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SUMMARY

The Utah Supreme Court reviewed a judgment holding Judi Harrison, president and sole shareholder
of Restoration Systems, Inc., personally liable for fraud arising from restoration billing submitted to
Armed Forces Insurance Exchange. The court held that the complaint did not plead Harrison's
personal participation in fraud with sufficient particularity, but determined that the pleading error was
harmless because the issue was tried by consent. The court remanded for the trial court to supplement
its findings regarding Harrison's specific participation in the alleged fraudulent representations and
each element of fraud.
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PROCEDURAL POSTURE Judi Harrison appealed from a judgment entered after a bench trial
holding her personally liable for fraud and awarding damages, attorney
fees, costs, expert expenses, and punitive damages. The Utah Supreme
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STANDARD OF REVIEW Summary judgment is reviewed for correctness, or de novo. Bench-
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the judgment follows logically from and is supported by the evidence.
An award of costs is reviewed for abuse of discretion.
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QUESTIONS PRESENTED

1. Whether AFIE's complaint pleaded fraud against Harrison with the particularity required by Utah Rule
of Civil Procedure 9(b).

2. Whether the failure to grant summary judgment based on the deficient fraud pleading was prejudicial or
harmless.

3. Whether the trial court's findings of fact adequately established the elements of fraud and Harrison's
personal participation in fraudulent conduct.

4. Whether liability for fraud could rest on the recreated Job Cost Detail Report when AFIE knew it was
inaccurate and did not rely on it.

5. What limits apply to recovery of expert witness fees if Harrison is again found liable for fraud.

HOLDINGS

1. The complaint did not plead fraud against Harrison with the particularity required by Utah Rule of Civil
Procedure 9(b) because it merely recited the elements of fraud and failed to allege specific facts
connecting Harrison personally to the alleged fraudulent conduct.

2. The trial court erred by denying summary judgment on the deficient pleading, but the error was harmless
because AFIE could have amended its complaint and the issue was actually tried without prejudice to
Harrison.

3. A corporate officer may be personally liable for fraudulent acts that the officer personally commits or in
which the officer participates, but cannot be held liable merely because of corporate office or for fraud
committed by the corporation or other agents without the officer's knowledge or participation.

4. The findings were inadequate and incomplete because they did not specifically identify the
representations in which Harrison participated or which she directed, AFIE's reliance on each such
representation, or Harrison's knowledge of falsity or recklessness and intent to induce action.

5. No fraud liability could rest on Harrison's participation in recreating the Job Cost Detail Report because
AFIE did not rely on that report to its detriment.

6. If Harrison is again found liable for fraud, any award for expert witness fees must be limited to the
amount authorized by statute; fees paid above the statutory allowance are litigation expenses rather than
recoverable taxable costs.



KEY QUOTATIONS

“Thus, Harrison can be held liable for fraudulent acts that she personally committed or in which she
participated, but she cannot be held liable for fraudulent acts that she did not know of or participate in that
were committed by other agents of the corporation or by the corporation itself.” (42)

“Because the trial court did not specify all of the representations that Harrison specifically participated in or
directed, we cannot address Harrison's argument that the evidence was inadequate without making our own
findings of fact identifying precisely which of Harrison's actions supported the conclusion that she is liable
for fraud.” (44)

“Because AFIE knew that the recreated JCDR contained inaccuracies and in no way relied on it, the JCDR
does not constitute a misrepresentation for purposes of establishing fraud against Harrison.” (45)

“Although AFIE failed to plead fraud with the requisite particularity in its complaint, that error is harmless
because it is not reasonably likely that the error changed the outcome of the case.” (47)

FACTUAL BACKGROUND

A fire damaged the Metcalfs' home, which was insured by AFIE. Restoration Systems, Inc., led by its president
and sole shareholder Judi Harrison, performed restoration work and billed AFIE and the Metcalfs hundreds of
thousands of dollars. AFIE alleged that RSI submitted duplicative and fabricated billing materials, including
three fabricated subcontractor invoices and a recreated job-cost report. After a bench trial, the trial court found
RSI liable on multiple theories and Harrison personally liable for fraud, but its findings did not identify with
sufficient specificity the representations in which Harrison participated, AFIE's reliance on those representations,
or Harrison's fraudulent intent.

PROCEDURAL HISTORY

AFIE sued RSI and Harrison in 1995 on contract and tort theories arising from restoration work at an insured
home's property. After a five-day bench trial, the trial court found RSI liable on several theories and Harrison
personally liable for fraud. The Supreme Court held that the fraud pleading deficiency was harmless because the
matter was tried and could be treated as properly raised under Utah Rule of Civil Procedure 15, but concluded
that the trial court's findings were too incomplete to permit appellate review and remanded for specific findings.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The trial court must make specific and complete findings regarding which representations Harrison personally
participated in or directed, whether AFIE relied on each representation, and whether Harrison knew the
representations were false or made them recklessly with intent to induce action. The court must determine
whether those findings support personal fraud liability, conduct further proceedings if necessary, and state the
method of any fraud-based damages. Any expert witness fee award must be limited to the statutory allowance.
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