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This case is on remand from the United States
Supreme Court to reconsider the punitive damage award
‘modified and approved in our earlier opinion
ggi.!g"mv m&&mam 212

.3d 872, rev. den. Oct. 26, 1989, cert. grtd., vac,
M(mnmsam&)muwmmm
high court’s decision in Pacifi Lif
Haslip_(1991) 111 S.Cx. 1032, Tofacilmm:eviewof

- this question, we ordered supplemental briefing and

heard .oral argument from the parties. = Upon

. reconsideration, we conclude the California procedures

for determining punitive damage awards pass
constitutional muster under Haslip. . We further
conclude, as we did in our prior opinion, the jury acted
appropriately in imposing a punitive damage award in
this case but the amount it awarded is excessive under
the standards established by Califomia law.

Consequently, we affimm the judgment, subject 0 &
remittitur.! ‘

L THE PROCEEDINGS THUS FAR .

The original appeal followed a jury award of $30

million in compensatory and punitive damages to
Larry Wollersheim (Wollersheim), a former member of
the Church of Scientology (Scientology). The complaint
alleged Scientology intentionally . and 'gengly
inflicted severe emotional .injury on Wi

through certain  practices, - incloding “auditing,”

¢

“*disconnect,” and “fair game.® Since the trial count

granted summary adjudication that Scientology is a
geligion and “suditing” is a religious practice, the trial
proceeded under the assumption they were. In our
original opinion we concluded there was substantial
evidence to support a finding Scientology had
committed the tort of intentional infliction of emotional
injury against Wollersheim. We also found sufficient
evidence the “anditing” and other practices in this case
were conducted in a coercive environment. Thus, none
pf them qualified as “yoluntary religious practices”
entitled to- constitutional protection under the First
Amendment religious freedom guarantees. At the same
time, we concluded both the compensatory and punitive
damages the jury awarded in this case were excessive.

. Consequently, we reduced the compensagory damages to

$500,000 and the punitive damage award to $2 million.
: The Califomia Supreme Court denied the
petitions for review unanimously. (Oct. 26, 1989.) The
United States Supreme Court, however, granted certiori
on the punitive damages issue and held this case along
with ten others (see fn. 4, fnfra) awaiting its disposition
of the lead case on the constitutionality of punitive
ific Mut, Life . v. Haslip, gupra,
i1 SCL 1032, -After deciding ﬁgL:p,the Supreme
Oourt remanded all 11 ponitive damage cases it was
holding for the lower courts to review in light of Haslip.
... Since the Haslip opinion was limited solely to the
kweoflheeonsﬁmtiomlitydpunhivedmgeawards
our reconsideration of our prior decision likewise is
confined to that issue? ‘We first review the procedures
and standards California courts apply in deciding the
appropriateness and amount of punitive damage awards
and determine whether shat process is constitutional
under Haslip. We then examine the specific punitive
damage award in this case, as reduced by this court, and
determine whether it passes constitutional muster.
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» D ES AWARDS
. JS_CONSTITUTIONAL UNDER_THE
DECISION _IN__PACIF]

MUTUAL INSURANCE CO. v. HASLTP.

: nisemmandomerCalifomiaappeuatecoms
already have ruled _this --state’s procedures for
demmmng punitive damogucomply with the “due

process” standards enunciated dn . {Liberty
Jransport, Inc. v. Ha - (1991) 229
&lApp.BdﬂTWv Las Paimas

m(ml) 235 Cal.App.3d 1220.) None of these
opinions, bowevu.hadoccaslonmeonsnderm )
question in depth. Consequently, we examine the
Haslip opinion in some detail and the Alabama punitive
damages procedures approved in that decision as
background for reviewing the punitive damage award
the jury levied on Scientology. As further background
for our review, we also have included an gppendix -
coniaining a table of appeliate «opinions iin which
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CalApp.3d 381,393-396. . - -« - o
~ : In Haglip an insurance agent was accredited by at

" least one other insurance camricr as well 28 the

onality of the punitive
damages award in Haslip, the United States Supreme
Court traced the long history and important role of
punitive damages in Anglo-American law. On the basis

of this historical review, the high court ruled, "So far as:

we have been able to determine, every state and federal
court that has considered the question has ruled that the
common-law method for assessing punitive damages
does not in itself violate due process. [Citation
omitted} In view of this consistent histary, we cannot
say that the common-law method for assessing punitive
damages is 0 inherently unfair as to deny due process
and be per se unconstitutional.” (Id. at p. 19.) :
.~ Having ruled punitive damages awards are
constitutional in concept, the Supreme Court considered
whether the specific award in the Haslip case was
constititionally acceptable: The justices set forth the
general considerations that are to guide the decision of

whether a specific award is constitutional. "[U)nlimited -

jury discretion—or unlimited judicial discretion for that
matter—in the fixing of punitive damages may invite
extreme results that onc’s  constitutional

. sengibilities.... [G)eneral concerns of reasonableness and

adequate guidance from the court when the case is tried’

bammmmmeeomtituﬁaulwculm"

(4 »tp.20) . ‘
The Supreme Court described several attributes of
the Alabama process for determining punitive damage
awards and, on thaf basis, concluded “the award here
did not lack objective criteria.... [T)n this case it does

not cross the line into the area of constittional
impropriety.® (Id. at p. 23.) The high court did not.
however.holginptimplytheAhbamapqumme
one and only system which accords due process. Nor
did it suggest any pasticular attribute of the: Alabama
process was absolutely essential to constitutionality.3/
All the Supreme Court held was that the Alabams
process achieved the constitutional requirement of
“reasonableness” and "sdequate guidance to the jury,™

The Supreme Court found several features of the
Alabama process worthy of mention. We consider each
and consider how the Supreme Court’s observations
about Alabama criteria and procedures relate 1o the
constitutionality of California’s punitive damages
process. '

A. The Adeguacy of Jury Instructions.

'l‘heSupmneComouavedthcAlahmmjwy
instructions adequately described the pwposes of
punitive damages as punishing the defendant and
deterring “the: defendant and others from doing such
wrong in the future,” rather than compensating: the
plaintiff. The instructions gave the jury “significant
discretion® in determining punitive damages, but that

~ discretion was limited to the amount needed 10 advance:

the “state policy concerns™ of “deterrence and
retribution.” Moreover, the degree of discretion allowed
“is no greater than that pursued in many familiar areas
of the law." (The- Supreme Court listed several
examples including "reasonable care,” "due diligence,”
and “appropriate compensation for pain and suffering or
mental anguish.”) (4. at pp. 1044.) o ,

~ We note in the instant case the trial court gave
the standard instructions on punitive damages which
reflect California law on the same basic subjects as the
Alabams instructions endorsed in Haslip. Indeed
California instructions given here were, -if anything,
more extensive and more precise than the Alabama
instroctions described in Haslip. Not only did these.
instructions describe the purposes of punitive damages
and distinguish them from compensatory damages, they -
also informed the jury the amount of damages awarded
should bear a reasonable relation to the injury the
plaintiff sustained and to the defendant’s financial
condition, : )

- Scientology does not claim the trial court failed

to give the instructions defining the purposes and scope
of punitive damages which the Supreme Court found
important in Haslip . Instead Scientology complains the
trial court failed to give .. uweruction appellant’s
counsel requested which it now claims was meant to
implement the corporate responsibility provision found
in Civil Code section 3294, subdivision (b). This
provision limits punitive damages against corporations
to acts an officer, director or managing agent ardered,
ratified or knew about before they happened.® .

Scientology's requested instruction, however, did
not address the “corporate responsibility® issue covered
in Civil Code section 3294, subdivision (b). The

i
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jurors they “may not award punitive damages against
ummammum«mwvea

-8

Sciemology(ﬁdnotmqnena eorpmlempmsbﬂity'
instruction, Perhaps it was because sppellant wanted
n\ejmmbﬂlinkofituudxziom'chmh'mduot
A secular eapomicn. In any event, the “corporate
wuedonwanotlelevmtbﬂwbnu
lmnedbymepwh\pumsedinmeevidau
Scientology did not base its defense on & coritention
Wollersheim's alleged injuries were inflicted by out of

.- control lower level employees. Immditspladinpmd
- evidence

emphasized the harmful acts, if any, were

constitutionally protected religious pncﬁw. . The
svidence was undisputed the “anditing,” “fair pme.
and ducanneawtimmm:emwwmaimm
were official practices of the Church of Scicaitology
;:umnlptedbthm.notmedhocabunﬁam
acts of individual employees. Thus, it is not surprising

did not bother 0 Tequest an instruction it

was only lisble in punitive ‘damages for what its °

*officers, directors, or managing agents” penomlly.
authorized or ratified. .

'+ By failing to tender a eorpomempomibmty’
mﬂm.smumhwmmcmm
hwbomclaimlnztlnlﬁalmtmmltbd'nvmible
error” when & neglected to give
(Agarwa! v. Johnson (1979) 25 Cal.3d 932, 951 {when

dnstroction oW
claims it was denicd federal "due process” uhder Hasli
becanse the trial court also failed %0 give Juch an
nstruction. ' That the court’s failure to “‘on

Daity Appeitate Report

‘ Consaqnently.

such an instruction..

against ‘corporations without ;any -proof the senior.
oapmleofﬁeiabmﬂwrizedernﬁﬁed the offensive:

conduct. ‘(Pacific Mut, Life Ins. Co. v. Haslip, guprs,
!llscutp 7041.) ‘Thus, ¥ is apparent foderal dye
process does not prohibit the imposition of punitive
damages on a corporation just because the corporation’s
leadership remains ignorant of the egregious acts of its

lesser employees or agents. 1t is California faw-nat

constitutional due -which {imits corporate
Tiability for punitive damages to acts done, suthorized,
unﬁﬁeﬂbynﬁoreupmofﬁchls. Accordingly,
the for faflling to give a “corporate

_ lecpmsibﬂity'it\mt‘aonmnewuemdemimdmdq

California law.

Scientology oﬂ‘mafmﬂmugummmehdm
to give this "corporate responsibility " instruction rises to
the level of a federal "due process” violation, This
argument likewise is without merit, It treats language
In_Haslip pointing out ‘the “jury was adequately
instructed® in that case as if the Supreme Coust had
Theld the failure to give any possibly relevant instruction
in & punitive damages case automatically violates the
federal "due process™ clause. “For reasons explained
qbovewmleitmayhavebeenptdmblefmﬂteum
cowt $o have given a “corporate Tesponsibility”
instruction in the instant case, Scientology waived dts
ﬂgllmmphmbymﬁngbreqmm&nmnon
Muwvumdaﬂapledinpmdevidmeein&um
oo ility" -was ot a significant issue.

“Jury’ was ‘adequately {nstructed.”
‘The instructions the Supréiné Court mentioned in Haslip
mﬂwﬂcAhbamemmdebmedadvisingﬁw
jmmonmep\npomofpmﬁﬁveﬂmagesmdme;

criteria they were 10 apply in fixing the amount of those
damages. 'lhemalcom:nﬂleitmmcuepve
instructions covering those ‘same topics. That is the
mostﬂ_g_ip_muw‘duemc clause require. -
after féviewing the total evidence offered.

2 Finally,
hmmmmmmmmved.wmm

even if %t “were erfor to fail 40 give a “corporale
iresponsibility” instruction that error was not prejudicial,

(Henderson v. Hamis chfeger Corp. (1974) 12 Cal3d
663, 670; Williams v.

Carl Karcher Enterprises, Inc.
_ §1986) ‘182-Cal. App34 479, 4B9; see 9 Witkiri, Cal.

3d ed. 1985) Appeal, § 352, pp. 355-356.)
There is nothing to suggest the’ gnvh\gofm
instructions ‘would have -substantially enhaneed the
dwwScnentobgywouldhveptcvaned.

mszmmmmtmnl
‘Alsbama - taw exéludes any evidence of a defendant’s
wealth cvén in punitive damages cases. Thus, “the £5ct.
ﬂpdammtbexuldedbymueﬂmﬁcdefumnt‘cqﬂ;
worth.  Alsbama plaintiffs do not enjoy a-windfall
mﬂwyhavemegoodfmmhwuoefmt ‘
wimndeeppocku. qa=ap22) - - E0D
i For good reason, Scnentoloxydounotehinm
_’ﬁ!ifa'nu punitive. “damages - -‘iolates - due
“process %ecause” it *;)ermmcd-qﬁd <mow
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% There is a slight difference between California

Alsbams in the procedure required of trial courts after
they have completed their review of a punitive damage
award.- -According to Haslip, Alabama requires trial

. jedges to state  their findings and reasoning on the

recoed, whethes they affirm, modify or reverse the
award. (111 S.Cv. at p. 1044.) California has not-had
such a requirement, although trial judges frequently do
20 on theirown. - e
5 Scientology complains the trial judge in this case
denied its lengthy new trial and INOV motions by filing
s simple minute ordes noting those motions were
{denied.” Amqgmm“ﬂgnmm

language in Hasligrto the effect Alabama trial courts

)

o

catertained. a. lengthy heasing, on the new trial and

theso awards. "A full transcript exists of the arguments
made and the evidence relevant to evaluating the

propriety and amount of punitive damages.® Thus the .-
record is complete and sufficient for this couit on’

appeal ta review the jury verdict on punitive damages
and the trial court’s disposition of Scientology*s: claim
thase damages were excessive. The fact the trial court
Wh'Mwml’mmmingoi_mh
record only means the court deviated in this one detail
from the procedure Alabama apparently follows: It
does not mean Scientology was denied a8 "meaningful
and adequate review” of the punitive damage award by
the trial court or that it was denied due process, -
. - The record produced in the trial court was
more than ample for purposes of  that court’s
consideration of the punitive damage award and for
appellate review by this court. We would have gained
little had it reflected the trial court’s reasoning. Indeed
that record was sufficient for this court to determine the
panitive damages award should be reduced. (See p. 3.
! - ) . R . - ' 1 ’ 4‘ o

The trial court here did not violate California
law by failing %0 place its reasoning on the record nor
does California law run afoul of the Constitution. by
failing to require this particular procedural step. This is
00t 10 say. it would not be a preferable practice for trial
judges 10 do sd. It is merely to conchude the failure to
make a record of the reasoning behind the trial court’s
ruling does not deny the parties of due process under

)
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‘other .appeliate cases in -which punitive awards.were

y d rather ghan set aside inthe fothiscase

. edtlier «chart * dn --Devlin v, -

+'.". B\ 1t s Both Proper and Constisational #6.Reduco
“iefher Thin Reverse the Punitive Demage Award in

?M ' FERR RN SO CN TR 1 0 - ST
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persons or entities. . To support - these -arguments,
Scientology ‘eites cases actually involving freedom of
speech or press ot fresdom:of -feligion bul which Jt
 claims “express rescrvations” about the use of punitive
»slamages which might inhibit First Amendment activity
~(l. €. (Gertz v. Robert Welch {1974) 418-U.S. 323;

%ﬂm v. Foust 1979) 442 .US. 42)
< Notably, -scveral -gpitions, .fncluding - onc cited -by
- Scioalogy, uphold punitive. damage awards in private

418US. 323; Dyn & Bradsiroct v..Qrec
- Inc. (1985) 472 U.S. 749; Curtiss Pyblishi :
13 (1967) 388 US. 130) ~ ~ Rty
o Thé first of Scientology’s argumaats ignores the
~Lact his coust found the patierns of activities which

*« gqpmhmphﬂﬁmavwﬁﬁnmw”ﬂ?
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b 53120C8LAPR3E 8t pp.B91-899) or were found a0t oBE
o . ot
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protected because forced on pasticiuints













