicated

With respect (0 the punitive/compensatory ratio. the U.S. Sup
that, for parposes of federal comsttutional amalyzis. the ratio between punitive and

compenssiory damages does Dot impose & rigid cap on punitive damages awards, and that large

the froudulent scheme could be imprisoned, or at least removed for up 1o five years, see Unab

Code Ann. § 76-3-303 (Gore noced that it is especially imp in

penaities, whether impri is autharized in the

i context); (3) Staze Farm couid be

forced (o disgorge ail the illicit profits from the entire scheme, plus be fined twice those illicit
profits as a penaity, see Utah Code Ann. §§ 76-10-1602. et seq.; and (4) State Farm could be
forced t0 publicize the fact that it and/or its officers had been criminally convicted of fraud,
gUﬂtheAm!7&}303.ﬁmMymﬁn;eﬂEJmiuhmm.

Certainly, the Court does not believe that the stamutory and regulatory sanctions that

couid be brought against Scare Farm mnder Utah law are minimal, nor does the fact that these

sancrions have o date not been p d by the latory and p authorities support

the claim thet the remited amount of punitive daunages is excessive. State Farm places

oot the civil and

iderab hasis oo the that the y should
criminal penaities that it could be subjected to under existing Utmh law, but instead what
Mm_ymﬁlm“.ﬁmmmm. But in Gare, the

Supreme Court plainly indicated that the focus, in terms of

whether a bas
adequate prior notice of the scale of penalty that & given course of misconduct could trigger, is
properly directed to “the civil or crimimi penalties that could be imposed for comparable
misconduct.” 116 S. Ct at 1603 (emphasis added). For example, the U.S. Court of Appeals

for the D.C. Circuit recemtly applied this aspect of Gore in uphiolding against a federal

GARY T. FYE CO.
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102.

103.

excessiveness amack 2 $37 million pemaity axsessed against 2 person who, for many years, had
ﬁildmdhchuinfamﬁouahudumnlof:hnklh&wumquimdmh:d‘ndm
under federal banking laws. Phazaon v, Board of Governors of the Foderal Reagrve, 135 F.3d
148, 156 (D.C. Cir. 1998), pesition for cert, filed. July 15, 1998. The D.C. Circuit relied on

the pemlty that th ically could be

‘mmwmuz_u.s.c. § 1847(b)
— 8299 days of nondisclosure, at $25,000 per day for most of the period, and $1,000 & day for
the remainder of the period, for a toeal of $111.5 million — without any showing thar such

mmummmmmmmmmm

fanation of why the reg Bad picked the particular sum of $37 million as a pemity.
Id. a1 151-52, 156-57. If anything, the absence of any such aid from these suthorities is a basis

for calarging the bt

of the sers

nitive d: "
pardes such as the Campbells and their 3

and difficuity of

taking & case of this namure all the
way 1o wial. It requires the will of a David against a Goliath, or of 2 Rocky Balbos against an

Awmcmwmmmmmﬁdmm“mmmmmkm

State Farm’s final argument on punitive damages is that, if this Court concludes that the
jury’s $145 million award is excessive, it must gram a new mial, as the excessiveness of the

verdict can only be explained as the product of 1 flawed trial process thar crested an

53

by roughly 80 percent not because of any flaw in the jury or the trial process, and not because
the jury's verdict was irrational as rendered based on the evidence that the jury considered, but
based on the ratio factor of Crookston, in light of which the Court concludes that a 25-to-1
Tatio is appropriate.
. STATE FARM'S CLAIM OF ERROR ON THE SCOPE OF EVIDENCE

As part of its post-trial motions. State Farm takes the position that the evidence should

have been narrowly limited to its specific treatment of the Campbells and that the wide raage

of evidence teading w blish that the of the Cammpbells was part of 2 broader
scheme — the evidence on State Farm's general practi policies or [ (

pecific illustrative or i wles) — should have been excluded. Because the
foregoing summary of the evidence justifying the punitive d ily required an

exwensive discussion of the rypes of cvidence that Stae Farm contends should have been
exchuded, the Court beticves that this is an appropriate place to address State Farm's claim of

error with respect to this Court's rulings concerning the scope of Phase II evidence.

ible. uniess it is exciuded by 2

Rule 402 p
specific rule or law.> Rule 401 gives a very broad definition of relevam evidence:

100.

101.

104.

here of passion and As part of this argument, State Farm poimts to several

by the Campbell | in closing argument (never objected to), which Stare

Farm asserss inflamed the jury into disregarding its fact-finding function, and it suggests that

the jury was not serious i its deliberations. Here, Stame Farm also reiterates its objections o
the jury’s post-trial conduct. See St Farm Opening Memorandum at 112-17,

As already indicated by this Court in separaely filed orders, there is no basis for such
claims. This was a well-educaced jury that was extraordimarily attentive during the trial and
that discharged i3 duty with the ummost seriousness. The jurors sacrificed most of their
sommer plans, and suffered through considerable delays beyond the planned mial period,
serving without complaint over s two-month period. The Campbells® counsel, while providing

ic and dedi q 1

vigorous represeataton of their clientt — mawched equally by
for Staze Farm — made no effort to inflame the jury. The trial was pervaded by an overail
atmosphere of fairness. with a focus on the evidence relevamt (0 the issues rather than on
appeals to emotion.

The fairmess of the proceedings is confirmed by the fact thar State Farm's highly
compeient trial counsei aw no need 10 Mise the present objections 0 the comments of the
Campbells’ counse] while the mial was in progress. There is every indication that the jury
deliberated carefully, as illustrated by its three separxte requests to examine various pieces of
evidence in the case: there is no evidenoe that the jury was in any way careiess in the discharge

of its duties. Further, the Court has issued a remittitur reducing the punitive damages award

The evidence admited ar ial concerning State Farm’s improper claim-handling schemes - its

ibility set by Rules 401 and 402. As supported by

— cleatly

meets the for admi

Edward L. Kimball and Ronaid N. Boyce in Usah Evidence Law § 4-2 (1996), the application
of Rules 401 and 402 here invoives simple logic. Phase II of the tial (whicli followed findings

of bad faith againer Smte Farm by the jury in Phase I) involved the Campbells” claims of fraud,

intengional infliction of jonal di punitive d and agency issues, along with
State Farm's cenmal that the of the Campbells was | and
simply the result of hooest Phase I involved., in particular, State Farm's insistence

that it had Do motive to decline a reasonmabie opporuniry to settle the claims against Mr.

their £XcESS &xp (0 get

Campbell of to i : y the Camp
them to acquiesce in State Farm'’s decition 10 gamble on 2 trial). State Farm contended, among
other things, that it had no motivation o act contrary 10 the Campbeils’ best interests, and that
the testimony of its former empioyee Ray Summers was ot credible because Stawrr Farm had

ded it had,

00 motivation to act as S

In order to prevail in Phase [ of the trial, concerning the threshold ismie of bed-faith
claim handling, the Campbells did not have 10 prove intent. motive, absence of mistake. or the
like. These subjects, however were critical 10 Phase I of the trial. on the Campbells' claims

“Rejevant evidence” means any evid having a 10 make the
existence of any fact that is of consequence 10 the determination of the acton of fraud, imemtional infliction of jonal d: P d and agency.
more probabie or lexs probable than it would be without the evidence.
GARY T. FYE CO.
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106.

107.

110.

111.

112.

Furthermore, as discussed in demil under Part [ above, such evidence bears directly on severai

of the seven factors that the Crookson require be idered in the of
A dingly, it was  this Court in its prewrial decisi ing the

atmissibility of the so-called “other acts” cvidence that the jury's coasideration of this

evidence in Phase I was not only y. but jal and

ngly p ive of several
material issues lying at the heart of this conroversy. The evidence in question met the Rule

401 and 402 y stand

making it ixsible uniess exchuded by another provision of
law. State Farm claims that Ruje 404(b) required excinsion.
Rule 404(b) provides:

(b) Other crimes, wrongs or acts. Evidence of other crimes, wrongs or acts
nmmﬁkmmumwnmmmdermmmm

. It may, b . be for other purposss,
nnhupmofofmouve.appammxy intent, prep plan, ledge,
identity, or abx of mi or [ is added)

)i h as the evid in

question was neither offered nor admitted for a prohibited

purpose, but solely for proper “other purp " exp ly

d by Rule 404(b), the
Court finds, as it has in the past, that Rule 404(b) did not require the exclusion of such
evidence. (As noted in State v, Doportg, 935 P.2d 484, 490 o4 (Uah 1997), the “otber
purposes” categories listed in the last senmence of Rule 404(b) are not exclusive. Seg also Unh
Evidence Law. supns. § 4-41.)

Given State Farn's success in getting & bifurcared trial, and given the jury’s finding of
bad faith in the Phase [ proceeding in which the Campbells were not permitted to introduce any
instimtional evidence on its claim-handiing procedures, there is simply no basis for Sute
Farm's present Rule 404(b) objection that in Phase [T of the wial, “plaintiffs’ trial counsel . . .
invized the jury 10 draw from this {other acrs] evidence precisely the inference that Rule 404(b)
forbids — that State Farm must have coonmitted an act of bad faith in the present case because

it had done s0 in many other cases.” Starr Farm Reply Memorandum at 27-28. Such an

infe was logically impossible in Phase I, as the parties supulated to the jury (in
instruction No. 25) that State Farm’s breach of good faith dunies had already been esiablished
in Phase [.

Thus, State Farm's in achieving bifurcation of the

id bad faith issues from
the institutioml case is nself sufficient to dispose of State Farm's present argumments.
However. other msjor poimts are aiso worth adding in pusting to rest State Farm's contention

that it was treated unfairty by this Court’s evidentiary rulings.

Although bifurcated trials are the exception, at State Farm's insistence and over the

of the Campbeils, the Court allowed the order of the prior

judge, Judge Rokich, to stand, requiring the Campbells’ claims to be tried in a bifurcaed

GARY T. FYE CO.
STATE FARM EXHIBITS
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113.

In its Rule 404(b) argument, Soate Farm urges that the only evidence that was properly
admisgible in Phase II was cvidence relating 1o the details of how the Cyobell file was
handled. Thus, Stste Farm insists, any broader evidence pointing to fault in is institutional
claim-handling policies cxn only be viewed as evidence of “bhad character,” inviting the very
sort of inference prohibited by Rule 404(b). Specifically, State Farm complains, “plaintiffs’
that Rule

trial coumped . . . invited the jury 1 draw from this evid precisely the i
404(b) forbids — that Staze Farm must have commifted an act of had faith in the present case
becanse it has done 90 in 30 many other cases.” State Farm Reply Memorandum at 27-28. In
a reisted point, State Farm argues that the danger tha this so-called “other acy” evidence
would unfairly influence the jury’s determination of had faith was so great as (o violae Rule
403, thus requiring & new trial on this ground as well. Sce Smie Farm Opening Memorandum,
at 56-58.

The cemerad p is thar the question of whether State Farm

with these arg)
acted in bad faith was decided by the first jury, months before Phase [I of this trial. As set
mmmmm.uamn,wmmmmmwm

You are instructed that a previous jury in this case has found that a subetantial
likelihood exists that excess verdicts in favor of Slusher and the Ospitals wouild be

rendered againg Curtis Campbell in the Cache County case, and that State Farm
acted unreasonably in pot senling both of these claims against Mr. Campbell
before the Cache County verdicts. This means that State Farm breached its duties
of good faith and fair dealing and irs fiduciary duty o Campbells to settle the
claims against Curtis Campbedl within the policy limirs.

58

proceeding to separme juries. Stare Farm designed the bi ion, geting isely whar it
asked for in terms of what would be covered in Phase |, and what would be reserved for Phase
w the Phase 1

gnized that it was ing evid k

0. Ahthough the Court
issues, it parrowly restricted the proof to the evideoce of Stae Farm's treatment of the

Campbeils, with no of State Farm's general claim-handling procedures, and the
Campbeils were required to blish State Farm's breach of good-faith duties under these
beavy evidentiary restrictions.

From the Court’s eariiest involvement with this case, it undersiood that the purpose of

Judge Rolach’s bift the sp-calied “bad-faith phase” (Phase I) from

order was to sep
what the parties termed the “institutional phase” of this trial (Phase II). Streouously opposing

bifurcation, the Campbel peatedly urged this Court to reconsider Judge Rokich's decision.

State Farm prevailed in its bifurcation arguments largely by pointing ow that Phase O,
covering the instimional evidence, would iovoive a very leogthy trial, as it would deal with

— so that bifur would save

Staze Farm's policies and p

resources in the event that the jury found no bad-faith claim bandling. Thus. State Farm was
Myam.whhmuymmmmmn:biﬁuumBNphnmmp

the threshoid bad-faith issve sep from the ph issues, thar the Campbetls’

instinutional case would be reievant to the issucs (0 be decided in Phase 11, if the jury returned

of the evid

a verdict for the Campbells in Phase I. The i and

introduced by the Campbeils in their Phase 11 institational case was well understood throughout
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115.

118.

this case. There is simply 0o basis for any claim of prejudice or unfairness by State Farm, and .

it was pecessary to sdmit such evidence in order to sfford the Campbelis a full and fair

oppormumity w0 litigate their claims under applicable law.

The central issue in Phase I1, as this Court understood it from the beginning, was the
question of why did Sz Farm do what it did (10 the Campbeils — why it committed the bad-
faith claim bandling that led 0 the excess verdict that presemsed the Campbells with the
possibility of financial ruin and all the amendant The bl were:

(l)ixwhnxpﬁubl:.mseiuimplymupma)iwafuolhhormminh:

or (3) it was a resuit of two corp licies, one 1 or enforce 1 i that

1y used to enb

State Farm'’s claims handling be imp P profits, and secood 10
conceal this profitable policy to evade legal and regulatory accountability for it.

Stated simply and in short form, that third possibility was the plaintiffs’ instinutional
cse, the record evidence in support of which is detailed at length in the Campbeils’ Starement
of Facts and Memorandum Regarding Punitive Damage issues at 12-143, and in their Surreply
Memorandum at 13-41, and which the Court has surymarized in Part I, above, It would be fair
10 say that the Campbells’ ability 10 articulate this third theory has improved, or perbaps the
Court’s understunding of what they have becn saying all along has been clarified. Buz the

61

of their other evi was markedly icied. Al the fusion of this ive pretrial

effort, the Court issued several orders that established evidentiary par tghuy
controlling the range of proof that would be allowed the Campbells in establishing their claims.

Even where the Court indicated its intent w receive genenal categories of evidence, Staie Farm

rewmined its right to object to sp items of evi when p ‘uqial.aweunis
right to contest admissibility under Ruie 403 of specific items of evidence. Se¢ Order Denying
Various Motions of Sae Farm 0 Exciude Plaimiffs’ Evidence, filed May 28. 1996
(bereinafier “Rule 404(b) Order™), at 5, 1 9. The trial record reflects that State Farm exercised
these rights on many occasions during the trial.

The Court beiieves that its rulings, particularly its Rule 404(b) Order. were sound and

stands by them and i P them by 0 the exrent not modified by later orders

and oot inconsistent with this order. [n those orders. this Cournt found the Campbells’
institutional case, involving evidence of Stme Farm's overall claims handling policics and

issues before the jury

practices, to be highly probative, indeed w0
)] of

including: (1) intent, (2} (4) agency, (5) existence
g )

torts. and (7) reprehensibility of any such wrongful patern or practice. Sec Rule 404(b) Order,

of of a wrongful paitern of practice underiying Staie Farm's

ar 2-3 § 3 (evidence Yy~ for ack of puaitive d as fi *mmst
consider this evidence under Crooksion): i at 3 1 4 (evidence “must”™ be admitted to permit

“must” be admiued 0

plaintiffs 1o prove “cach clement of fraud™); id. at 3 15 (

63

116.

119.

essence of the institutional case bas been in this case as long as this judge has been assigned to

In spite of the argumenes that State Farm made in fully ‘_" bify

(urging deferral of the instinmionsi case until Phase II), after the Campbells prevailed in Phase
I, State Farm argued that linle, if any, of the instinutional evidence that had been contemmplated
for Phase II shouid be admimed. As a result, during the several months between Phase [ and
Phase II, a large mumber of motions in limine and other requests were made to the Court
seeking pretrial resoiution of evidenniary issues concerning the scope of Phase II.  These
mazters were thoroughly and extensively briefed and argued in mumerous hearings before this
Court involving multiple motions in limipc and several hearings. Shordy before Phase I
began, the Court conducwed four days of hearings addressing, jnmer alia, State Farm's
mmmmumwmmmwnmm
Rules 404(b) and 403. The Court carefully considered and ruled on each of the numerous

pending motions in limine. All wid in this case. the Court conducted more than ten pretrial

hearings i ing evi jary issues in whole or in part, consuming more than fifieen days.

Contrary to State Farm’s awrrent asserdons, the Court did not permit the Campbells

ating their Phase [1 evid Sub ial of evid that

the Campbelly stroogly desired to present were excluded by the Court, while the use of much

permit plaintiffs 10 prove elemenrs of State Farm’s inemt relevant 1o claim of intentionat
infliction of emotional distress); jd. at 3 § 6 (evidence "directly bears on” State Farm’s defense
“that Campbell conseated 10 the trial of the undertying case” and that it “relied in good faith
on Wendell Beanen’s opinions”™); i. at 41 7 (finding that evidence ~is belpful to overcome the
dindnmge'mphmﬂ!ofﬂtevﬂﬂlxdmydbysmquddn}phkﬁﬂ:‘md

be prejudiced® by s0m of such evid id. at 4 § 8 (concluding thar, on balance, “the

panern and practice evidence is of high probative value and impormnce o plamtiffs’ claims.
and that serious prejudice to plaineiffs would result if such evidence were excinded. The court
further finds that the probative vaiue is DOt outweighed by the danger of unfair prejudice or
confusion”). As discussed above, these grounds for admission clearly fir within the “other
purposes” permutied under Rube 4044b).

Having made those rulings, the Court allowed Stae Farm to aggressively cross-cxamine

the Camp 0 present in its own defense from 3 wide array of experts
testifying 10 the absence of such policics, and otherwise 10 atterope 1o esablish the baselessness
of the Campbeils’ instinational case. For their part, the Campbells argued thar the bad-faith

handling of the Campbell file was best explained as 2 q of instimati polici
esuablished loag ago at Stue Farm (o enbarce corporate profits by pressuring and enticing

claims adjusters sy 0 dezry policyholders their i benefits, and then to seck

0 evade accountability for that profit scheme through a wide range of illegal and unfair tactics.
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The Campbells presented compelling cvidence that supported this view, as already
summarized.

The Court believes that the institutional case was fully and fairty tried. Both sides had an

ample oppornmity to present their evid 00 whether the Campbells’ instimationai expl
of what produced the injury 0 them was o be believed or not w be believed. And the Court is
confidens that the rulings it made allowing the Campbeils’ institutional evidence to come in

weTe proper.

It is worth emphasizing that, in permitting the Campbeils 10 pot on their institutional
case, the Court tightly comtrolled the range of proof that would be aliowed, liiting the
Campbells in thew case in chief tv evidence direcdy relevam w the cature of the auw
company’s claim-handling policies and practices, In support of Stare Farm's assertions that
this Court presided over a2 “boundless inquisiion im0 [its} business practices,” Stae Farm

h to the case,

Opening Memorandum at 32, and what d w a “ki sink™
Swae Fann Surreply Memorandum at 48, Stare Farm points 10 a vaniety of other evidence
ultimately invoived by the jury which coasidered broader aspecs of Stue Farm’s business

peactices.  However, Sute Farm does not properiy ledge that this w which it
now objects was admined: (a) only as reix or mp i (0 atack the
credibility of State Fum experts who purp w be ly knowiedgeable and would

Farm. 24 Tr. 66-71. He further testified that be did not know of a singie claimam who had
cver been treated unfairly by Stae Farm. 24 Tr. 63. Sate Farm elicived similar testimoay
from other regulators, who testified that, having ancaded a nomber of national meetings with
regulators from around the country and having spoken by telephone with regulators from all
over the coumry, they were unaware of any concerns over Smte Farm's practices or of even 2
single claimam who had been treaed unfairly. 24 Tr. 92; 25 Tr. 108; 30 Tr. 57.

In advance of Phase [I, the Campbeils disclosed thas they bad uncovered a large number
of cases from around the nation involving court decisions in which State Farm had been found
guilty of deceprive practices. bad faith and/or lisbility for punitive damages, as well as 2
mumber of class sctions challenging State Farm's claim-handling practices. Being fully aware
of this, State Farm sill chose to presemt testimony from Mr. Rogers and other regulators
essentially claiming thas, if theve were any concerns over State Farm’s practices. they would be
aware of them — and that they were not aware of any such concerns. Mr. Rogers, the Illinois
regulator, was confromed with two recent, highly publicized ciass actions from Ilinois
involving many thousands of peopie who claimed to have been mistreated by Stae Farm’s
claim-handling pracrices, where in State Farm had agreed to make payments to members of the

ciass. A former Texas rep was confr with appell from Texas in which

State Farm had been found liable for frand, bad faith, deceptive trade practices and/or had
beea heid liable for punitive damages. 25 Tr. [28-29, Other cases were also properiy used to
impeach and rebut the contentions of these and other witnesses,

001681
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123.

125.

126.

127.

cerninly have been aware if State Farm was engaging in such practices); or (h) as a result of
various evidentiary doors that were opened by State Farm during trial. that the Court bad

Stare Farm p ded 10 open such doors even after being

previously closed (in some i
explicitly warned by the Court during the trial that such would be the consequence); or (t)
because State Farm’s own counsel elected 10 admit the evidence; or (d) without objection by

Suare Farm when the evidence was offered.

With respect (0 the impeachment and rebuttal evidence in particular, the Court put State

would be itted in

Farm on potice prior W the start of Phase Il that this type of
whom State Farm planned to cail, and whom had

poase to the testmony of expert
of Other Cases, filed May 28, 1996,

bees previously dep Sex Order Regarding Evi

at 24. In spite of this ruling, Stae Farm chose to put on several insurance regulators whose

level of knowledge of State Farm's busi peration was y opea to

The estanoay offered by one of these wincsses, Mr. Rogers (from Sute Farm's bome
saee of Minois) is illustrative. Mr. Rogers wstified on direct examination that if Stz Farm
were iovoived in amy wromgful denial of insurance benefirs or other unfair practices, it would
“abachxely™ have come to his amenmion, but that it had not — 90 that Stace Farm must have

He d: “1 find it i 10 come to any other

conchusion.* 24 Tr. 52. He that he inely h pending court cases against

juding State Farm, and testified that be knew of no bad-faith verdicts,

pumitive damage verdicts, or class actions (except & very old California ooe) againxt State

St Farm also relied om its employees as part of its defense to the Campbells'
instimtional case. Stazz Farm’s own regional vice president (the highest ranking official at State
Farm (o testify at mial), Buck Mosklaski, gave a glowing testimonial concerning the fairness of
State Farm'’s claim-handling practices. He also testified that in his cxtire career be had learned
ofmmm«mmmumhuuwmﬁyuywm. During
discovery, he had been formaily designaied as a Ruie 30(bX6) witness 10 testify about State
Farm’s awareness. if any, of punitive damage awands, and be swore under oath (speaking on
behalf of himself and Staze Farm) that be was not aware of any panitive damage awards or bad
faith verdicts. Much as with the regulators, thiv witess was impesched with appellate
decisions from Texas affrming punitive damage and bad faith vexdicts, which involved State
Farm's conduct during the same time he was deputy regional vice president i Texas, with

Having been fairly forewarned, State Farm chose 10 presemt such witmesses, having been

alerted in advance that this evidence would be met with a ik body of impeach
and reburta) evidence from the Campbells. The record will refiect that nevertheless, the Court

resiicted the manner in which impeachment eviderce came in, and bow it was used.

[n its amack on this Court's evidentiary rulings, Stase Farm places great emphasis on a
criminal case involving 2 sex offender, State v, Doporp, 395 P.2d 484 (Uah 1997). Dopong



128.

130.

does not bear the emphasis that State Farm suggests. Doporio bas been clarified in 2
subsequent Unah Supreme Court case, State v, Pearson. 943 P.2d 1347 (Unb [997). In
Pearson, the Unb Supreme Court upheid an aggravated meoder comviction against a Rule
404(b) objection, in spite of the trial court’s admission of evid

of prior i with
the Indiama police, incloding references © a drug sale. The Count found such evidence

properly admitted as relevant to motive and inters. Further the Unb Supreme Court has

ly app an w0 Rule 404, effective Febeuary 11, 1998, reamming the law
0 its pre-Doportg stams. The Court addresses the DOPOMIO poimk o cover any possibility that
this recent change might be beid to op purely prosp
(like this one) heid before Doportg was handed down.

y, even with respect W trials

The standard for admissibility ser out in Dogorto, assuming that it fully applies to this
civil case (which seems doubtful), has exsily been met here. The Dopotio opinion indicases

that the Court should first desermine that the “other acts” evi is Lty Y. ik

“it cannot be used t0 prove a poit not really contested.” Id. at 491, Second, the evidence

must be strongly probative of 2 ial issue: “a probath

that cannot serve as a ruse for

howing that the defendant’a is such that be is likely to have commined the kind of

crnime charged.” Jd. Such findings were at the heart of this Court’s presrial rulings. For
cxample, in the Rule 404{b) Order of May 28, 1996, the Court made the following finding,

among others:

G. Ingividual Rulioes oo Evidencs Mux b Viewsy
inthe Foll Context of the Case and Not i Isolation

In one of its orders issued om May 28, 1996, just before Phase 11 of the triai, the Count
made observanions that merit repeating in comnection with this Rule 404(b) analysis:

mm]dmmsmmmmmhnpmmmhmmm
other evidemtiary Imalters can prop in isolath During the
course of this case, mmmmwhduponmdcdelhmumherof
evidentiary issues. thwbmwwmmmm:pms
to present and wreat these magters i X in limine,

bearings (i mmm)mmmm
and oral argument,

A large number of evidentiary issues have been strenucusly argued and resisted
on both sides of this controversy, with the court having ruied both for and
against each side on oumerous occasions. [n doing so, the court has spert many
days carefully considering the issues, the equities and the interests of justice and
fuimess on both sides. The court has worked very hard to exercise its best
judgment and discretion in ruling on very difficult and complex issues in
balancing the various imcrests and considerations in having this case and the
parties’ claims and defenses presented fairly and even-bandedly. In doing so.
the court has kept in mind the “big picture” in this case, bas been mindful of
past rulings on evidemiary issucs and past positions taken by the parties, so that
m:wﬁcm:mswvmnmwmmmwnhnmmm
of this matter fit within an overall approach with fai and equiry.

Accordingly, it would not be accuram or fair to view anmy evidentiary or other
discretiomary ruling of this court in isolation or in comnection with a small
number of other rulings. To accuramly assess this order or any other
evidemiary or mial reiated orders, such order should be viewed in connection
with all of the other cvidentiary or trial-reiated orders that have been issued by
this court in this case. (See Order Excluding Testimonies of lvie, Glauser and
Thornley.)
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132.

123,

134,

8.Acting upon State Farm's motion. this case was bifurcated, and plaintiffs
evidence in the first trial was substantially limired. Though the Wrongful
Pattern and Practice Evidence was relevant to plaintffs’ claims of bad faith
under Rule 402, Uah Rules of Evidence, ai State Farm's request the Court

of high probative value and imp to the plaingiffs’ claims and that serious

that the probative value is not outweighed by the danger of unfair prejudice or
confusion.

While the Court, obviously, did not have the Doporip decision (handed down after trial)
pretrial evidentiary p ings
this Court’s consideration of the Rule 404(b) issues more than met the Doporto standard. It

in mind in making these findings, as a resuit of the

was this Court’s view, which has only been holstered by witessing the evidence at trial, that

the so-called “other acts™ evidence was not only necessary, but essential, to the several

iy ly issums d above. This evidence was plainly oeither
offered nor i for a purpose p under Rule 404(b), nor as a ruse for such an
imsproper purp but was strongly and highly p of the several material issues central
to the {ution of this y previously di d. The Court finds thas its rulings and

findings in this case were wholly consistent with both the letter and the spirit of Dgporip.  This
Cowrt’s careful pretrial weighing of evidentiary issues not only mtisfied, but far exceeded,

These observations are equally applicabie (0 the rulings made during Phase I of the ial,
and to this Court’s post-rial rulings, as a general matter.

This Court is satisfied, partcularly with the added bencfit of hindsight, that its
evidentiary rulings were sound, that the case was fairly tried, and that Stase Farm’s motion for

a pew trial based on its

jary rulings _,dnnopeafmmnwidm

should be demied.
. CONCLUSION

It is not feasible for the Court w set forth all of the extensive evidence in the case which
supports the Court’s findings, conclusions and order. The record is simply too large. The
Court has attempted 10 describe the most signifs evidence in y form with only a
partial description of the mass of specific evidence.

Based on the fi i i and

the Court is satisfied that there was

substantial evidence sufficient to support a jury finding of the requisite mental state and ail

other aof a p award, as well as the amoum of punitive damages

awarded by the jury. Additionally, the Court has indep iy reviewed the punitive d
sward in light of the evidence, and concludes that the award was justified under the first six
factors of Crookston. However, based soiely upon Crookswpon’s rato factor, as sct forth

above, the Court grants State Farm’s mocion for a remittinr of the punitive damage award
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down to an amount of $25.000,000.00. In the evem that the Campbells had chosen not to
accepe the reminimr, the Court would alternarively have gramed Stare Farm's motion for 2 new
trial. )

The Courr also rejects State Farm's arguments with respect (0 the scope of the cvidence
admizted in Phase 1T for the reasons stated.

ORDER
IT IS HEREBY ORDERED, ADJUDGED AND DECREED a5 follows:

1. Staze Farm's motion for § D0.0.v. G punitive d is hereby demied.
2, Saic Farm's motion for & remistitar regarding the pumit ges is gramed.
The princip of the jud, d Angust 8, 1996, based on the punitive damages

swarded jointly 0 Curtis and Inez Campbeil, shall be amended and reduced to $2% million,
with post-judgment intcrest continuing 00 run on this amount from August 8, 1996,
3. State Farm's motion for new trial based on punitive damages is herchy denicd.

4. Staie Farmy's motion for trial based on evidentiary nilings is hereby deried.
DATED this ,2} day 1998,
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