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UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF MISSISSIPPI - WESTERN

E.A. RENFROE & COMPANY, INC,, Northern District of is 1SSAPDI
Division Case Na,_ % 2 Wf ZQ?SW
Plaintiff, ’
V. Northern District of Alabama — Southern

Division Case No. 2:06-cv-1752-WMA

CORI RIGSBY MORAN, et al,,
Defendants.
HEARING REQUESTED

MOTION AND MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF
MOTION TO QUASH AND STAY SUBPOENA IN A CIVIL CASE

Petitioners Richard F. Scruggs, D. Zachary Scruggs, and Timothy’Cantrell, all of the
Scruggs Law Firm, move to quash deposition subpoenas served on them by E.A. Renfroe &
Company. Renfroe brought the above-captiohed case against sisters Cori and Kerri Rigsby after
they publicly exposed Renfroe’s fraudulent and unlawful conduct following Hurricane Katrina.
All along,v Renfroe has attempted to draft the Scruggs Law Firm into Renfroe v. Moran even
though the firm is neither a party to the case nor acting as counsel in the case. Indeed, Renfroe
instituted criminal contempt proceedings against Scruggs and the Scruggs Law Firm for an
alleged violation of a preliminarily injunction in the case. And Judge William M. Acker, Jr.,
who presides over Renfroe v. Moran, has appointed private attorneys to prosecute the criminal
contempt case against Scruggs and the Scruggs Law Firm.

Petitioners now pray upon this Courf for relief from Renfroe’s latest abusive and
harassing attempt to involve the Scruggs Law Firm. Petitioners move to quash Renfroe’s
subpoenas on four grounds. First, Renfroe’s subpoenas seek discovery of information that is
privileged and protected. The Scruggs Law Firm has represented the Rigsbys in matters directly
related to Renfroe’s lawsuit since February 2006. The Scruggs Law Firm also represents the
Rigsbys in a qui tam action against Renfroe and State Farm Fire & Casualty Company pending

in the United States District Court for the Southern District of Mississippi. Furthermoré, the

406596.05



406596.05

Case 3:07-mc-00036-SAA  Document1  Filed 11/28/2007 Page 2 of 21

Rigsbys provide consulting services to Scruggs and the Scruggs Law Firm in connection with
other Katrina-related cases. Any relevant information Petitioners may have is privileged.

Second, Renfroe cannot meet the heightened burden necessary to depose opposing
counsel. In addition to the qui tam case, the Scruggs Law Firm represents approximately thirty
Gulf Coast homeowners in cases against Renfroe for its role in the fraudulent and unlawful
scheme that the Rigsbys uncovered. Renfroe ignores well-accepted law that strongly disfavors
depositions of opposing counsel, especially when the deposition is not crucial to the case of the
party seeking the testimony. The tactics Renfroe now employs have been regularly criticized for
disrupting the adversarial system and lowering the standards of the legal profession.

Third, Renfroe’s subpoenas will subject Petitioners to an unreasonable and undue burden,
in particular due to the extraordinary criminal contempt case pending in the Northern District of
Alabama. At the heart of the criminal contempt case are Petitioners’ legal and professional
relationships with the Rigsbys, as well as their conduct following the issuance of a preliminary
injunction in Renfroe v. Moran. These are exactly the same matters on which Renfroe now seeks
to examine Petitioners. To permit these depositions to go forward would jeopardize Scruggs and
the Scruggs Law Firm’s rights and defenses in the criminal contempt case.

Fourth, the Court should quash the subpoenas to stop Renfroe’s harassment of Scruggs
and Scruggs Law Firm employees. This is now the fourth set of subpoenas that Renfroe has
issued to Scruggs Law Firm attorneys and employees in the last two months. Scruggs has raised
objections (including the objections raised herein) to each round of Renfroe subpoenas, yet
Renfroe has never responded to, much less addressed, a single one of these objections.

In the event that the Court does not quash Renfroe’s subpoenas, Petitioners respectfully
request that the Court stay their enforcement pending the resolution of the criminal contempt
case. The criminal contempt case alleges that Scruggs and the Scruggs Law Firm failed to
comply with the preliminary injunction issued in Renfroe v. Moran. Because the issues in the
criminal contempt case overlap almost entirely with the topics about which Renfroe seeks to
depose Petitioners, these depositions pose a real threat to defendants’ constitutional rights in the

criminal contempt case and should not be permitted to proceed while that case is pending.
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L BACKGROUND FACTS
A. The Rigsbys’ exposure of Renfroe’s and State Farm’s fraud.

Hurricane Katrina devastated the Gulf Coast beginning on August 29, 2005. Since then,
despite having paid millions of dollars in premiums, countless Gulf Coast residents have been
denied insurance coverage on the ground that the damage to their homes was caused by water (a
claim not covered by most policies) rather than wind (a covered claim).

E.A. Renfroe & Company provides claims adjusters, primarily to State Farm Fire &
Casualty Company, following catastrophes. Sisters Cori and Kerri Rigsby worked as adjusters
for Renfroe assigned to work exclusively adjusting State Farm Katrina insurance claims in
coastal Mississippi. While doing that, the Rigsbys came across documents evidencing fraudulent
and potentially criminal claims-handling activities by State Farm. Ex. A at 19:8-13. In February
2006, the Rigsbys approached attorney Richard F. Scruggs with their concerns about Renfroe’s
and State Farm’s practices and provided him with various claims documents, including a copy of
an engineer’s report concluding that the damage to a policyholder’s home had been caused by
wind. Attached to the report was a “sticky note” that read: “DO NOT Pay Bill-DO NOT
discuss.” Id. at 34:20-35:1; 128:15-21; 140:8-19. In April 2006, the Rigsbys provided Scruggs
with additional documents evidencing the fraud they had discovered while working for Renfroe.
Id. at 37:21-38:7.

In June 2006, the Rigsbys of their own resolve downloaded and printed thousands of
State Farm documents demonstrating fraudulent conduct. Id. at 43:7-11; 105:18-106:13; 111:12-
14. The Rigsbys provided one set of the dosuments to the U.S. Attorney and one set to the
Mississippi Attorney General. Id. at 109:1-12. Later that summer, a third set of the documents
were delivered to their attorney, Scruggs. Id. at 109:19-110:9.

Shortly after the Rigsbys provided the documents demonstrating Renfroe’s and State
Farm’s fraudulent conduct to law enforcement authorities, they informed Renfroe of what they
had done. Following their departures from Renfroe, the Rigsbys were retained as consultants by
the Scruggs Katrina Group (“SKG”), a joint venture formed by a group of Mississippi attorneys,

including the Scruggs Law Firm, to represent residents who were denied insurance coverage for
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the damage they sustained to their homes during Hurricane Katrina. The Rigsbys assist SKG
with its cases against State Farm and other insurance companies. /d. at 49:18-20, 73:17 -24. The
Rigsbys continue to work as consultants on SKG’s cases today. /d. at 1 43:1-144:3.

B. The Scruggs Law Firm’s civil litigation cases that are pending against Renfroe.

The Scruggs Law Firm represents plaintiffs suing Renfroe in multiple active cases that
arise from Renfroe’s participation in the fraudulent denial of Katrina damage claims. In April
2006, the Rigsbys, through the Scruggs Law Firm and Missouri counsel, filed a qui tam action
which is currently pending in the United States District Court for the Southern District of
Mississippi.! State Farm and Renfroe are named as defendants in that case. As relators on behalf
of the United States, the Rigsbys allege that defendants Renfroe and State Farm presented to the
United States government false claims for payment under the National Flood Insurance Program.
Ex. B.

In coordination with SKG, the Scruggs Law Firm also represents twenty-one Gulf Coast
homeowners in a multi-million dollar Racketeer Influenced and Corrupt Organizations Act civil
case against Renfroe and State Farm for their participation in an enterprise to procure corrupt
property inspections and falsely-contrived inspection reports for the common purpose of denying
Gulf Coast homeowners’ Katrina damage claims.? The Scruggs Law Firm and SKG are also
cbunsel to State Farm policyholders who have brought fraud and tort claims against Renfroe for
participating in a fraudulent scheme to deny plaintiffs’ Katrina damage claims.’?

C. Renfroe’s lawsuit against the Rigsbys.

The case that gives rise to the subpoenas at issue was filed in September 200§ when

Renfroe sued the Rigsbys in the United States District Court for the Northern District of

Alabama. The suit, styled Renfioe v. Moran, was assigned to Judge William M. Acker, Jr.

! The case is styled United States ex rel. Rigsby v. State Farm, et al., S.D. Miss. Case No.
1:06cv433-LTS-RHW.

2 The RICO case is styled Shows, et al. v. State Farm Mut. Auto. Ins. Co., et al., Case No. 1:07-
cv-00709-LTS-LRA. It is pending in the Southern District of Mississippi.

3 See, e.g., Willis v. State Farm Fire & Cas. Co., et al., S.D. Miss. Case No. 1:07-cv-01109-LTS-
RHW; McIntosh v. State Farm Fire & Cas. Co., S.D. Miss. Case No. 1:06-cv-1080-LTS-RHW.



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 5 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 6 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 7 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 8 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 9 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 10 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 11 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 12 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 13 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 14 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 15 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 16 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 17 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 18 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 19 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 20 of 21



Case 3:07-mc-00036-SAA  Document1l  Filed 11/28/2007 Page 21 of 21



