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MINNESOTA DISTRICT COURT CITES EXCESSIVE FINES CLAUSE TO LIMIT FCA
PENALTIES
The government lawsuit against defendants Precision Lens and its founder Paul Ehlen, United States ex rel. Fesenmaier v. Cameron-Ehlen
Group, Inc. (“Fesenmaier”), has garnered substantial media attention. This is due in part to juicy facts (kickbacks to physicians in such forms
as fancy meals and exclusive vacations for which physicians were invoiced at below market value), attention-grabbing damages (a $487
million judgment entered) and the death of Paul Ehlen in a vintage plane he was piloting shortly after the jury verdict. Less attention has
been paid to the actual legal analysis by which the judge determined the propriety of such a massive judgment.

On February 8, 2024, the U.S. District Court for the District of Minnesota ("the Court") limited a 2023 jury award stemming from violations of
the Anti-Kickback Statute (“AKS”) and False Claims Act (“FCA”), but otherwise denied the defendants’ post-trial motion, affirming (with minor
exceptions) the correctness of the reasoning, legal rulings and jury instructions that led to a judgment of nearly half a billion dollars. The
most salient outcome, though, was the Court’s determination that so high an award violated the Excessive Fines Clause of the Eighth
Amendment of the United States Constitution.

BACKGROUND
The  United  States  intervened  in  a  qui  tam  action  that  alleged  violations  of  the  AKS  and  FCA.  Specifically,  the  relator  alleged  that  the
defendants  offered  remuneration  intended  at  least  in  part  to  result  in  purchases  of  medical  equipment  from  the  defendants.  This
remuneration (the trips, meals, etc.) caused the physicians to submit improper Medicare reimbursement requests by failing to disclose the
AKS violations. After a two-month trial, a jury ruled in favor of the relator and the United States, rendering a judgment of $487,048,705.13
against the defendants.

The defendants filed a motion for post-judgment relief which raised several unsuccessful arguments about the Court’s interpretation of the
FCA and AKS, citing evidentiary errors and insufficient evidence. However, the Court granted the motion in part, holding that the imposed
penalties were barred by the Excessive Fines Clause.

THE EXCESSIVE FINES CLAUSE
The Excessive Fines Clause applies to civil penalties that are punitive in nature, per United States v. Aleff. A punitive sanction violates the
Excessive Fines Clause if it is “grossly disproportional to the gravity of a defendant’s offense.” In determining whether a sanction is punitive,
the Eighth Circuit has directed district courts to assess factors like the reprehensibility of the conduct, the penalty's relation to the harm,
comparable case sanctions, legislative intent and the defendants' ability to pay when determining if a penalty is grossly disproportional.

THE COURT’S ANALYSIS
The Court analyzed the aforementioned factors in turn and concluded that the penalties imposed upon the defendants under the FCA violate
the Excessive Fines Clause, evidenced by a thorough and persuasive analysis.

Reprehensibility of Defendants’ Conduct

Regarding the reprehensibility of the defendants’ conduct, the Court first raised the jury’s finding that the defendants had committed “well
over 150 violations of the AKS over a ten-year period.” The Court highlighted the United States’ interest in “preventing kickbacks is
important enough that violations of the AKS sometimes constitute criminal violations punishable by up to 10 years in prison,” per 42 U.S.C. §
1320a-7b. But the Court found the defendants’ misconduct under the AKS “less severe” as evidenced by the small profit received due to the
misconduct. Similarly, the remuneration that the defendants provided was “difficult” to categorize as reprehensible. To illustrate, the Court
highlighted an example of a type of remuneration involved in which a doctor expensed a salad and a soda at a Christmas party. The Court
emphasized that no patients were physically harmed by unnecessary procedures or defective products. The Court also acknowledged that
“the judgment vastly overstates the benefit the defendants derived personally from the misconduct.”

Harm to the Victim

https://webdocs.hallrender.com/wp-content/uploads/United-States-ex-rel-Fesenmaier-v-Cameron-Ehlen-Group-Inc.pdf
https://webdocs.hallrender.com/wp-content/uploads/United-States-ex-rel-Fesenmaier-v-Cameron-Ehlen-Group-Inc.pdf
https://webdocs.hallrender.com/wp-content/uploads/US-v-Aleff.pdf
https://www.law.cornell.edu/uscode/text/42/1320a-7b
https://www.law.cornell.edu/uscode/text/42/1320a-7b


Next, the Court concisely analyzed the harm to the victim, stating that, “[t]he Court will not attempt to derive an exact number, but the
harm that resulted from [d]efendants’ conduct is significant.”

Ratio of Punitive Damages to Compensatory Damages

The Court found the remaining judgment of $43,335,049.71 “plainly compensatory” and reimbursed the United States “for the amounts paid
on false claims,” while the Court described the remaining $355 million as “plainly punitive.” The Court then broadly stated that the “true
ratio” lies somewhere between those two figures.

Legislative Intent

The Court pointed out that the maximum fine that may be assessed for any federal criminal violation (except where the statute of conviction
itself imposes a larger fine) is only $250,000 per offense for individuals or $500,000 per offense for organizations. Thus, if, instead of a civil
case, the government had criminally prosecuted the defendants, the maximum fine would have been about $15.5 million per defendant—a
small fraction of the civil judgment. Indeed, the minimum penalties called for under the FCA, even after exclusion of treble damages, would
amount to more than $350 million in this case. To the Court,  this indicated that Congress itself  recognizes penalties resulting from
defendants’ misconduct might be overly severe.

Defendants’ Ability to Pay

The Court reasoned here that none of the named defendants would be able to satisfy even the compensatory damages in this case.

Sanctions in Other Cases for Comparable Misconduct

The Court approached the remaining factor with skepticism, cautioning that a detailed review of the defendants’ conduct could not be
adequately replaced by brief summaries from other cases.

However, the Court did take guidance from the U.S. Supreme Court’s holding in State Farm Mut. Auto Ins. Co. v. Campbell that, “an award of
more than four times the amount of compensatory damages might be close to the line of constitutional impropriety.” After weighing all the
factors, the Court determined that the most that could be recovered in the case without violating the Excessive Fines clause would be five
times the United States’ actual damages (treble damages in full, plus statutory penalties for individual claims capped at twice the actual
damages). In this way, the judgment was reduced from $487 million to $216.7 million.

******

The Court’s ruling in Fesenmaier emphasizes the importance of proportional penalties in False Claims Act cases. By invoking the Excessive
Fines Clause, the Court limited the originally imposed penalties, highlighting that sanctions must align with the reprehensibility of the
defendant’s conduct, the harm to the victim, legislative intent, a defendant’s ability to pay and sanctions in comparable cases.

PRACTICAL TAKEAWAYS
Hospitals should critically evaluate their practices related to physician relationships, remuneration and reimbursement requests to
ensure they comply with the AKS and the FCA, avoiding any potential legal pitfalls and potentially mind-boggling damages.

As there is a lack of precedent regarding FCA penalties and the Excessive Fines Clause, hospitals should stay alert for future cases that
may further clarify these issues, potentially influencing their legal strategies.

If you have questions or would like more information about this topic, please contact:

David Honig at (317) 977-1447 or dhonig@hallrender.com;

Kennedy Bunch at (317) 977-1420 or kbunch@hallrender.com;

Chandani Patel at (214) 615-2037 or cpatel@hallrender.com;

Brian Sabey at (720) 282-2025 or bsabey@hallrender.com; or

Your primary Hall Render contact.
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Hall Render blog posts and articles are intended for informational purposes only. For ethical reasons, Hall Render attorneys cannot—outside
of an attorney-client relationship—answer specific questions that would be legal advice.


