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Decision Date: 11/07/01
Panel: Chief Judge Schroeder    Judge Browning   Judge Kleinfeld (author)

     The panel affirmed in part and vacated in part a judgment on a jury verdict
awarding $5 billion in punitive damages to a class of plaintiffs whose economic
interests were affected by the Exxon Valdez oil spill.  The panel noted at the outset
that the case was about punitive damages for harm to peoples’ pocketbooks and not
about harm to the environment, as Alaska had stipulated to a settlement with Exxon
regarding environmental harm.  The panel noted that the jury was instructed that its
damage award could not include environmental harm.

     The panel agreed with the district court that as a matter of law punitive damages
could be awarded in this case but, following recent Supreme Court law, remanded
to the district court to reduce the punitive damage award.  In doing so, the panel
rejected Exxon’s arguments that punitive damages ought to have been barred as a
matter of public policy and that the federal Clean Water Act preempted a common
law punitive damage award.  The panel also rejected Exxon’s argument that the
district court should have instructed the jury to apply a higher standard of proof --
the clear and convincing standard -- and instead upheld the district court’s
instruction to the jury to apply the preponderance of the evidence standard.  Under
that standard, the panel held that the evidence supported a jury verdict that Exxon
was liable for the reckless acts of itself and of the captain of the Exxon Valdez,
Joseph Hazelwood. 

       In vacating the amount of the $5 billion punitive damage award, the panel
applied a Supreme Court decision from last term (one that had been pending while
this decision was pending before the panel), Cooper Indus. v. Leatherman Tool,
121 S.Ct. 1683 (2001).  The panel also applied BMW of North America v. Gore, 517
U.S. 559 (1996).  The panel held that the $5 billion award was too high when
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evaluated as required by the Supreme Court.  The panel remanded for the district
court to reduce the amount of the punitive damage award by applying the factors
set forth by the Supreme Court: (1) the relative reprehensibility of Exxon’s conduct;
(2) any penalty imposed for similar misconduct; and (3) the ratio of the damage
award to the actual harm inflicted on the plaintiffs.  The panel wrote that the $5
billion award here was a more than 17 to 1 ratio to actual harm, as compared with a
4 to 1 ratio that the Supreme Court said was “close to the line” between a
“constitutionally acceptable” and “constitutionally unacceptable” jury verdict. 

     The panel affirmed the district court in the separate appeal brought by Joseph
Hazelwood, master of the Valdez, from the jury’s verdict that Hazelwood had acted
recklessly and that his recklessness caused the grounding that led to the oil spill. 
The panel held that the district court did not abuse its discretion by admitting into
evidence the results of Hazelwood's blood tests and his medical records.  
      
     In the cross-appeal brought by the plaintiff class, the panel partially reversed the
district court’s dismissal of some compensatory damage claims as barred by the rule
of  Robins Dry Dock v. Flint, 275 U.S. 303 (1927).   Applying American Dredging
Co. v. Miller, 510 U.S. 443 (1994), the panel held that Alaska’s strong interest in
regulating oil pollution and providing remedies for oil spill damage is not
preempted by federal or maritime law.   The panel remanded for the district court to
consider which members of the plaintiff class could establish allowable damages
under Alaska law and federal law.  Finally, the panel declined to reverse certain
other evidentiary and instructions determinations made by the district court.
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