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DECLARATI ON OF AMY G ROD ZUNI GA

EDUCATION

I, Any Grod Zuniga, declare as foll ows.

CONVENTIONS

1. | aman adult over the age of 18 and amnot a party to this
action. | have personal know edge of all of the foll ow ng, and
if called as a witness | could and woul d testify conpetently to
the truth thereof.

FOUNDATIONS

PRACTICE GROUPS

PUBLIC EDUCATION

2. | ama forner enployee of State Farm Fire and Casualty Co.
LEGISLATION and State Farm Miutual Autonobile Insurance Co. (collectively,
"State Farnml' or "the Conpany"). | was enployed there from 1988

IN THE COURTS t hrough mid-1996, and in fact separated during the pendency of

the Taylor litigation. Since August of 1994, | worked first in

t he Autonpbil e Conmpany's so-called "SAC' unit ("Suits Against the
Company" unit) and then in the Fire Conpany's SAC unit. Later
these units were renanmed, "Litigation Units." My npbst recent job
title before separation fromthe Conpany was Clai ns Specialist.

PUBLICATIONS

DISCUSSION FORUMS

Copyright My responsibilities included evaluating bad faith suits brought
agai nst the Conpany by insureds, responding to discovery and
nonitoring litigation. | did so in connection with the Tayl or
[itigation.

Termsand conditions 3, |n this capacity, | amaware that there were many other State

of use. Farm clainms arising out of the Northridge earthquake |ike the

Tayl ors' invol ving unauthorized signatures by State Farm agents
or agency enpl oyees on applications onitting earthquake coverage.
At the tinme of the Taylor claim the Conpany was well aware that
this was a problem As a matter of practice, the Conpany woul d
pay these clainms, if it believed that the forgery issue would be
brought to light and proven by the insured. Because of the
forgery issue in the Taylor case, if the case was not disni ssed
on summary judgenent, it was ny inpression that the claimwas
going to be reconsidered. However, we were waiting to see if we
coul d save nmoney on the Tayl or claimby having summary judgenent
granted, and as part of that plan | was instructed not to provide
certain relevant information at nmy depositions.

4. Specifically, my supervisor in the SAC unit, Vanessa Cudel |,
and her supervisor, John Poptanich, put pressure on ne to

wi t hhol d the existence of documents nenorializing certain State
Farm cl ai mrs handl i ng guidelines fromplaintiffs' counsel Bernie
Ber nhei m at ny deposition, which they believed, if reveal ed,
woul d defeat sunmary judgenment and ultimately |lead to paynent of
the Taylors' claim They pressured me into not revealing the
exi stence of clainms handling docunents which established

gui del i nes under which clainms |like the Taylors were to be

handl ed. These included a three ring binder called "CATHR
Managenent | nformation and Menops Manual " used and maintai ned by
Cl ai m Superi ntendent Tinga N chol son who was the Claim
Superintendent that denied the Taylors' claim It was responsive
to the Taylors' discovery request and we sinply chose not to
produce it. Simlarly, Ms. Nicholson had prepared a breakdown
of earthquake clains in her unit (the SHU unit - see bel ow) by
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category of claim and one of the categories was "unauthorized
signatures." This docunent showed the percentage of tota

eart hquake cl ai ns which invol ved unaut hori zed signatures. This
document, too, was never produced.

5. The Taylors' claimwas denied by personnel working in the
so-cal l ed "Special Handling Unit." In addition to the clains
handl i ng documents nenti oned above, we never produced to M.

Ber nhei m a document menorializing a SHU neeting at which the
subj ect of unauthorized signatures on applications omitting

eart hquake insurance was di scussed. This document has a headi ng
as foll ows:

"Probl em ar eas

- Tel ephone apps [applications] - EQ [earthquake] has to be in
Und. [Underwriting] was supposed to catch 'not signed

- in some cases the agent or staff signed it."

6. In the SAC unit, we knew that Rod Taylor's signature on the
application was clearly not his signature.

| declare under penalty of perjury under the | aws of the State of
California that the foregoing is true and correct. Executed this
19t h day of Septenber, 1996 at QG ai, California.

Amy G rod Zuniga

Ber ni e Bernheim (SB #144319)

Ki ck & Bernheim

201 N. Figueroa Street, Suite 700
Los Angeles, California 90012
(213)975- 1588

Lawers for Plaintiffs
Roderick Taylor and Krista Tayl or

SUPERI OR COURT FOR THE STATE OF CALI FORNI A
I N AND FOR THE COUNTY OF LOS ANGELES
RCODERI CK TAYLOR, an individual; and

KRI STA TAYLOR, an i ndividua
Plaintiffs,

CASE NO. : BC 119992

(Case assigned to
Charl es McCoy for

DECLARATI ON OF AN
ZUNI GA | N SUPPORT
PLAI NTI FFS' MOTI C
RECONSI DERATI ON A
MOTI ON FOR NEW TR

VS.

STATE FARM FI RE AND CASUALTY
COVPANY, et al.

Def endant s. DATE: Novenber 5
TI MVE: 8: 30 AM
DEPT.: 24
DI SCOVER CUTOFF:
MOTI ON CUTOFF: N

TRI AL DATE: Dec.

AND RELATED CROSS- ACTI ONS
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DECLARATI ON OF AMY G ROD ZUNI GA
L Anmy G rod Zuniga, declare as foll ows:

1. | aman adult over the age of 18 and amnot a party to this
action. | have personal know edge of all of the foll ow ng, and
if called as a witness | could and woul d testify conpetently to
the truth thereof.

2. | ama former enployee of State FarmFire and Casualty Co.
and State Farm Mut ual Aut onobi | e I nsurance Co. (collectively,
"State Farnml' or the "Conpany"). | was enployed there from 1988

t hrough mid- 1996, and in fact separated during the pendency of
the Taylor litigation. Since August of 1994, | worked first in

t he Autonpbil e Conmpany's so-called "SAC' unit ("Suits Against the
Company" unit) and then in the Fire Conpany's SAC unit. Later
these units were renanmed, "Litigation Units." My npbst recent job
title before separation fromthe Conmpany was Clai ns Specialist.
My responsibilities included evaluating bad faith suits brought
agai nst the Conpany by insureds, responding to discovery and
nonitoring litigation. | did so in connection with the Tayl or
[itigation.

3. M. John Poptanich, Divisional Claim Superintendent, was
head of ny Litigation Unit in part of 1995 and 1996. M chael Coy
Kendal |, Divisional C aim Superintendent, was his predecessor.
There was also a Costa Mesa Litigation Unit. |Its personnel

i ncluded Ral ph Carlino, Dana Dillabough, Di ane Andrikos, Dave
Capirillo. There was also a General ClaimLitigation Unit headed
by Jim Stark. Its nenbers included Mary Ann Ri dgeway, who
observed me in the first session of my deposition and Mary
Bowman.

4. | have reviewed many of the papers and declarations which
State Farm subnitted in support of its sunmary judgenment notion
and opposition to plaintiffs' motion for | eave to amend.

5. Wiile |I was working on the Taylor case at the State Farm SAC
unit, M. Richard Churik, the operator of the Automatic
Insertion Machine ("AIM') and others at State Farm made
statements to me which are inconsistent with nuch of what is
contained in State Farm s papers and decl arati ons.

6. | made a nunber of inspections of the AIMsystemwith its
operator Richard Churik, with underwriting superintendent Charles
G "denn" Hook, with attorney G Arthur Meneses of the | aw
firmof Berger, Kahn, et al, and with a consultant naned Don
Wnslow. M. Wnslow was making a film about the AIMfor use in
the Tayl or case, and was advising us in how we could present the
AlIMto a jury in such a way as to maxinmze its strengths and

gl oss over or hide its weaknesses.

7. M. Churik verbally explained the workings of the automatic
insertion machine to M. Meneses, M. Wnslow and ne. M.
Churi k explained that after the machi ne has stopped due to a
failure to pick up a stuffer, the operator can override and
restart even if the operator has not manually corrected the
problem M. Wnslow and | discussed the fact that if an
operator becane frustrated with the repeated failure of one of
the bins to function correctly, he could sinply ignore the

probl em and allow incorrectly stuffed envel opes to be nmail ed out.
M. Wnslow and | agreed that in reality the nachine was only as
good as the operators working it, and that this was a problem we
woul d have to address in making the film | worked on "cl eaning
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up" the mail roomcrew for the film

8. M. Wnslow and | observed the machi ne for an extended
period of tine on several occasions. W observed the nachine

st oppi ng nunerous tines due to some mal function. |In fact, |
woul d go so far as to say that | observed this occurring
regul arly.

9. Near the machine, M. Wnslow and | observed a square
receptacle resenmbling a square bucket in which were a bunch of
crunpl ed up mailer-type documents. They were covered in

spl otches of red ink, for sone reason. | asked M. Wnslowif
this bucket of crunpled up insurance documents concerned him at
al, and he replied, in substance, "W won't take a picture of

t hat."

10. Posted on one of the walls is a large sign, stating in
substance: "DO NOT LEAVE PREM UM NOTI CES ON THE FLOOR. " |
understood this to be evidence that someone had been |eaving

i mportant insurance docunments |lying around on the floor of the
room housing the AIM system | discussed this matter with M.

W nsl ow because it concerned me. He responded that we take only
cl ose-up shots of the nmachine operating so that the sign would
not appear in the film

11. | amnyself a State Farm homeowners policyholder. | told
M. Meneses that |, personally, had received not once, but on
two separate occasions, renewal certificates bel onging to another
pol i cyhol der whi ch had sonehow been inadvertently stuffed into
envel opes with my own renewal certificates. This caused ne
concern. M. Meneses did not respond.

12. A State Farmunit called "Adm ni strative Services" has a

manual for operation of the AIMcalled a "service text, ." which
contains a section or sections pertaining to the AlM system
dated July 1993. It was responsive to the Taylors' request for

production. M. Meneses and | discussed whether to produce it
to plaintiffs' counsel Bernie Bernheim W decided not to
identify it or produce it. M. Churik had informed us that he
had not been in conpliance with procedures in the "service text"
pertaining to mai ntenance of the "control sheets." The "contro
sheets" were daily docunentation pertaining to the particul ar
runs made by the AIMsystem |f there was nore than one contro
sheet for a particular day, that would show that a "re-run" had
to be performed, indicating that there was a nistake in the
original run. M. Churik told me that the failure to maintain
the control sheets as set forth in the service text was a

m stake. | was concerned that if this mstake got out, it would
undermine the credibility of the AIMsystem M. Meneses voiced
the same concern to ne. W decided not to identify or produce
the service text, and instead to keep its existence from
plaintiffs' counsel

13. | noted that in his declaration, State Farm underwriting
superintendent Charles "d enn" Hook relied on State Farm PDQ
computer screen printouts for his testinony that offers and
notifications were mailed to the mailing address on the policy.
These PDQ screens require special training to read and interpret.
Based on my training in interpreting these PDQ screens, and on ny
review of the exhibits filed in support and opposition the notion
for summary judgement, it is clear to me that the PDQ screen
printouts for the early 1990s on which M. Hook relied were
materially inaccurate.
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14. In ny review of the exhibits, | saw that none of the

decl arati ons pages for the Stoneridge policy contained a warning
that there was no earthquake coverage, other than one created
during litigation by M. Hook for the 1993-1994 policy period.
This is contradictory to statenents M. Hook made to me prior to
nmy separation fromthe Conpany. M. Hook told ne that a
honmeowner s decl arati on page for a policy where there is no

eart hquake coverage i s supposed to have a warning under the
Company' s busi ness practices.

15. | was repeatedly told by my supervisor Claim Superintendent
Vanessa Cudelj never to use the word "forgery" in connection with
the forgeries of the signatures of State Farminsureds by State
Farm agents and agency enpl oyees. She told ne to always use the
term "unaut hori zed signature" instead, whenever discussing this
subject. | and sonme of the other SAC unit personnel referred to
the word "forgery" as the "F-word."

16. John Bishop is one of the Conpany's senior executives at the
corporate headquarters in Bloomngton, Illinois. Hs title is
Senior Claim Consultant. During 1996, he regularly participated
in telephone conference calls pertaining to the Taylors. Sandra
Hobbs is a long-time enployee of State Farm agent Harry GCel par.
During Ms. Hobbs' deposition, | had a very lengthy cellul ar
phone conference call with M. Bishop. Also participating in
the call was ny supervisor Vanessa Gudelj, and her supervisor
John Poptanich. No outside attorneys participated in this call
and in fact M. Meneses |later expressed to nme the sentinent that
he was concerned that he had not been invited.

17. During this call, M. Bishop stated that State Farm

wi t nesses should not admit that forgeries happen, unless and
until they are conmpelled to do so by Court order. M. Bishop
asked us whether we think that the Conpany will ultimately have
to adnmit that this happens. M. Bishop went on to state that we
have to decide howto tell our story should the Conpany be
compelled to adnmit that it has know edge of the "unauthorized
signatures." He said we should try to make this practice | ook
like a "service."

18. There is an insurance conpany call ed American Home which
provides errors and oni ssions coverage for State Farm s agents.
There are certain circumstances in which a |law suit naming a
State Farm agent is tendered to Anerican Hone for a defense and

i ndemmi fication. At one point, | questioned whether the Taylors
suit nam ng M. Celpar should be tendered to Anerican Home. |
was told that there was no point to doing so, because Anerican
Honme woul d not accept the tender in State Farm agent forgery
cases. | was told that the reason for this was that American
Hone took the position that State Farm had anple notice of
conduct of this type by its agents, and that State Farm had taken
no meani ngful steps to correct the problem Therefore, American
Hone's position was that State Farm had ratified and authorized
the agents' conduct, so that State Farm was responsible for
claims arising out of this type of conduct. American Hone took
the position that State Farm not American Hone, should therefore
be responsi ble for paying these kinds of clains.

19. | was aware of the existence of a nunmber of documents
pertaining to the Conpany's practices and procedures regarding
signatures and the taking of applications by agents which were
never produced to plaintiffs in the Taylor case. There is a
series of documents called "conmuni ques" which are sent by the
Company to agents. These are produced by the Education and
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Training Departnment. There was an entire "conmuni que bi nder"

whi ch was mai ntained by Ms. Marci Chairenza of the Education and
Trai ning Departnent. Before Ms. Chairenza, it was maintained by
Ms. Lenore Hatzenbiler, who now works in public affairs. This
bi nder contains an index. Anong the comruni ques which may be

rel evant to the Tayl or case but which have never been produced
are "Signatures on New Applications - Personal & Commercial,"
92-45-F, d. August 25, 1992; "Earthquake O fer Update," 91-14-F,
d. March 19, 1991; and "Earthquake O fer," 92-60-F, d. Decenber
17, 1992. | have heard that there are other policy and procedure
documents sent to agents by the Conpany called "green sheets."

20. In discovery, the Taylors requested that the Company produce
its clainms manuals. The Conpany calls its claim mnual s,
"Operations Guides." The Operations Guides produced to the
Taylors were not a conplete set of the Operations Guides, nor
even a conplete set of the Operations Guides pertaining to the
handl i ng of earthquake clains. Rather, plaintiffs were given a
carefully created packet fromwhich material had been renoved.
The material renmoved included the index. The tactic behind
producing this "created packet" of Operations Guides was to give
plaintiffs something containing no damagi ng i nformation, but

whi ch was vol um nous enough to distract their attorneys.

21. David Tannenbaumis a Conpany enpl oyee who works in a unit
fornmerly called "the Discovery Unit," whose task is to |ocate and
produce docunents and other information in response to discovery
requests. This unit is located in Bloom ngton and is headed by
Ms. Chris Lynch.

22. | was inforned by David Tannenbaum that identical, screened
packets of Operations Cuides were to be produced in al

eart hquake cases in response to discovery requests which asked in
substance for "all policies and procedures regardi ng earthquake
clai ms handling," regardl ess of the specifics of the particular
facts of the case, and that is what | did. |In fact, | do not
recall any earthquake case in which | produced anything in the
way of policies and procedures other than the created packet
descri bed above. Not producing the index, for example, would
greatly limt the ability of plaintiffs to request other rel evant
operati ons gui des.

23. Prior to ny deposition, | was specifically instructed by ny
supervi sor, Vanessa Gudelj, not under any circunstances to "give
up" the nane of David Tannenbaumto plaintiffs' counsel Bernie
Bernheim nor to reveal M. Tannenbaumis role. | received the
same instructions with regard to M. Tannenbaunl s col | eague, M.
Ti m Crout hanel, who al so worked at the corporate headquarters in
Bl oomi ngton, Illinois.

24. | produced | engthy nmenmoranda anal yzi ng the di scovery
requests nmade by the Taylors through their counsel, Bernie
Bernheim | forwarded these nenoranda to the Discovery Unit.

25. In discovery responses, the Taylors asked State Farmto
identify the dates on which AIMsystemruns had to be repeated
due to errors. State Farminformed the Taylors that there is no
such docunentation kept. This is not entirely accurate, in that
there are records kept of the postage which is placed on the
envel opes. An unusually high amount of postage for a particul ar
date would indicate that an AIMrun had to be repeated. |

di scussed this with M. G  Arthur Meneses of Berger, Kahn, et
al, and he disnissed it.
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26. The Taylors brought a Colonial Life discovery nmotion, which
was never heard due to the granting of State Farm's sumary
judgenent notion and the denial of plaintiffs' nmotion for |eave
to file a third amended conplaint. This notion sought anong

ot her docunments, all Special Handling Unit clains files arising
out of the Northridge earthquake, and all clainms files handl ed by
Ti nga Nichol son, Dal e Henderson, and Toni Hotzel arising out of
the Northridge earthquake.

27. There were about 2000 SHU files. They were inventoried on a
PC by clains superintendent Tinga N cholson. M understanding is
that these were primarily kept at the Lindero office. Sone may
have been sent to "the pit," which is a clains file storage
facility in Newbury Park. |In Shekhter v. State Farm a Los
Angel es superior court case, | participated in a team which had
to review hundreds of clains files for production pursuant to a
Col oni al Life notion and court order.

28. The Company has a conmputer programon its systemcalled
"Search Express" for |ocating docunents. Search terns can be
inputted to generate lists of responsive docunents, in a fashion
simlar to the Internet.

29. At the second session of nmy deposition, the subject of ny
separation from State Farm canme up. | took a break with G

Art hur Meneses of Berger, Kahn, et al., whomthe Conpany had
appointed to represent me in the second session of nmy deposition.
During the break, | told M. Meneses that | felt he had a
conflict of interest in representing both nme personally and ny

former enployer at this deposition. | told himthat | intended
to fire himas a result. He called ny former supervisor, Vanessa
Gudel j, and had a | engthy tel ephone conversation with her. After

his conversation, he returned with a witten script which M.
Gudel j had prepared for me to use in answering deposition
guestions. M. Meneses was apologetic in communicating this to

me. | did not feel it was appropriate for me to respond to
deposition questions with "answers" menorized froma witten
script. Mreover, what was in the script was not the truth. W

returned to the deposition room and | had resolved to testify to
the truth. When the deposition resuned, M. Bernheim asked if
felt unconfortabl e discussing the subject of ny separation from
State Farm | said that | did, and he noved to another topic.

30. Gving ne this witten script to follow at my deposition was
typical of the practices and procedures | observed at the Conpany
in connection with the preparation of Company w tnesses for
deposition. As part of ny duties at the SAC unit, | participated
in the preparation of many wi tnesses for deposition.

31. The Company routinely retained professional wtness
consultants to prepare State Farm enpl oyees for giving testinony
at deposition and at trial. Over the years, these consultants
have M. Steve Herzberg and M. Don Wnslow Typically, such
consul tants woul d spend nmany hours training witnesses on how to
give up as little information as possible at deposition.
Wtnesses were trained to answer questions as literally as
possible. An exanple that was commonly used in training

Wi t nesses was the question, "Where is your car parked right now?"
During preparation, the witness would initially offer an answer
like, "In the parking lot downstairs." The witness would then be
told, in substance, that this was an incorrect answer because the
Wi t ness was assuming that the car had not been stolen, or towed
away, or otherw se noved since the tine the witness had | ast seen
his or her car. The witness would be told that the only correct

8/6/99 1:29 PM



Amy Zuniga's State Farm Declaration http://ww.atlanet.org/homepage/stfrmd.ht

answer to this question was, therefore, "I do not know " O her
tactics that were provided to the witness for use in deposition
i ncluded not | ooking directly at the exam ner, since eye contact
woul d tend to facilitate meani ngful conmunication and the giving
of information. Wtnesses were taught not to answer a question
with a "yes" or "no," to minimze the |ikelihood of giving a
truly responsive answer. A yes or no does not give "w ggle roont
to change the answer at a later tine. Wtnesses were taught to
pretend not to understand the initial deposition adnonition, to
throw of f the insureds' attorney. The entire point of this
training was to make it as difficult as possible for the

i nsureds' attorney to learn any nmeani ngful information about the
Company, its practices or the insureds' claim

32. At trial, the Company's witness tactics are different.
Consultants |ike M. Herzberg and M. Wnslow trained the
Company's witnesses to act conmpletely differently for the jury
trial than at deposition. Wtnesses were trained to appear

hel pful and polite, and to drop the evasive tactics used to keep
i nformation from being disclosed at deposition.

33. Don W nslow prepared underwriting superintendent Charles G
"d enn" Hook for his deposition taken by plaintiffs' counsel
Bernie Bernheimin the Taylor case. | referred to M. W nslow
as a "spin doctor," because he was talented at helping us nold a
Wi tness' story on a particular topic so that it would becone the
story we wanted to tell. In M. Hooks' case, the story we
wanted to tell was about the supposed infallibility of the
Company's system for conmplying with statutory earthquake offers
and notifications. As was sonetines the case in the Conmpany's
Wi t ness preparation sessions which | participated in, many people
attended the Hook session and added their input into how the

wi tness was going to tell the story. The Hook deposition prep
was attended at various times by, anmong others: Costa Mesa SAC
unit clainms superintendent Di ane Andrikos, Melody Caplan, AM
operator Richard Churik, John Poptanich, nyself, and spin doctor
Don W nsl ow.

| declare under penalty of perjury under the | aws of the State of
California that the foregoing is true and correct. Executed this
25th day of Septenmber, 1996 at G ai, California.

Amy G rod Zuniga

Ber ni e Bernheim (SB #144319)

Ki ck & Bernheim

201 N. Figueroa Street, Suite 700
Los Angeles, California 90012
(213)975- 1588

Lawers for Plaintiffs
Roderick Taylor and Krista Tayl or

SUPERI OR COURT FOR THE STATE OF CALI FORNI A

N AND FOR THE COUNTY OF LOS ANGELES
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AND RELATED CROSS- ACTI ONS TRI AL DATE: Dec.

RODERI CK TAYLOR, an individual; and ) CASE NO. : BC 119992
KRI STA TAYLOR, an i ndividual )
Plaintiffs, ) (Case assigned to
) Charl es McCoy for
)
VS. ) DECLARATI ON OF AN
) ZUNI GA | N SUPPORT
) PLAI NTI FFS' MOTI C
) RECONSI DERATI ON
STATE FARM FI RE AND CASUALTY )
COVPANY, et al ., )
Def endant s. ) DATE: , 1996
) TIME: 8:30 AM
) DEPT.: 24
)
)
)

DECLARATI ON OF AMY ZUNI GA
I, Amy Grod Zuniga, declare and state as foll ows:

1. | amover the age of 18 and not a party to this action. |
make this declaration in opposition to the Mtion for Summary
Judgnent and coul d and woul d conpetently testify to the facts set
forth herein if called as a witness.

2. | ama forner enployee of State Farm Fire & Casualty Conpany
and State Farm Miutual Autonobile |Insurance Conpany (collectively,
"State Farnml' or "the Conpany"). | was enployed there from 1988

t hrough mid-1996. Since August of 1994, | worked first in the
aut omobi | e conpany's so-called "SAC' unit. These units were
|ater renaned "litigation units." My responsibilities included
eval uating bad faith suits brought against the conmpany by

i nsureds, responding to discovery, nonitoring litigation,
interviewing witnesses, assisting in the preparation of w tnesses
for deposition, review ng pleadings, responding to inquiries as
to how State Farm s policies were to interpreted as well as
responding to general questions which were raised regarding State
Farm s response to a particular situation. Prior to ny
assignment to the SAC unit, | worked as a clainms specialist and
claims representative in autonobile related clains.

3. As aresult of my work with State Farm | becanme fanmliar with
the procedures and practices of State Farm the conpany policies
and approaches of State Farmto particular types of litigation
including litigation arising out of autonobile accidents which

i nvolved bodily injury. | also becanme familiar with the nethods
of training and materials provided to clains representatives by
State Farm Finally, as a result of reviewing literally

t housands of State Farmfiles and of my know edge of the
procedures at State Farm | have know edge and under st andi ng of
what docunents and materials are to be included in State Farm
files.

THE CLAIMS FI LE AND ATTORNEY' S FI LE

4. 1 have reviewed the docunents bates stanped LSSF 0001 through
0909. The first page of said documents is a cover letter fron
attorney representing State Farm (Syna N. Dennis at Atkins &
Evans) which states that the enclosure constitutes the "clainms
file" in connection with both the accident of Novenber, 1993 a
the acci dent of February, 1995.
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5. Her statenent was false. The nmaterials provided were
i nconplete. Portions of what was expected to be included in t
claims file were not produced and in the docunents produced th
was reference to docunents in the claimfile which were not
included. No list of any itens that were privil eged was
provided. (I am advised that State Farm contends nothing was
wi t hhel d.) The response to the Request for Production seeking
claimfiles specified that the claimfile would be produced.
This response was fal se.

6. | have al so reviewed the deposition of Chris Arnold, clains
superintendent, which was taken in this matter. That transcr
reveals that M. Arnold acknow edged that the entire clains f
had not been provi ded and that counsel for State Farm agreed t
obtain and provide the remai nder of the clains file.

7. | have been provided with docunents that have been bates
st anped LSSFS 0001-392 which were purportedly produced as the
remai nder of the claimfile on or about Cctober 28, 1996.

| have al so been provided with a copy of the "attorney's
file" produced by State Farm bates stanped KF 1-517.

9. Having reviewed the docunments bates stamed LSSF, those bates
st anped LSSFS and those bates stamped KF 1-517, based upon ny
know edge of the practices and procedures of State Farmthe
following itens were not produced and have never been identifi
by State Farm as being part of the claims file or attorney's
file. These items were clearly called for by the first Reques
for Production of Docunments submitted by the plaintiff in this
matter.

a. Akey letter (1/31/95) to M. Rowell (LS1050) fromthe
Representative was not in the clainms file, nor
in the attorney's file (although a draft from Barthol nme
of fice was included).

b. Even assunming these clains were classified as a "l ow
i mpact"/ "1 ow damager" claims, there should have been
evaluations in the file. There were none.

c. The "coverage card" on the first | oss which was include
created until July, 1995 (it should have been created a
the file was transferred to the bodily unit in January
The progress reports show that M. Arnold repeatedly ch
box stating "reserves adequate" which he could not have
unl ess a coverage card was opened earlier. This earlier
not been produced.

d. The followi ng records are not included in either the cl
or the attorneys file.

i The All state I nsurance Conpany records, produced o
1995 (194 pages).

ii. The Leon H Brooks records, produced on COctober 18
(108 pages).

iii. The records of Bi-Coastal Payroll Services, produc
Sept ember 28, 1995.

iv. The records of Dr. Howard Aaron Aronow produced on
4, 1995 (20 pages).
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V. The records of Transanerica |Insurance G oup produc
1995 (505 pages).

10. These docunents should have been included in one or both
files. The docunmentation regarding clainms handling does not
appear conplete, and entries in the attorney's bills reflecting
conversations with claims people are not reflected in the clains
file.

11. Additionally, after agreeing to a Stipulation and Order Re:
Confidentiality which was provided to me by plaintiff's counsel,
| reviewed the docunents which have been bates stanped SFCM
0001-0094. According to the Stipulation and Protective Order
these are all portions of the clainms manual and/or clainms
handl i ng procedures docunments which are responsive to the Request
for Production of Docunents submitted by the plaintiff, Request
No. 1, ItemNo. 2. State Farmdid not identify any portion
that was not produced (as required by the stipulation).

12. Based on ny own personal know edge, State Farnmli s response to
the Request for Production is false and materially inconplete.

13. State Farm maintains extrenely detailed "Clains Procedures
Gui des" conprised of thousands of pages dealing specifically with
i ndi vi dual coverages under autonobile policies and clains
handl i ng procedures with respect to each claim State Farm al so
mai ntains a smaller docunment called the "Auto Clai ns Manual "

whi ch, in nost cases, is nmore general in approach

14. Although both these docunents were requested, State Farm has
only produced two portions of the "Auto Clains Manual " and has
nei t her produced nor identified other portions of the "Auto

Cl ai ms Manual " which are applicable to Ms. Stoliar's clains.
In particular, the uninsured/underinsured notorists section of
the Auto Cl ai s Manual has not been produced. Additionally, the
m scel | aneous section of the Auto Clains Manual referred to in
the bodily injury section dealing with "first call" settlenments
(which was apparently attenpted with respect to the February,
1995 accident by Ann Spratt) was not produced. State Farm has
not produced nor identified any portion of the Cl ainms Procedures
Gui de which is applicable to Ms. Stoliar's clains.

HI DI NG OTHER DOCUMENTS

15. Further, in connection with ny retention as an expert
witness in this case, | have reviewed the deposition transcript
of Chris Arnold and have determnmined that said w tness
m srepresented, either intentionally or inadvertently, the

exi stence of certain documents. Specifically, | am aware that
State Farm generates and maintains lists of law firns that were
generally used for outside counsel. M. Arnold denied the

exi stence of such a list. There are two such lists, an accepted
group of attorneys for first party clains and an accepted group
of attorneys for third party clains. Clains representatives have
to be certified in witing that clains representatives have been
certified as reviewing the Uniform Clains Practices Act and
regul ati ons promul gated thereunder. State Farm keeps these
records and M. Arnold as a superintendent, knows this.

16. Further, Additionally, M. Arnold did not identify any

Sui ts Agai nst Conpany State Farmrepresentatives as being present
when he was prepared for his testinony. According to wel
established policy, a representative of the SAC unit nust be
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present when he is prepared for testinony.

17. Based upon ny review of the portions of the clains files I
have reviewed (LSSF 1-909, LSSFS 1-302, and the depositions of
certain of the Clainms Representatives, | have concluded as

foll ows:

a. Per a State Farm policy adopted in approximately 1993 i
region, no offer was to be made on the Novenber, 1993
it was apparently classified as a "m nor-inmpact" or "lo

b. This categorization was unreasonable since State Farmk
there was al nost $3,000.00 in property damage fromthis
continued use of the curb side eye ball estimate as the
Stoliar's was al so unreasonabl e because State Farm knew
vehi cl e had sustained in excess of $1,000.00 in propert

c. Even the use of the actual repair and anobunt of propert
to the insured' s vehicle alone as a basis for
determ ni ng whether a case was a "mnor inpact" or "low
was unreasonable since in my experience
as a clains representative the amunt of total danmage s
and repairs perfornmed on both vehicles is a
much more reliable indicator of the severity of the col

THE COMPANY " LOW DAMAGER' POLI CY

18. By conpany policy "mnor inpact"/"low damager" clains were
not to be settled. Instead they were to be "fully litigated" and
every effort was to be made to nake it financially unfeasible for
the insured to obtain any benefits regardl ess of whether
liability was clear or not. The conpany policy was to "fully
litigate" such clains by:

i retaining "outside" counsel rather than attenmpt to
t he cl ai ns;

ii. instructing outside counsel comence formal discov

iii. retaining bionechanical experts and accident recon
damager" cases;

iv. instructing outside counsel subpoena records inste
aut hori zations to obtain nedical and enpl oynent re

V. taki ng depositions of the claimnt/insured, even a
voluntarily given a recorded statenent; and

vi. forcing the insured/claimnt to undergo so-called
doctors the conpany was confident would give repor
cl ai mant/i nsured.

19. | was told of this policy when | was a bodily injury

negoti ator by Superintendent Elizabeth Haines in approxi mtely
1993. Haines instructed ne to i mediately inplenent this policy
and instructed others to do so as well in my presence. M.

Hai nes instructed me to "broadcast" this unwillingness to settle
and desire to litigate "l ow damager" clains to all plaintiffs
attorneys offices | dealt with. M. Haines told me this policy
was being inplenented on a regi onwi de basi s.

20. During this conversation and others Ms. Haines and Angelo

Mazza (Divisional C aim Manager, now two | evels above M. Arnold
in the chain of command) conmunicated the "l ow damager" policy to
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me and others in my presence.

21. The stated goal and purpose of the "l ow damager" policy was
to nmake it unprofitable, too expensive and costly, for
plaintiff's attorneys to handle "l ow damager" cases, even those
in which liability was clear. As explained to ne, the results of
the policy were intended to be a short-termincrease in |egal
fees for the conpany but a significant |ong term decrease in
benefits paynents once the plaintiffs bar becane aware that
handl i ng "l ow damager" cases woul d be too costly and
unprofitable. From both personal experience and fromwhat | have
been told at State Farm this policy was extrenely effective.
VWhen | left the conply in August of 1996 the "l ow damager" policy
was still in effect.

THE HANDLI NG OF THE STOLI AR CLAI M5

22. | have been provided and have reviewed the foll ow ng
materials at the request of M. Rowell
a. | have been provided with copies of the portions of the
claims file transmitted to M. Rowell on August 30, 1996
stanped LSSF 1-909. | have al so been provided with copies

portions of the claims file transnmitted to M. Rowell with
letter of enclosed dated Cctober 23, 1996 from Robert P. A
of the law firm of Ropers, Majeski, Kahn and Bently, bates
st anped LSSFS1-382

b. I have reviewed the records of Anerican Data Med copied fro
Transanerica I nsurance Group at the request of State Farm
conmpri sing 505 pages which bear a declaration indicating th
cust odi an of records produced said records on October 25, 1
Aneri can Data Med.

c. | have reviewed the records of Howard Aaron Aronow obt ai ned
by Anerican Data Med on or about October 4, 1995 according
Anerican Data Med decl aration submtted therew th.

d. | have reviewed the records of Dr. Lee Sadja obtained by
American Data Med pursuant to declaration on October 4, 199

e. | have reviewed the records of Charles Wexler obtained fron
of fice by American Data Med pursuant to subpena per declara
June 2, 1995.

f. | have reviewed the records of Bi-Coastal Payroll Services
obtai ned fromthe custodian of records at Bi-Coastal Payrol
Services pursuant to a declaration on Septenber 28, 1995.

g. | have reviewed the records of Dr. Leon Brooks obtained fr
his offices by Anerican Data Med pursuant to declaration on
Oct ober 18, 1995.

h. | have reviewed the records of Allstate Insurance Conpany
obt ai ned by American Data Med fromthe Wodland Hills offic
pursuant to declaration on May 30, 1995.

i. | have reviewed the records of Physical Medicine and
Rehabilitation from Gerald B. Rosenberg, M D. obtained by
Anerican Data Med on or about October 23, 1996.

j. | have reviewed the deposition of Richard A. Lonie
taken in this matter on Septenmber 20, 1996.
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| have reviewed the deposition of Seyed Roghani taken on
Septenber 17, 1996 in this matter.

| have reviewed the deposition of Cathy D. Wight taken
inthis matter on October 2, 1996.

| have reviewed the deposition of Christopher O Nea
Arnold taken in this matter on October 18, 1996, volume 1.

| have reviewed volunme 1 of the deposition of Traci M
Bell taken in this nmatter on Septenber 20, 1996 and vol unme
taken in this matter on Cctober 2, 1996.

| have reviewed the deposition of Richard Scott Snmith
taken in this matter on Septenmber 17, 1996.

| have reviewed the deposition of John D. Rowell and the
exhibits attached thereto taken on August 15, 1996 (vol une

| have reviewed the deposition of John D. Rowell taken
Sept enber 6, 1996 (vol une 2).

| have reviewed the deposition of Robert Tessier, Esq.
taken in this matter on Cctober 14, 1996.

| have reviewed the deposition of Ann Glmartin Spratt
taken in this matter on Septenber 18, 1996.

| have reviewed the State Farm attorneys fil ed together
with the privilege log indicating three pages of docunents
consi dered to be privileged and have been wi thhel d and bate
stanped KF 1-517 (KF 399-397 were identified as privileged
not produced and | have not reviewed those docunents).

| have reviewed the deposition of Dr. Lee Sadja, M D
taken in this matter on and Cctober 15, 1996.

| have reviewed the deposition of Jerone Lewis, Ph.D
taken in this matter on October 8, 1996.

| have reviewed the deposition of D. Martin Bennet,
MD. taken in this matter on October 7, 1996.

| have reviewed the deposition of Dr. Louis Vazquez,
MD. taken in this matter on October 10, 1996.

| have reviewed the deposition of Dr. Martin Levine,
MD., taken in this matter on October 25, 1996.

The materials that | have reviewed are the type of materials

customarily relied upon by clains representatives, insurance conp
personnel including those in a supervisory capacity in evaluating
performance of their clains representatives and the appropriatene
handl ing of claims by their conmpany. This type of evaluation was
functions in the State Farm SAC unit. The foll owi ng subparagraph
paragraph of my declaration represent my concl usions and opi ni ons
the reviewreferred to in the precedi ng paragraph:

a.

On Novenber 22, 1993 Linda Stoliar was involved in an auto
accident. She was traveling on Benedict Canyon Road in She
when she stopped because a vehicle was backing into the r
her. After she stopped, she was rear-ended by David Camer
Stoliar was driving a 1989 Honda Wagovan M. Caneron was d
pi ck-up. At the tine of the inpact M. Caneron was trying
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speed of 35-40 miles per hour.

b. Linda Stoliar's vehicle was repaired for $1,014.00 by For
Honda. (A shop reconmended by M. Caneron's insurance co
addition to body work, the repair required four hours of
M . Caneron's vehicle was al so danaged in the accident. H
$500. 00 (the deductible) and his insurance
company, Allstate, paid approximtely $1,400.00 for the r
Initially, Linda sought treatment from Dr. Martin Bennett
neck pain and right shoul der pain. She was exani ned and x
of the cervical spine which showed | oss of normal cervica
the neutral lateral position, changes consistent with reg
nmuscul ol i gament ous spasm The x-rays were negative for fr
di sl ocation. X-rays of the right shoul der were negative f
di sl ocation as well. Conservative treatnent was prescribe
conservative treatnent did not resolve the synptoms so Dr
reconmended an MRl of the cervical spine due to Linda's
persi stent pain and headaches.

c. On Decenber 14, 1993 Ms. Stoliar had an MRl of the cervi
spi ne which showed that there was a 3 mllineter left of
subl i ganent ous herniation at C5-C6 i ndenting the anterior
cal sac. Dr. Bennett has opined that this herniation was
the auto accident. On May 16, 1994 she had an MRl of the
out intercranial bleeding as she still had prol onged head
rel eased on July 7, 1994 by Dr. Bennett who stated as fo
"The prognosis remani ns guarded due to the fact that the p
headaches and neck pain for the rest of her life and that
of muscul ol i ganent ous sprains and strains can, in a signi
of people, show patterns of rem ssion and exacerbations o
period of tine."

d. M. Cameron's carrier (Allstate) conceded responsibility
rei mbursed Linda Stoliar for the property damage to her v
after the accident, Richard Lonie, the State Farm Cl ai ms
handling the clainms, determ ned that M. Cameron was 100%
that Linda Stoliar was 0% at fault and comuni cated that
her on the same day. According to the Allstate records,
determ ned that M. Caneron was 100% at fault and conmuni
M . Caneron. Before any claimwas nmade, State Farm sought
a signed authorization to copy Linda Stoliar's medical an
Decenmber 3, 1993. A review of the files of
Linda Stoliar's treating doctors show that State Farm nev
aut hori zation to copy or obtain any medical records until
when it was used to obtain a copy of Dr. Bennet's records
records were copied with this authorization

e. The diagnosis of Ms. Stoliar's health care providers was
ri ght shoul der sprain, right sided radicul opathy, cervical
subl i ganent ous di sc herniation and post traumatic headache
result of the November 22, 1993 accident. Ms. Stoliar inc
total of $14,448.29 in nmedical specials.

f. Ms. Stolair's State Farm auto policy provided that State
was to pay $10, 000. 00 of medi cal paynents regardless of fa
sunmer of 1994, having paid | ess than the $10, 000. 00 provi
policy, State Farm commenced denyi ng paynment of doctors bi
toit. by Linda Stoliar's healthcare providers. No reason
t hese deni al s.

g. Subsequently, in January of 1995 State Farm acknow edged b
letter that it knew that the $10,000.00 medi cal paynents c
had not been exhausted. Still, State Farmdid not pay the
medi cal expenses. It was not until witten demand was mad
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plaintiff's counsel in March of 1995 that State Farm fi nal
t he remai nder of the $10,000. 00 nmedi cal paynments coverage
owing. At no time did State Farm ever advise that any nedi
subm tted was considered by it to be unnecessary, unreason
unrel ated to the Novenber, 1993 acci dent.

h. Between the date of the accident and January of 1995, Stat
copi ed no medical records of plaintiff, consulted with no
plaintiff's condition and had absolutely no basis for deni
payment benefits. O her than obtaining the nedical records
in January of 1995, and the records provided by M. Rowel
1995 and again in March of 1995, State Farmdid not obtain
records on Ms. Stoliar until after it had settled in Sept

i. After she had been released by Dr. Bennett fromtreatnment
first accident, on February 7, 1995 Linda Stoliar was invo
accident. While
stopped at an intersection she was struck in an off-set fa
by a car being driven by Jared Tobman. Although the collis
deal of damage to the Stoliar vehicle, because it was an o
of the vehicle, the Stoliar vehicle was spun about and she
i ncreased neck and back pain. Ms. Stoliar sought medical
Bennett again. According to the State Farmclains file, a
acci dent she incurred over $6,900.00 in nedical expenses.
incurred by Ms. Stoliar was a MRl of the thoracic spine w
Dr. Bennett which was conducted in March of 1995 after her
remai ned unresolved from conservative treatnent. The MRl w

of the second accident. The bill for the MR was submtted
which refused to pay it. After refusing to pay
this bill and those of Linda Stoliar's doctor, Martin Benn

Clai ns Representative, Ann Spratt, contacted Dr. Bennett,
were incurred as a result of the accident of February, 199
occurred on April 19, 1995. Still, State Farmrefused to p
Farm then advised it was going to submit the MRl to a doct
determ ne whether it was reasonabl e and necessary. However
never asked the doctor is selected, Dr. Martin Levine, to
the medical records to determ ne whether or not the charge
treatment with respect to the MRI was appropriate. At his
Levine testified that the charge and the treatnent was app
Nonet hel ess, State Farmrefused to pay for the MR until C
of 1995 and then only on condition that Linda Stoliar sett
claimfor $1,000. 00.

j. State Farmclains never to have evaluated either of Ms. S
before Septenber 14, 1995. However, State Farm determn ned
driver was 100% at fault with respect to both clainms and n
anything to settle either claimuntil Septenber of 1995 wh
offered its policy limts of $10,000.00 with respect to th
1993 cl ai m and Oct ober, 1995 when it agreed to pay the MR
$1, 000. 00 of wuninsured notorist benefits with respect to t
1995 cl aim

k. The failure of State Farmto evaluate either of these clai
time period was a direct result of a company policy that w
approxi mately 1993. This policy was applied to this case b
fact that the State Farm appraisal of the damage to the St
| ess than $500. 00, even though State Farm knew that the ac
vehi cl e exceeded $1, 000.00. Pursuant to the terns of the c
policy a "minor inmpact" or "low damager" designation was a
to cases where the amount of property danage to the insure
"mnimal " (usually $500.00 or |less). Wen a case was SO ca
Farm woul d take a "hard ball" position regardless of the n
refuse to nake any reasonable settlenment offer and force t
formal arbitration or litigation. In addition, in order to
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claims for plaintiffs as costly as possible, State Farm wo
attorney to enploy formal discovery devices, retain biomec
and accident reconstructionists in all of these "l ow damag

. This policy was coupled with a conpany directive that the
representative personnel were to advise all counsel that S
settle these cases and would "fully litigate" them As ind
evi dence subnmitted herewith the goal and stated purpose of
policy, which was di ssen nated anpongst the | egal comunity
direction by the clainms representatives and ot her persons
State Farm was to discourage the presentation of such cla
to di scourage attorneys fromrepresenting claimnts on the
i mpact"/ "l ow damager" claims by making it virtually financ
a claimant in such a case to obtain representation. This ¢
policy had its desired long termeffect.

m According to the State Farm superintendent in charge of th
whi ch handl ed the Stoliar claim the claimrepresentative
claimwere well aware that they had an obligation under th
and their policy of insurance, to attenpt to effectuate fa
pronpt settlenments. However, as a result of Ms. Stoliar's
classified as "mnor inpact"/"low damager" no effort was n
this case or nake any offer or even evaluate the case unti
m ddl e of Septenmber of 1995 al nost two years after the ini
seven nonths after the second accident. Further, because t
accident was classified as a "m nor inpact"/"low damager"
was ever made to evaluate it and no effort was ever nmade w
settl ement, even though over $6,900.00 in nedical expenses
Stoliar as a result of the second accident.

n. Thus, liability was clear, and that State Farm had concede
the treatnent (with the exception of the MR of March 1995
necessary and related to each accident (by paying the nedi
Nonet hel ess, State Farm clains that no eval uati on was made
extended until Septenber 1995. Any reasonable Clainms Repre
bound by the "l ow damager" policy would conclude the clain
U M benefits exceeded the policy limts. Further, in ny op
the refusal to attenpt to settle "l ow damager" cases in a
pronmpt manner was a deli berate conpany policy arbitrarily
regi on-wi de basis without regard to the nmerits of individu

0. Additionally, because of plaintiff's psychiatric history an
condi tion, according to her treating nental health care pro
conduct on this file was nuch nmore destructive, contributin
deterioration of plaintiff, suicide attenpts and psychiatri
during 1995.

| declare under penalty of perjury pursuant to the laws of the St
California, that the foregoing is true and correct.

Executed this 11th day of Novenmber, 1996 at 4 endal e, California.
Amy G rod Zuni ga, Decl arant

(1) In a signed statement by M. Cameron dated December 6, 1993
contained in the State Farmclaims file, M.

Cameron adnitted that he was traveling at 35 mles per hour befor
acci dent .

(2) This was a curb-side "eyeball" appraisal by a State Farm enpl
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