
CASE NO.: 15-60774

FEDERAL INSURANCE COMPANY,

Plaintiff – Appellant
v.

SINGING RIVER HEALTH SYSTEM,

Defendant – Appellee

Consolidated with 15-60876

FEDERAL INSURANCE COMPANY,

Plaintiff – Counter Defendant – Appellee
v.

SINGING RIVER HEALTH SYSTEM,

Defendant – Appellant

&

SINGING RIVER HEALTH SYSTEM FOUNDATION,

Counter Claimant – Appellant

Consolidated with 16-60550

THOMAS JONES, on behalf of themselves and other similarly situated; JOSEPH
CHARLES LOHFINK, on behalf of themselves and others similarly situated; SUE
BEAVERS, on behalf of themselves and others similarly situated; RODOLFOA
REL, on behalf of themselves and others similarly situated; HAZEL REED
THOMAS, on behalf of themselves and others similarly situated,

Plaintiffs – Appellees

v.

      Case: 16-60550      Document: 00514108886     Page: 1     Date Filed: 08/09/2017



SINGING RIVER HEALTH SERVICES FOUNDATION; SINGING
RIVER HEALTH SYSTEM FOUNDATION; SINGING RIVER
HOSPITAL SYSTEM FOUNDATION, INCORPORATED; SINGING
RIVER HOSPITAL SYSTEM EMPLOYEE BENEFIT FUND,
INCORPORATED; SINGING RIVER HOSPITAL SYSTEM; MICHAEL
J. HEIDELBERG; MICHAEL D. TOLLESON; TOMMY LEONARD;
LAWRENCE H COSPER; MORRIS G. STRICKLAND; IRA POLK;
STEPHEN NUNEMACHER; HUGO QUINTANA; GARY C. ANDERSON;
STEPHANIE BARNES TAYLOR; MICHAEL CREWS; SINGING
RIVER HEALTH SYSTEM; ALLEN CRONIER; MARTIN BYDALEK;
WILLIAM DESCHER; JOSEPH VICE; ERIC WASHINGTON;
MARVA FAIRLEY-TANNER; GRAYSON CARTER, JR,

Defendants- Appellees
v.

CYNTHIA N. ALMOND; FRANCISCO C. AGUILAR; KITTY PATRICIA
AGUILAR, TANYA R. ARDOIN, RAY J. BARBOUR, ET AL

Appellants

******************************************************************
REGINA COBB, on behalf of themselves and others similarly situated, ET AL

Plaintiffs

v.

SINGING RIVER HEALTH SYSTEM; BOARD OF TRUSTEES FOR THE
SINGING RIVER HEALTH SYSTEM; MICHAEL J. HEIDELBERG, in their
individual and official capacities; MICHAEL D. TOLLESON, in their individual
and official capacities; ALLEN L. CRONIER, in their individual and official
capacities; TOMMY L. LEONARD, in their individual and official capacities;
LAWRENCE H. COSPER, in their individual and official capacities; MORRIS G.
STRICKLAND, in their individual and official capacities; IRA S. POLK, in their
individual and official capacities; STEPHEN NUNENMACHER, in their
individual and official capacities; HUGO QUINTANA, in their individual and
official capacities; MARVA FAIRLEY-TANNER, in their individual and official
capacities; WILLIAM C. DESCHER, in their individual and official capacities;
JOSEPH P. VICE, in their individual and official capacities; MARTIN D.

      Case: 16-60550      Document: 00514108886     Page: 2     Date Filed: 08/09/2017



BYDALEK, in their individual and official capacities; ERIC D. WASHINGTON,
in their individual and official capacities; G. CHRIS ANDERSON, in their
individual and official capacities; KEVIN HOLLAND, in their individual and
official capacities;

Defendants – Appellees

v.

CYNTHIA N. ALMOND; FRANCISCO C. AGUILAR; KITTY PATRICIA
AGUILAR; TANYA R. ARDOIN; RAY J. BARBOUR, ET AL

Appellants

On Appeal from the United States District Court
For the Southern District of Mississippi

Southern Division
Honorable Louis Guirola Jr., United States District Judge

APPELLANT’S PETITION FOR REHEARING EN BANC

W. HARVEY BARTON
MS Bar No.: 2104
BARTON LAW FIRM, PLLC
3007 Magnolia Street
Pascagoula, MS 39567
228.269.2070 Telephone
228.769.199 Facsimile
harvey@wbartonlaw.com

EARL L. DENHAM
MS Bar No. 6047
DENHAM LAW FIRM, PLLC
424 Washington Avenue (39564)
Post Office Drawer 580
Ocean Springs, MS 39566-0580
228.875.1234 Telephone
228.875.4553 Facsimile
earl@denhamlaw.com

      Case: 16-60550      Document: 00514108886     Page: 3     Date Filed: 08/09/2017

mailto:earl@denhamlaw.com


STATEMENT REGARDING NECESSITY OF EN BANC REHEARING

This appeal involves several questions, one of which makes this a case of

first impression of exceptional importance with national implications, such that

consideration by the full court is necessary to prevent a gross injustice, not only in

this case but in future similar situations. 

1) Was it the burden of proof on the Objectors to provide definitive legal

authority holding that a Mississippi county is responsible for the debts

of its “independent” entity, the absence of which resulted in the Panel

dismissing the argument?

The panel’s decision as to this question is that the “district court rejected

these arguments for good legal reasons” and that “neither Objectors nor this court

has found definitive legal authority holding a Mississippi County responsible for

the debts of its “independent” entities. (See Opinion Pg. 27 and footnote 11).  

2) Did the objectors waive the objection to the unsolicited, post-hearing

letter from class counsel regarding the release of Jackson County,

despite properly objecting to the submission of the letter in the District

Court through a Rule 59 Motion, thereby preserving their right to

argue error on appeal? 

The Panel’s decision as to this question conflicts with the record which

reflects the Objectors properly filed a Federal Rule of Civil Procedure Rule 59
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Motion to Reconsider and included their objection to the district court accepting an

unsolicited, post hearing letter from class counsel regarding the release of Jackson

County. Objectors properly filed a Rule 59 Motion for Reconsideration within the

allotted twenty-eight (28) days, the proper remedy for such action by the Court. 

3) Did Objectors waive their claim to the non-opt out provision of the

district court’s preliminary certification of the class action under Rule

23(b)(1)(A)?

The panel’s decision as to this question was that Objectors waived their

objection to this argument because they did not brief the propriety of this legal

determination.  However Objectors did not waive this argument as it is addressed

explicitly through through Woullard v. State Farm Fire and Casualty Co., Civil

Action No. 1:06cv1057 LTS -RHW (USDC S.D. Miss., Southern Division, 2007)

and the determination of different categories of Plan Participants and the inability

for consistent adjudication with respect to settlement payout addressed in various

sections of Appellant’s brief.  

4) Did Objectors fail to make an argument concerning the Court’s

simultaneous release of individual SRHS defendants from whatever

claims may have been asserted based on their ineptitude or malfeasance,

and thus waive this objection?
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The Panel’s decision as to this question was that Objectors made “no

argument” concerning the court’s simultaneous release of individual SRHS

defendants from whatever claims may have been asserted based on their ineptitude

or malfeasance.  This directly conflicts with Objectors argument by allowing so

would elicit a gross miscarriage of justice. Objectors stated specifically that

allowing their release is improper in the whole.  However “allowing” their release

regarding other causes of action outside of the actuarially suggested contributions

from 2009 to 2014, is contrary to the evidence, to logic, and to the interest of

justice” (See Pg. 54 of Brief of Appellant).
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QUESTIONS PRESENTED

The Appellants urge this Court to grant rehearing en banc on the following

questions:

I. Was it the burden of proof on the Objectors to provide definitive
legal authority holding that a Mississippi county is responsible for
the debts of its “independent” entity, the absence of which
resulted in the Panel dismissing the argument?
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II. Did the objectors waive the objection to the unsolicited, post-
hearing letter from class counsel regarding the release of Jackson
County, despite properly objecting to the submission of the letter
in the District Court through a Rule 59 Motion, thereby
preserving their right to argue error on appeal?

III. Did Objectors waive their claim to the non-opt out provision of
the district court’s preliminary certification of the class action
under Rule 23(b)(1)(A)?

IV. Did Objectors fail to make an argument concerning the Court’s
simultaneous release of individual SRHS defendants from
whatever claims may have been asserted based on their ineptitude
or malfeasance, and thus waive this objection?

STATEMENT OF THE CASE

Singing River Health System, (“SRHS”), a Jackson County, Mississippi,

owned hospital took it upon themselves to manage the SRHS Retirement Plan

(“Plan”), and it was later determined that the hospital did not make the required

annual contributions as determined by actuaries to maintain the sustainability of

the Plan. After five years of malfeasance and fraud evidenced by direct mailers,

indicating a healthy and viable Plan, a Plan which required a contribution made by

each employee at 3% of their wages, was a requirement of their employment and

which also was to be a lifetime benefit for them and their families.  It wasn’t until

years of underfunding caught up with the hospital that a conspiracy was derived

between the Jackson County Board of Supervisors, the Singing River Hospital
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System Board of Trustees, and legal decision makers for Jackson County that the

Hospital determined that the best way to cover up and nullify the debt owed by the

controlling governmental authorities for the non-payment, was to simply terminate

the plan and liquidate it.  This plan was unbeknownst to any of the more than 3,000

plan participants until after an actual vote to terminate the plan was taken.

Temporary Restraining Orders were filed prior to the SRHS Board signing

the minutes documenting the vote to terminate the plan, and afterwards several

cases were filed in Federal Court which led to a class action settlement approved

by the Southern District Federal Court. Objectors to said class action became

Appellants in this case at hand, appealing several issues in which the District Court

erred, and urged the Court to determine the settlement as unfair and unreasonable,

and error in not allowing for an opt-out provision among other things. Now, as a

result of the Fifth circuit ruling rendered on July 27, 2017, this becomes a case of

first impression, one of exceptional importance with national implications. 

ARGUMENT

I. Was it the burden of proof on the Objectors to provide definitive
legal authority holding that a Mississippi county is responsible for
the debts of its “independent” entity, the absence of which resulted in
the Panel dismissing the argument?

The panel’s decision as to this question is that the “district court rejected

these arguments for good legal reasons”, and that “neither Objectors nor this court
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[has] found definitive legal authority holding a Mississippi County responsible for

the debts of its “independent” entities. (Page 27 of Panel Opinion) 

In what is proving to be a highly important case of first impression

nationally, if the recent opinion stands, the law would be that a non-bankrupt

governmental entity which has taxing authority may legally discharge their pension

fund liability, no matter the debt or contractual agreement with Plan participants, in

a class action lawsuit and leave a bankrupt wholly-owned “independent” entity

liable for its pension fund debt.  The Fifth Circuit panel held that: 

“[n]either Objectors nor this Court has found

definitive legal authority holding a Mississippi

county responsible for the debts of its

“independent” entities.  The district court held that

the policy behind granting ERISA exemptions for

public entities’ plans is an insufficient basis for

imposing a legal duty on Jackson County.” (Page

27 of Panel Opinion)

In essence, Jackson County may legally absolve itself of a $200 million

dollar pension liability by the payment of $13.6 million to support the funding of

its wholly owned county hospital.  Most importantly, because there is no current

traditional case law prohibiting the lower Court from doing so, this ruling becomes

the law of the land, legally setting out a blueprint for any “independent”

governmentally owned agency to absolve themselves of non-payment debt.  

-6-
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The proponents of this settlement have not articulated a clear reason for

allowing Jackson County to escape liability either, and the burden is on them to

show why the governmental agency and owner of the hospital should be released

from liability.  In the absence of no precedential case law, this court should look to

Congress, as the agency which has the power to authorize and determine ERISA

and exemptions. Both the Objectors and the Panel stated that there is no case law

anywhere saying what the County’s liability may or may not be in this situation,

however Objectors assert that there is the clearly formulated public policy

argument by Congress as to why governmental entities were exempted from

ERISA.  Objectors assert that since there is no controlling precedent, that the case

at bar now becomes the law of the land for “good legal reasons.” Governmental

retirement plans do not have the same guaranty insurance fund protections as

private retirement plans.  (See footnote 3 of the Panel Opinion)

“Despite allegations under ERISA, the plan is a governmental plan,

and thus is exempt from ERISA, 29 U.S.C. §1003 (b)(1).”

With this decision, this Court wants to take away the only protection a

governmental retiree has, the taxing authority of their ultimate employer. 

Objectors would urge that this Court should be cautious about establishing

precedent here, particularly when the judicial branch of government has to rely on

the legislative branch of government to levy taxes for support of all  employees of

-7-
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this “independent” branch.  To hold otherwise, as in this decision, is to allow

governmental employees to commit acts ranging from malfeasance to fraud and

escape the very liability congress has attempted to impose on private employers

with the enactment of ERISA.

The absence of law is not a reason to exempt a question of this magnitude

from being answered, but is an opportunity for this Court to establish a precedent

so as to prevent future cases wherein a governmental entity may breach a contract

obligation, default and then absolve themselves of their own debt, leaving

pensioners without a remedy. Congress has attempted to remedy this situation on a

national stage through ERISA decisions, but this is now before this Court in hopes

that this Court will see the justice of the purpose in not releasing Jackson County.

II. Did the objectors waive the objection to the unsolicited, post-hearing
letter from class counsel regarding the release of Jackson County,
despite properly objecting to the submission of the letter in the
District Court through a Rule 59 Motion, thereby preserving their
right to argue error on appeal?

The Panel’s decision as to this question conflicts with the record.  The

record reflects the Objectors properly filed a Federal Rule of Civil Procedure Rule

59 Motion to Reconsider, and included in their objection that the district court

accepted an unsolicited, post hearing letter from class counsel regarding the release

of Jackson County. Objectors properly filed a Rule 59 Motion for Reconsideration
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within the allotted twenty-eight (28) days, the proper remedy for such actions from

the Court. 

The Fifth Circuit Panel concluded that Objectors had waived their right on

appeal to object to the post hearing letter brief submitted by class counsel.  Citing

to F.D.I.C. v. Mijalis, 15 f.3d 1314, 1327 (5th Cir. 1994), the Panel held that the

Objectors “did not object to the submission of the letter in the district court and did

not seek the opportunity to respond to it at that time.”  Objectors do not know of

any specific rule of procedure that was followed or not followed concerning this

submission.  In a timely manner, Objectors filed a Rule 59 Motion to Reconsider,

specifically asking the Court to reconsider because...

“On or about May 27, 2016, Class Counsel, Jim Reeves
sent an unsolicited letter to Judge Guirola citing case law
and opinions regarding the release of Jackson County as
a non-party.  A letter, or brief in such matter was not
requested, required or appropriate, as the hearing was
complete and post-trial motions or other documents
should not have been submitted to this Court, however it
was, and soon thereafter, the Final Judgment (and
Amended Final Judgment) were entered by this Court,
releasing Jackson County from all liability.  Class
Counsel, Jim Reeves active out of order by submitting a
brief disguised as a letter post-trial in order to attempt to
sway the ruling on his behalf, which conveniently aligns
with the County, and does not support securing funding
for his clients’ pension or those other members of the
class, the exact job he was chosen to do as Class
Counsel.” (Paragraph #11 of Objectors’ Rule 57 Motion)

-9-

      Case: 16-60550      Document: 00514108886     Page: 17     Date Filed: 08/09/2017



Accordingly, Objectors were wholly unaware that they were waiving their

rights to object to the post hearing submission by including the objection to the

letter in the Rule 59 Motion. Objectors request a clear method as to how they

should have objected otherwise, as the only formal procedure of objection is that of

a F.R.C.P. Rule 59 Motion.  Objectors, who relied on the District Court’s trial

position that Jackson County, Mississippi, would not be released from liability, had

no need to object until after the decision was returned.

III. Did Objectors waive their claim to the non-opt out provision of the
district court’s preliminary certification of the class action under
Rule 23(b)(1)(A)?

The panel’s decision as to this question was that Objectors waived their

objection to this argument because they did not brief the propriety of this legal

determination.   The panel said in footnote no. 7 that, 

?the District Court ultimately certified their class under,
Rule 23(b)(1)(A) as ‘a mandatory settlement class.’ 
Objectors have not briefed the propriety of this legal
determination, and it is waived.”

This premise goes to the very heart of Objectors’ claim, but within the limited

confines of the Appellant’s brief, was not focused upon, because the law does not

allow mandatory class actions in these types of cases.

Objectors did not waive this argument as it is addressed explicitly through

Woullard v. State Farm Fire and Casualty Co., Civil Action No. 1:06cv1057 LTS -
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RHW (USDC S.D. Miss., Southern Division, 2007), and the determination of

different categories of Plan Participants and the inability for consistent

adjudication with respect to settlement payout addressed in various places in the

Appellant’s brief. 

While Objectors do not believe the panel’s query about the future stream of

Singing River Hospital System’s payments to verify future claims will pass judicial

scrutiny, Objector’s secondary position has always been to allow the retirees an

opt-out provision.  The antithesis of the opt-out is of course a mandatory provision. 

And clearly, as will be demonstrated herein, Objectors have strongly advocated

against a mandatory class action.  That legal determination is not waived. 

Objectors stated

?[w]hen the objection was made prior to the fairness
hearing, the fact that this mandatory class action
settlement could not pass the scrutiny of Ortiz v.
Fibreboard Corp., 527 U.S. 815, 119 S.Ct. 2295, 144
L.Ed. 715 (1999) becomes obvious.”  (See page 24 of
Brief of Appellant.) 

This of course was initially dealing with the District Court’s flawed analysis of this

class action concerning the definition of a ?limited fund.”  Objectors then stated, 

?[b]ecause this proposed mandatory class action was
flawed at its inception, this settlement has morphed from
its original flawed premise to the current state of failure.” 
(See page 25 of Brief of Appellant.)
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The Objectors argument then evolved to argue against Rule 23(b)(1)(A).

?All counsel agreed that the certification under a limited
fund doesn’t apply, leaving a Rule 23(b)(1) class
certification wherein all class members are treated the
same, with each getting an equal share of the settlement. 
In Woullard v. State Farm Fire and Casualty Co., Civil
Action No. 1:06cv1057 LTS -RHW (USDC S.D. Miss.,
Southern Division, 2007).  Judge Senter addressed issues
which are similar and expressed his concern about
releasing a party to the litigation who has not made any
payments toward the settlement.  Here, Jackson County is
not a party to the federal lawsuits, but is a party in the
Jackson County Chancery and Circuit Court matters, and
a blanket release as this settlement does, is releasing the
guarantor of the hospital essentially cutting off any
financial security as it relates to settlement payments. 
Because State Farm could not produce information on the
exact payments people would get, could not articulate a
window of time, and attempted to formulate a blanket
release for many defendants, the Court gave the plaintiffs
a choice between a settlement as presented to the Court,
and binding arbitration.

In this instant case, where half the potential class
members are current employees and fear being
terminated by SRHS if they intervene, and another third
are not currently entitled to any benefit under the Plan,
this court may properly conclude that the impacted class
members oppose the settlement plan, wish to continue
litigation, and being unable to opt-out of this settlement,
are forced into a settlement which was not properly
examined to be fair, reasonable, and accurate by the
Court.” (See Pages 27-28 of the Brief of the Appellant)

Additionally, the Objectors stated their position on certification under

23(b)(3),
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d.  OPT-OUT PROVISION

?An opt-out provision should have been provided to all
affected class members...”  (See Page 30 of the Brief of
the Appellant)

Nowhere do the proponents of the settlement show where all class members

are treated the same, with each getting an equal share of the settlement as

contemplated by Rule 23(b)(1)(A).  To the contrary, Objectors argued that there

are more subcategories of Plan Participants that anyone is truly able to determine

without a complete list of all Plan Participants and their current status.  Objectors

know that Plan participants include retirees, retirees with lifetime beneficiaries,

current employees, vested participants who are not currently retired, non-vested

payees, vested retirees who have not begun to collect, vested retirees who also

receive medical benefits, non-vested employees, and many more. It is

unfathomable to conceive that each member would be treated the same with

regards to the proposed settlement, to the degree that a mandatory class action does

not pass judicial scrutiny. 

IV. Did Objectors fail to make an argument concerning the Court’s
simultaneous release of individual SRHS defendants from whatever
claims may have been asserted based on their ineptitude or
malfeasance, and thus waive this objection?

The Panel’s decision as to this question was that Objectors made “no

argument” concerning the court’s simultaneous release of individual SRHS
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defendants from whatever claims may have been asserted based on their ineptitude

or malfeasance.  This conflicts with Objectors argument that they did so.  To allow

the other defendants to escape liability would elicit a gross miscarriage of justice.

Objectors stated specifically that allowing their general release is improper,

however allowing their release regarding other causes of action outside of the

actuarially suggested contributions from 2009 to 2014, is contrary to the evidence,

to logic, and to the interest of justice (See Page 54 of the Brief of the Appellant)

The Fifth Circuit opinion incorrectly maligns objectors in footnote 13 of their

decision.

?Curiously, Objectors make no argument concerning the
Court’s simultaneous release of individual SRHS
defendant from whatever claims may have been asserted
based on their ineptitude or malfeasance, and which
claims would not necessarily have been ‘based on the
same underlying factual predicate.’”   See Wal-Mart, 396
F.3d at 109. 

Admittedly, the majority of Objectors’ arguments are centered on the deepest and

most liable party, Jackson County.  In their State court complaint, Objectors sued

every individual, entity, company, and agent with good cause in the first instance. 

Discovery may have revealed more, however discovery was not an option.  To say

Objectors made “no argument” about the efficiency of suing the other defendants

set to be released is misguided. 
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Objectors do not waive the argument about letting out other defendants, do

not concede that the other defendants should be released from liability, and want

the right to pursue these defendants to the payment of their ?last farthing” until the

plan is reimbursed and the retirees compensated.  Objectors are not sure how much

clearer their argument could be concerning this issue when they said,

?[a]llowing Jackson County, Singing River Hospital
System, and many of the other solvent defendants a
release for other years, and other causes of action outside
of the actuarially suggested contributions from 2009 to
2014, is contrary to the evidence, to logic, and to the
interest of justice.”  (See Page 54 of the Brief of the
Appellant)

Also, the Objectors argued...

?In this case, the Court should not defer to the view of
class counsel because this is precisely the type of
settlement that demands independent judicial scrutiny. 
Once class counsel was offered a $6.4 million dollar fee,
the interests of class counsel diverged from those of the
absent class.  Defendants and non-party Jackson County
seized the opportunity to use the settlement to discharge
the liabilities of an expansive list of atrocious activities,
and class counsel had no problem allowing the
defendants to release vital parties in this litigation,
including Jackson County which has substantial assets. 
Under these circumstances, it was reversible error for the
Court to defer to the judgment of class counsel.”  (See
Page 19 of the Brief of the Appellant)

?That being the case, without additional testimony, it was
impossible for the Court to make a ruling completely
releasing all parties and non-parties from past, or future

-15-
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liability outside of the five funding years, without further
examining the fairness and adequacy factors from In Re
Canal.”  (See Page 64 of the Brief of the Appellant)

And finally, in their conclusions, Objectors state,

?Notwithstanding the above arguments, if this Court does
not deny the class action settlement, this Court should
make major modifications for the protection of the class,
which at the very least would require an opt-out
provision for Objectors.”  (See Conclusion @ page 67 of
the Brief of Appellant.)

The requested opt-out provision by the Objectors is a provision put in place to

reserve the right to sue any and all parties which have liability that were sued in the

State Court civil complaint, but has since been stayed pending the outcome of this

decision.

And of note is an additional argument proffered by Objectors concerning

comparative negligence of the most culpable defendants being released stating

?Objectors sought a determination from the Court as to
what reservation of rights, if any, will be reserved to the
plan beneficiaries for defenses that may be provided by
additional tortfeasors.  The approval of this class action
settlement releases some of the defendants, but not all. 
The defendants being released are the most culpable of
the defendants, and legitimate discovery could unlock
significant contributory liability currently unknown to the
class members.”  (See Page 31 of the Brief of the
Appellant)
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CONCLUSION

The Court should grant the petition for rehearing en banc. 

Respectfully Submitted this the   9th  day of August, 2017.

s/W. Harvey Barton                           
W. HARVEY BARTON
MS Bar No.: 2104
BARTON LAW FIRM, PLLC
3007 Magnolia Street
Pascagoula, MS 39567
228.269.2070 Telephone
228.769.199 Facsimile
harvey@wbartonlaw.com

s/Earl L. Denham                              
EARL L. DENHAM
MS Bar No. 6047
DENHAM LAW FIRM, PLLC
424 Washington Avenue (39564)
Post Office Drawer 580
Ocean Springs, MS 39566-0580
228.875.1234 Telephone
228.875.4553 Facsimile

earl@denhamlaw.com

-17-

      Case: 16-60550      Document: 00514108886     Page: 25     Date Filed: 08/09/2017

mailto:earl@denhamlaw.com


CERTIFICATE

I, W. HARVEY BARTON, do hereby certify that I electronically filed the

above and foregoing APPELLANTS’ PETITION FOR REHEARING EN

BANC with the Clerk of the Court utilizing the CM/ECF system, which provides

notification of said filing to the following: 

Mr. John Anderson Banahan 
Mr. Roy D. Campbell, III 
Mr. Donald Claire Dornan, Jr. 
Mr. Jessie Wayne Doss Jr. 
Ms. Carly D. Duvall 
Mr. Scott Timothy Ellzey 
Mr. John L. Hunter 
Mr. Harry Alston Johnson, III 
Mr. John W. Joyce 
Mr. Laurence D. LeSuer Jr. 
Ms. Roechelle Ryann Morgan 
Mr. Steven L. Nicholas 
Mr. Stephen Giles Peresich 
Mr. James Robert Reeves Jr 
Mr. Jason R. Scheiderer 
Mr. Alexander Kelly Sessoms, III 
Ms. Brandi Elizabeth Soper 
Mr. Pieter Teeuwissen 
Ms. Lucy Elizabeth Tufts 

-18-

      Case: 16-60550      Document: 00514108886     Page: 26     Date Filed: 08/09/2017



Mr. Steven W. Usdin 
Mr. Dan W. Webb 
Mr. Brett Keith Williams 
Mr. James G. Wyly, III 

SO CERTIFIED on this the 9th Day of August, 2017. 

BY: s/W. Harvey Barton 
W. HARVEY BARTON 
MS Bar No.: 2104 
BARTON LAW FIRM, PLLC 
3007 Magnolia Street 
Pascagoula, MS 39567 
228.269.2070 Telephone 
Harvey@wbartonlaw.com

-19-

      Case: 16-60550      Document: 00514108886     Page: 27     Date Filed: 08/09/2017

mailto:Harvey@wbartonlaw.com


CERTIFICATE REGARDING PRIVACY REDACTIONS
AND VIRUS SCANNING

I certify (1) that all required privacy redactions have been made in this brief,

in compliance with 5th Cir. Rule 25.2.13; (2) that the electronic submission is an

exact copy of the paper document, in compliance with 5th Cir. R. 25.2.1; and (3)

that the document has been scanned for viruses with the most recent version of a

commercial virus scanning program and is free of viruses.

Date: August 9, 2017.

 s/W. Harvey Barton 
W. HARVEY BARTON 
MS Bar No.: 2104 
BARTON LAW FIRM, PLLC 
3007 Magnolia Street 
Pascagoula, MS 39567 
228.269.2070 Telephone 
Harvey@wbartonlaw.com

-20-

      Case: 16-60550      Document: 00514108886     Page: 28     Date Filed: 08/09/2017

mailto:Harvey@wbartonlaw.com


REVISED July 27, 2017 
 

IN THE UNITED STATES COURT OF APPEALS 
FOR THE FIFTH CIRCUIT 

 
 

No. 16-60550 
 
 

THOMAS JONES, on behalf of themselves and others similarly situated; 
JOSEPH CHARLES LOHFINK, on behalf of themselves and others similarly 
situated; SUE BEAVERS, on behalf of themselves and others similarly 
situated; RODOLFOA REL, on behalf of themselves and others similarly 
situated; HAZEL REED THOMAS, on behalf of themselves and others 
similarly situated,  
 

Plaintiffs - Appellees 
v. 
 
SINGING RIVER HEALTH SERVICES FOUNDATION; SINGING RIVER 
HEALTH SYSTEM FOUNDATION; SINGING RIVER HOSPITAL SYSTEM 
FOUNDATION, INCORPORATED; SINGING RIVER HOSPITAL SYSTEM 
EMPLOYEE BENEFIT FUND, INCORPORATED; SINGING RIVER 
HOSPITAL SYSTEM; MICHAEL J. HEIDELBERG; MICHAEL D. 
TOLLESON; TOMMY LEONARD; LAWRENCE H. COSPER; MORRIS G. 
STRICKLAND; IRA POLK; STEPHEN NUNENMACHER; HUGO 
QUINTANA; GARY C. ANDERSON; STEPHANIE BARNES TAYLOR; 
MICHAEL CREWS; SINGING RIVER HEALTH SYSTEM; ALLEN 
CRONIER; MARTIN BYDALEK; WILLIAM DESCHER; JOSEPH VICE; 
ERIC WASHINGTON; MARVA FAIRLEY-TANNER; GRAYSON CARTER, 
JR,  
 

Defendants - Appellees 
v. 
 
CYNTHIA N. ALMOND; FRANCISCO C. AGUILAR; KITTY PATRICIA 
AGUILAR; TANYA R. ARDOIN; RAY J. BARBOUR, ET AL 
 

Appellant 
 

****************************************************************** 

United States Court of Appeals 
Fifth Circuit 

FILED 
July 27, 2017 

 

Lyle W. Cayce 
Clerk 

      Case: 16-60550      Document: 00514091737     Page: 1     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 29     Date Filed: 08/09/2017



No. 16-60550 

2 

 
REGINA COBB, on behalf of themselves and others similarly situated, ET AL 
 

Plaintiffs 
 
v. 
 
SINGING RIVER HEALTH SYSTEM; BOARD OF TRUSTEES FOR THE 
SINGING RIVER HEALTH SYSTEM;  MICHAEL J. HEIDELBERG, in their 
individual and official capacities; MICHAEL D. TOLLESON, in their 
individual and official capacities; ALLEN L. CRONIER, in their individual and 
official capacities; TOMMY L. LEONARD, in their individual and official 
capacities; LAWRENCE H. COSPER, in their individual and official 
capacities; MORRIS G. STRICKLAND, in their individual and official 
capacities; IRA S. POLK, in their individual and official capacities; STEPHEN 
NUNENMACHER, in their individual and official capacities; HUGO 
QUINTANA, in their individual and official capacities;  MARVA FAIRLEY-
TANNER, in their individual and official capacities; WILLIAM C. DESCHER, 
in their individual and official capacities; JOSEPH P. VICE, in their individual 
and official capacities; MARTIN D. BYDALEK, in their individual and official 
capacities; ERIC D. WASHINGTON, in their individual and official capacities; 
G. CHRIS ANDERSON, in their individual and official capacities; KEVIN 
HOLLAND, in their individual and official capacities,  
 

Defendants - Appellees 
 
v. 
 
CYNTHIA N. ALMOND; FRANCISCO C. AGUILAR; KITTY PATRICIA 
AGUILAR; TANYA R. ARDOIN; RAY J. BARBOUR, ET AL 
 

Appellants 
 
 

 
Appeal from the United States District Court  

for the Southern District of Mississippi 
 
 
  

      Case: 16-60550      Document: 00514091737     Page: 2     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 30     Date Filed: 08/09/2017



No. 16-60550 

3 

Before HIGGINBOTHAM, JONES, and HAYNES, Circuit Judges. 

EDITH H. JONES, Circuit Judge: 

  The Singing River Health System (SRHS), a community hospital owned 

by Jackson County, Mississippi, created a defined benefits pension fund into 

which employees have recently been paying three percent of their paychecks 

and to which SRHS was obliged to contribute whatever additional amounts 

were actuarially required to fund the Plan’s promised benefits.  From 2009-14, 

however, the hospital fell into serious financial difficulties and made only one 

plan contribution.  The Plan was “frozen” in late November 2014.  This appeal 

considers objections to the settlement of class actions that arose in the wake of 

the financial crisis.  The most troubling issues center on the extraordinarily 

long-term, unsecured, and unpredictable proposed payout of the settlement 

amount and the release of the County, a non-party, from liability.  We vacate 

and remand for further consideration of issues concerning the settlement’s 

consequences for Plan beneficiaries. 

BACKGROUND 

 As described by its CEO, SRHS “is a community-owned not-for-profit 

health system owned by Jackson County.  [Miss. Code Ann. § 41-13-10(c).]  It 

consists of two hospitals . . . [and] five primary care clinics . . . , [and] [i]t 

employs about 2,400 people.”   SRHS is the largest employer in Jackson 

County.  County Supervisors appoint seven of the nine members of the SRHS 

Board; the Chief of Staff and Chief-elect of SRHS occupy the other two seats.  

See Miss. Code. Ann. § 41-13-29.  SRHS created the Employees’ Retirement 

Plan and Trust (the “Plan”) in 1983 as a successor to the Public Employees’ 

Retirement System of Mississippi.    

 Since 2008, the most recent version of the Plan has required employees 

to contribute three percent of their salaries to the Plan.  Further, SRHS “shall 

have the sole responsibility for making the [actuarially determined] 
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contributions necessary to provide benefits under the Plan, as administered by 

the Board of Trustees of [SRHS].”  Finally, although the Plan states that it was 

established in confidence that it would continue indefinitely, SRHS “reserve[s] 

the right to terminate the Plan . . . , in whole or in part, at any time.” 

SRHS’s finances became increasingly imperiled during the 2008 

recession and with the reduction of federal assistance.  Consequently, and 

without informing the employees, SRHS failed to make all but one of its 

contributions needed to maintain the Plan’s fiscal integrity from 2009 to 2014.  

In late November 2014, the hospital Board, together with executives and 

counsel, decided to liquidate the Plan.  On December 1, 2014, SRHS announced 

it was freezing the Plan and, “[i]n the coming months, the Plan will be officially 

liquidated.”  At that point, there were over three thousand Plan participants, 

both current and past employees, of whom approximately 600 were retirees 

receiving monthly payments. 

Counsel for retirees, many of whom have become Objectors to the 

proposed settlement, immediately sought injunctive relief in the Jackson 

County Chancery Court, which ordered SRHS not to terminate the Plan.   Since 

that date, however, the Plan has remained “frozen” in that no contributions 

have been made by employees or SRHS.  Plan assets are being steadily 

depleted, however, because benefit payments to retirees have continued 

without interruption.  In August 2015, the Chancery court held SRHS indebted 

as a matter of law to the Plan for the missed contributions plus lost earnings, 

a sum exceeding $55 million. 

Numerous lawsuits were soon filed in state and federal court after the 

announced termination of the Plan.  Pertinent here are three Rule 23 class 

actions commenced and later consolidated in the federal district court, styled 
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as the Jones, Cobb, and Lowe cases.1  The operative complaint in the lead case, 

Jones, names as defendants the Singing River Health Services Foundation, 

Singing River Health System Foundation, Singing River Hospital System 

Foundation, Inc., Singing River Hospital System Employee Benefit Fund, Inc., 

and Singing River Hospital System (collectively, “SRHS Defendants”), along 

with various individual SRHS executives and members of SRHS’s Board of 

Trustees.  KPMG, LLP, and Transamerica Retirement Solutions Corporation, 

advisers and administrators of the Plan, also were joined as defendants.  See 

Jones v. Singing River Health Sys., No. 1:14-CV-447, 2016 WL 6106521 (S.D. 

Miss. June 2, 2016).2  The Jones complaint alleged multiple causes of action 

for, inter alia, state and federal constitutional violations, federal law breaches 

of ERISA, and state law claims for breach of contract, fraud, and breach of 

fiduciary duty.  See id.   

 Expedited discovery led to the production of “thousands of pages of SRHS 

financial documents” that enabled the plaintiffs’ retained CPA expert to 

calculate the missed contributions and associated lost Plan earnings.  The 

district court appointed former Chief United States Bankruptcy Judge for the 

Northern District of Mississippi, David M. Houston, as a mediator, and several 

mediation sessions, open to various counsel including those of the Objectors, 

occurred over the next several months.    

 When the Jones Plaintiffs moved for preliminary approval of a 

settlement, the court granted the motion, conditionally certified the class, and 

approved procedures for notifying class members, who include all current and 

                                         
1 A fourth class putative action was stayed pending resolution of this settlement. 
 
2 Claims against KPMG, LLP and Transamerica Retirement Solutions Corporations 

remain pending in the district court.  The district court did not err in denying KPMG’s motion 
to compel arbitration as to the Lowe plaintiffs. See Jones v. Singing River Health Servs. 
Found., 674 F. App’x 382 (5th Cir. 2017) (affirming the district court judgment).  
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former employee Plan participants, their spouses, alternate payees, death 

beneficiaries, or “any other person to whom a plan benefit may be owed.”  

On April 1, 2016, the Plaintiffs moved for approval of the final settlement 

(the “Settlement Agreement”).  The Settlement Agreement contains the 

following terms specifically touted in the district court opinion: 

• SRHS must deposit a total of $149,950,000 into the retirement 
trust under a thirty-five year schedule.  According to the testimony 
of the Plaintiff’s accountant, the present value of this sum equals 
the $55 million sum owed by SRHS to the Plan for missed 
contributions and lost earnings from 2009-14, calculated with a six 
percent discount rate. 

 
• Jackson County, Mississippi, will pay SRHS $13,600,000 over 

eight years “[t]o support the indigent care and principally to 
prevent default on a bond issue by supporting the operations of 
SRHS.”  Jackson County earlier guaranteed the bond issue; 

 
• SRHS will pay attorneys’ fees of $6.45 million and expenses up to 

$125,000 of all Plaintiffs’ counsel;  
 

• SRHS will pay incentive awards to the individual class 
representatives in an amount totaling $12,500; 

 
• The parties will jointly petition the Chancery Court of Jackson 

County for an order that requires the Plan to be monitored by that 
court for the duration of the payment schedule; 

 
• SRHS’s CFO will give quarterly reports to Stephen Simpson, the 

Special Fiduciary appointed by the Chancery Court to oversee the 
Plan; 

 
• Any adjustment to the Plan can only be made with the 

recommendation of the Special Fiduciary and approval of the 
Chancery Court after 60 days’ notice to Class Members and an 
opportunity for hearing;  

 
• Plan distributions can only be changed or terminated with the 

approval of Simpson and the Chancery Court; 
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• If SRHS recovers money from other entities or individuals, e.g., 
KPMG or Transamerica, Simpson can petition the Chancery Court 
to accelerate SRHS’s payments; 
 

• In the event of SRHS’s default on its payment obligations, there 
will be a proceeding in the Chancery Court, and that court can 
enter judgment on ten days’ notice for the unpaid balance. 

See Jones, 2016 WL 6106521, at *3–5 (district court opinion summarizing the 

Settlement Agreement).  The Settlement Agreement preserves the rights of 

“all parties,” the plaintiffs and SRHS, to pursue claims against corporate 

entities like KPMG and Transamerica.  However, the SRHS entities, all 

individual defendants associated with those entities, and Jackson County 

(although not a party to the lawsuits) are released broadly from any possible 

claims.   Jones, 2016 WL 6106521, at *5.  Further, as a result of the settlement 

negotiations, a majority of the SRHS Board resigned, and Jackson County 

retained a turnaround firm to improve SRHS operations and long term 

financial stability. 

Additional important features of the Settlement Agreement not 

mentioned in the court’s opinion are the following: 

• There is no collateral or security for the payments owed the Plan by 
either SRHS or Jackson County; these are wholly unsecured 
promises to pay.  
 

• The schedule of payments, Ex. A to the settlement agreement, calls 
for SRHS to make full payout of the Plaintiffs’ attorney fees and 
expenses (over $6.5 million) by the end of September 2018.  
 

• According to the Ex. A payment schedule, SRHS must pay the Plan 
$6.4 million by September 2017.  Then SRHS commits to pay annual 
amounts totaling $2.4 million for the next two years (through 2019), 
escalating to $4.2 million from 2020 to 2023.  Payments totaling $5.7 
million are due in 2024, and annual payments of $4.5 million follow 
until completion of the payout in 2051.  Id. 
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• Jackson County owes, under Ex. A, $5.2 million through September 
2017, followed by annual payments of $1.2 million through 2024. 

 
• If SRHS obtains payments in litigation against KPMG, 

Transamerica, or insurers in connection with these matters, Simpson 
“may petition the Chancery Court to accelerate the payment 
schedule,” and SRHS may oppose that request.  Any such recoveries, 
in other words, do not automatically accrue to the benefit of the Plan, 
nor will they benefit the Plan in addition to the amounts SRHS must 
pay. 

 
• Although approval of any changes in distribution, Plan restructuring 

and/or Plan termination require approval of Simpson and the 
Chancery Court, that paragraph of the settlement agreement begins 
by stating: “The payment of the SRHS Consideration may require 
modification of the Plan to equitably distribute the benefits paid.”  

 
 Attorneys Earl L. Denham and W. Harvey Barton represent 245 

Objectors to the settlement agreement, about 200 of whom are retirees 

currently receiving benefits under the Plan and, in many cases, substantially 

depending on those benefits.  Their clients comprise about one-third of the 

Plan’s current beneficiaries.  The Objectors argued the “settlement is illusory, 

provides no real protection for class members, and lacks any specificity as to 

how different class members will be treated should the class be certified and 

the settlement approved.”  They also maintained the class did not meet the 

requirements for certification, and a release of Jackson County was improper.  

The SRHS Defendants and  Plaintiffs supported the Settlement Agreement as 

the only alternative to lengthy, costly litigation; the only vehicle for obtaining 

a contribution from Jackson County; and the only feasible way to obtain some 

reimbursement from the still-financially precarious SRHS.  

  The district court held a fairness hearing on the Settlement Agreement 

on May 16–17, 2016 (“Fairness Hearing”), at which thirteen live witnesses 

testified.  Lee Bond, CFO of SRHS, testified about the financial stability of 
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SRHS, the Settlement Agreement, and how the settlement will affect the 

Singing River hospital system.  Wayne Allen Carroll, Jr., an accountant with 

experience auditing employee benefit plans, testified about how he calculated 

the value of the missed annual required contributions between 2009 and 2014.  

Carroll valued the missed contributions at $55,714,784.  Because the hospital 

did not have the present ability to make that payment, the settlement sets 

forth a payment schedule over a thirty-five year period.  Accordingly, the total 

amount to be paid was adjusted to $149,950,000 to account for the present 

value of the missed contributions. 

 Three of the five class representatives, Joseph Lohfink, Hazel Thomas, 

and Sue Beavers, also testified in support of the settlement at the Fairness 

Hearing.  The Objectors offered testimony of members of their group in 

opposition.  Attorney Stephen Simpson, the Special Fiduciary in the Chancery 

Court proceeding, was permitted to make a brief statement supporting the 

Settlement Agreement.  In so doing, he noted that he had “requested and 

reviewed preliminary benefit payout models, based upon certain assumptions, 

including the consideration proposed in the settlement.”  The court denied 

Objectors’ request to cross-examine Simpson, and it rejected the request to 

recall Bond as an adverse witness and to call SRHS Comptroller Craig 

Summerlin. 

 On June 2, 2016, the district court entered a memorandum opinion and 

order granting the motion for final approval of the class action settlement.  See 

Jones, 2016 WL 6106521.  After carefully considering the issues, the court 

determined that the settlement “is fair, reasonable and adequate, is ordered 

finally approved, and shall be consummated in accordance with its terms and 

provisions.”  The class was certified pursuant to Fed. Rule Civ. Pro. 23(b)(1)(A), 

which authorizes non-opt-out class actions where “prosecuting separate 

actions by or against individual class members would create a risk of . . . 
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inconsistent or varying adjudications . . . that would establish incompatible 

standards of conduct for the party opposing the class . . . .”  Determining that 

there was no just reason for delay, the district court entered partial final 

judgment under Rule 54(b) as to the claims against the settling defendants.  

The Objectors timely appealed.3 

STANDARD OF REVIEW 

“The abuse-of-discretion standard governs this court’s review of both the 

district court’s certification of the class and its approval of the settlement under 

Rule 23.”  In re Deepwater Horizon, 739 F.3d 790, 798 (5th Cir. 2014).  See also 

Newby v. Enron Corp., 394 F.3d 296, 300 (5th Cir. 2004) (“A district court’s 

approval of a class action settlement may be set aside only for abuse of 

discretion.”).  “Implicit in this deferential standard is a recognition of the 

essentially factual basis of the certification inquiry and of the district court’s 

inherent power to manage and control pending litigation.”  Allison v. Citgo 

Petrol. Corp., 151 F.3d 402, 408 (5th Cir. 1998).  Whether the district court 

                                         
3 This court has appellate jurisdiction under 28 U.S.C. § 1291.  The district court 

properly exercised subject matter jurisdiction over this dispute.  See 28 U.S.C. §§ 1331, 
1332(d)(2), 1367(a).   The Jones complaint alleged federal claims under the United States 
Constitution, 42 U.S.C. § 1983, and ERISA.  The Cobb complaint alleged federal claims under 
42 U.S.C. § 1983 and ERISA.  Despite allegations under ERISA, the plan is a governmental 
plan, and thus is exempt from ERISA.  29 U.S.C. § 1003(b)(1);  The Lowe complaint, however, 
alleged jurisdiction under the Class Action Fairness Act (CAFA), 28 U.S.C. § 1332(d).  The 
amount in controversy exceeds $5 million, one or more of the Defendants are non-residents 
of the State of Mississippi, and members of the class are also non-residents of the State or 
Mississippi. 28 U.S.C. § 1332 (Diversity-CAFA).  See Frazier v. Pioneer Americas LLC, 
455 F.3d 542, 546–47 (5th Cir. 2006) (holding the state action bar to CAFA jurisdiction 
applies only where all primary defendants are states, state officials, or other governmental 
entities against whom the district court may be foreclosed from ordering relief).   
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applied the correct legal standard in its consideration of the settlement is 

reviewed de novo.  Deepwater Horizon, 739 F.3d at 798.  

DISCUSSION 

 Under Rule 23, a court must hold a hearing to consider whether a 

proposed class action settlement is “fair, reasonable, and adequate.”  Fed. R. 

Civ. P. 23(e)(2).  At the fairness hearing, “[o]bjectors have a right to be heard, 

but a fairness hearing is not a full trial proceeding.”  Union Asset Mgmt. 

Holding A.G. v. Dell, Inc., 669 F.3d 632, 641 (5th Cir. 2012).  Nevertheless, 

“district judges must . . . exercise the highest degree of vigilance in scrutinizing 

proposed settlements of class actions to consider whether the settlement is fair, 

adequate, and reasonable, and not a product of collusion.”  Mirfasihi v. Fleet 

Mortg. Corp., 450 F.3d 745, 748 (7th Cir. 2006) (internal quotation marks 

omitted).  This court has set forth a six-factor test (the “Reed Test”), to 

determine the appropriateness of a proposed settlement:  

(1) the existence of fraud or collusion behind the settlement; (2) the 
complexity, expense, and likely duration of the litigation; (3) the stage 
of the proceedings and the amount of discovery completed; (4) the 
probability of plaintiffs’ success on the merits; (5) the range of possible 
recovery; and (6) the opinions of the class counsel, class 
representatives, and absent class members. 

Reed v. Gen. Motors Corp., 703 F.2d 170, 172 (5th Cir. 1983) (citation omitted).   

 The district court considered each of the elements of class certification 

as well as the Reed factors, all of which, it found, weigh in favor of approving 

the proposed settlement.  The court’s treatment of the individual Reed factors 

will be discussed infra as pertinent to the issues on appeal.   

On appeal, the Objectors challenge the class certification and the court’s 

approval of the settlement.  Specifically, they assert that the district court 

abused its discretion by (1) ignoring evidence of collusion and by failing to order 

further discovery; (2) finding the Settlement Agreement was fair, reasonable, 
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and adequate although its future payments to Plan participants are uncertain, 

SRHS was not required to reimburse contributions owed to the Plan through 

2016, and a large number of class members object; (3) overlooking perjury and 

the alleged destruction of documents; (4) approving the release of Jackson 

County; (5) approving the settlement where “there is known pending 

litigation” against Jackson County; and (6) admitting “testimony” of Simpson 

at the fairness hearing without cross-examination.  Each issue will be 

discussed in turn. 

I. 

 The Objectors maintain that the district court improperly certified the 

class under Rule 23.  Class certification under Rule 23 has four requirements: 

(1) numerosity; (2) commonality; (3) typicality; and (4) adequacy of 

representation.  Fed. R. Civ. P. 23(a); see also Ibe v. Jones, 836 F.3d 516, 528 

(5th Cir. 2016).  The burden is on the party seeking certification to satisfy these 

requirements.  See Wal-Mart Stores, Inc. v. Dukes, 564 U.S. 338, 345, 131 S. Ct. 

2548 (2011).   

 The Objectors challenge only the fourth requirement: the adequacy of 

both class counsel and class representatives.  The Objectors challenge the zeal 

and competence of class counsel by questioning many of the decisions made by 

class counsel, including the fact that counsel did not pursue damages beyond 

2014.4  The Objectors also argue there was no evidence that class counsel met 

with class representatives to explain the settlement, no evidence that counsel 

produced any detailed documentation that would allow class members to 

                                         
4 Objectors also argue the fact that one of the class representative’s names (Rodolfo A. 

Rel) was misspelled in some of the pleadings shows counsel’s inadequacy, but as the district 
held, “a typographical error is insufficient evidence that the attorney-class representative 
relationship was lacking.”  
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understand the settlement, and no evidence provided to the district court on 

how or how much the settlement will pay out to each class member. 

 The district court explained that the class counsel were experienced in 

complex litigation and qualified to represent the interests of the proposed class.  

In regard to the representatives themselves, the district court found that the 

class representatives have the same interest and desire as the rest of the 

proposed class to receive retirement benefits as promised by the Plan, and 

there was no evidence that the class representatives suffer from a conflict of 

interest.  The court concluded the representatives would adequately represent 

the interests of the class. 

 Under Rule 23(a)(4), “the representative parties [must] fairly and 

adequately protect the interest of the class.”  Fed. R. Civ. P. 23(a)(4).  

Rule 23(a)(4) involves examination of both the representatives’ counsel and the 

representatives themselves.  See Horton v. Goose Creek Indep. Sch. Dist., 

690 F.2d 470, 484 (5th Cir. 1982).  More specifically, “[t]he adequacy 

requirement mandates an inquiry into the zeal and competence of the 

representative’s counsel and into the willingness and ability of the 

representative to take an active role in and control the litigation and to protect 

the interests of absentees.”  Id.  “The adequacy inquiry also ‘serves to uncover 

conflicts of interest between the named plaintiffs and the class they seek to 

represent.’”  Berger v. Compaq Comput. Corp., 257 F.3d 475, 479–80 (5th Cir. 

2001) (quoting Amchem Prods., Inc. v. Windsor, 521 U.S. 591, 625, 117 S. Ct. 

2231, 2251 (1997)).   

 Class counsels’ decision not to pursue damages after 2014 was based on 

the legal uncertainty whether the class could prevail on claims for additional 

amounts unpaid by SRHS into the Plan, and the greater practical concern  

whether SRHS could financially make any additional commitment (discussed 

infra) beyond restoring the missed payments from 2009 to 2014.  In the face of 
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this rational calculation, the Objectors are incorrect that limiting the litigation 

in this way demonstrates class counsel’s inadequacy. 

 The Objectors’ contention that there was no evidence that class counsel 

met with class representatives is refuted by their testimony at the fairness 

hearing, as is the contention that the representatives did not understand the 

Settlement Agreement.  Objectors’ third contention, which concerns the 

production of documents to the district court, is not relevant to the issue of 

adequacy of representation.  Accordingly, this case is distinguishable from 

those in which class representatives were inadequate.  See Amchem, 521 U.S. 

at 626–28, 117 S. Ct. at 2251 (class members were inadequate where they had 

diverse, conflicting interests in receiving medical payments).  The district court 

did not abuse its discretion in determining that class representation was 

adequate for certification. 

II. 

 Pertinent to the first Reed factor concerning the settlement, the 

Objectors argue that there was evidence of collusion between class counsel and 

the defendants sufficient to warrant disapproving the Settlement Agreement. 

Without citing the state court record, the Objectors emphasize numerous 

curious events in the state court proceedings—ex parte meetings, one judge’s 

refusal to recuse, denied discovery requests, alleged improper handling of 

signed orders, and alleged conflicts.  Positing a quid pro quo for counsels’ less 

than zealous negotiations, they also question the circumstances that led to a 

stipulation of class counsel fees within the Settlement Agreement. 

 The district court found no evidence of collusion or fraud under Reed.  

The time to present evidence regarding collusion would have been at the 

fairness hearing.  See Reed, 703 F.2d at 172.  Despite the court’s admonishing 

Objectors’ counsel to substantiate their allegations with competent evidence at 

least four times during the fairness hearing, the Objectors presented none.  
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Their request for additional discovery was thus a fishing expedition that the 

court justifiably preempted. 

Moreover, the district court, rightly concerned about the implications of 

the “clear sailing” fee agreement5 between class counsel and the SRHS 

defendants, applied a heightened standard of care in examining the allegations 

of collusion.  In re Bluetooth Headset Litig., 654 F.3d 935, 946 (9th Cir. 2011).  

After careful review of these contentions, the court found that none of the 

allegations presented proved collusion.  State court discovery decisions, and an 

allegedly ex parte meeting among SRHS counsel, class counsel and the state 

court that postdated the Settlement Agreement do not raise a fact issue 

regarding collusion.  The court also rejected Objectors’ contention that the 

settlement was collusively produced because an attorney for SRHS 

represented a former member of the SRHS Board of Trustees during a state 

court deposition; Objectors failed to show that, even if a conflict of interest 

existed, the settlement negotiations themselves were unfair or collusive.  

 To the contrary, the district court relied heavily on the fact that a well-

recognized neutral mediator oversaw settlement negotiations of the federal 

cases to ensure they were conducted at arms’ length.  That mediator’s  affidavit 

affirmed that, “[a]t all times, the participating parties’ negotiations were civil, 

professional, but hard fought.  The negotiations were conducted at arm’s length 

without collusion.”  The involvement of “an experienced and well-known” 

mediator “is also a strong indicator of procedural fairness.”  Morris v. Affinity 

                                         
5 The district court cited the following definition of a clear sailing clause:  “A 

compromise in which the defendant agrees not to contest the amount awarded by the court 
presiding over the settlement as long as the award falls beneath a negotiated ceiling.” 
William D. Henderson, Clear Sailing Agreements: A Special Form of Collusion in Class 
Settlements, 77 Tul. L. Rev. 813, 813 (Mar. 2003).  The use of a clear sailing provision is 
recognized as a red flag regarding arms-length class action settlement negotiations, but it 
does not automatically justify a finding of collusion.  See, e.g., Gooch v. Life Ins. Co. of Am., 
672 F.3d 402, 426 (6th Cir. 2012). 

      Case: 16-60550      Document: 00514091737     Page: 15     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 43     Date Filed: 08/09/2017



No. 16-60550 

16 

Health Plan, Inc., 859 F. Supp. 2d 611, 618 (S.D.N.Y. 2012).  See also La Fleur 

v. Med. Mgmt. Int’l, Inc., 2014 WL 2967475, at *4 (C.D. Cal. June 25, 2014) 

(“Settlements reached with the help of a mediator are likely non-collusive”).  

 “Because Appellants have pointed to no record evidence that contradicts 

this finding . . . [,]  we reject their contention that collusion was present in the 

settlement negotiations.”  Ayers v. Thompson, 358 F.3d 356, 369 (5th Cir. 

2004).  The district court did not clearly err or abuse its discretion in holding 

that the proposed settled was not the product of collusion or fraud.6 

III. 

 The Objectors next argue that the Settlement Agreement is not fair, 

reasonable, or adequate.  Their contentions embrace several of the Reed 

factors, including the court’s estimate of the complexity and expense of ongoing 

litigation (factor 2); the probability of plaintiffs’ success on the merits (factor 

3); and the range of possible recovery (factor 5).  Numerous individual points 

are made, a number of which are articulated for the first time in this court.  

One of their principal propositions is that the court evaluated only the terms 

of SRHS’s reimbursing the Plan without considering how the settlement would 

affect individual beneficiaries.  A second proposition is that no evidence at the 

fairness hearing demonstrated how SRHS will comply with its payment 

obligations in the future or how the Plan’s inevitable termination will affect 

the class members.7  Objectors also claim that the Settlement Agreement lacks 

                                         
6 In upholding the district court’s ruling on this point, we neither comment on nor 

affirm the integrity of the state proceedings.  Some of the Objectors’ allegations about those 
proceedings are provocative, to be sure, and raise issues that may potentially bear on the 
status of the Plan and SRHS payments in the future.  But any possible state court 
irregularities did not influence the class action settlement negotiations overseen by the 
district court and its experienced mediator. 

 
7 The Objectors also claim that the district court’s preliminary certification of the class 

action as a “limited fund” under Rule 23(b)(1) was in error.  Similarly, Objectors argue 
without citing any authority that the Settlement Agreement is not fair because it did not 
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adequate safeguards for future declines in the financial health of SRHS.  These 

are serious arguments that go to the heart of the settlement’s consequences for 

the plaintiffs and thus to its fairness and adequacy. 

 Because the district court’s discussion focused too narrowly on SRHS’s 

proffered payments, we will vacate and remand for further elucidation of 

points relevant to the hospital’s ability to sustain the promised settlement 

payments, how the settlement affects the plaintiffs, and why class counsel 

should receive their multimillion dollar fees up-front while significant 

uncertainty surrounds SRHS’s future compliance.  In this section, we also 

reject other complaints objectors make against the settlement. 

A. 

 “The court must be assured that the settlement secures an adequate 

advantage for the class in return for the surrender of litigation rights against 

the defendants.”  In re Katrina Canal Breaches Litig., 628 F.3d 185, 195 (5th 

Cir. 2010).  “A district court faced with a proposed settlement must compare 

its terms with the likely rewards the class would have received following a 

successful trial of the case.”  Reed, 703 F.2d at 172.  This inquiry may also 

involve whether or not the defendant had the financial means to pay a greater 

judgment than the settlement agreement.  Settlements have been considered 

fair when “there would be almost insurmountable problems collecting any 

judgment against the Settling Defendants” due to their “financial insolvency.”  

Newby, 394 F.3d at 302.  The Objectors take issue with the district court’s 

                                         
contain an opt-out provision.  However, the District Court ultimately certified this class 
under, Rule 23(b)(1)(A), as “a mandatory settlement class,”  Objectors have not briefed the 
propriety of this legal determination, and it is waived.  

      Case: 16-60550      Document: 00514091737     Page: 17     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 45     Date Filed: 08/09/2017



No. 16-60550 

18 

opening comment at the fairness hearing that, “even bad settlements are better 

than protracted litigation.” 

 Objectors initially challenge the fairness and adequacy of the Settlement 

Agreement because the settling parties concededly provided no information 

regarding the actual payments retirees would receive in the future under the 

agreement.  Appealing on behalf of their clients, many of whom currently rely 

on the Plan’s retirement payments, the Objectors urge that SRHS and the class 

counsel had a duty to inform the class members transparently about how the 

settlement would affect their individual financial positions in the future.  How 

much could they expect to receive compared with the implicit promise of 

lifetime guaranteed payments embodied in the defined benefits Plan?  This is 

a legitimate question, albeit one that is fraught with contingencies and could 

not readily have been answered for each of over three thousand Plan 

participants.  Instead, the settlement proponents’ testimony assured that 

given SRHS’s desperate financial straits, whatever the hospital could promise 

simply to make up its contribution shortfalls from 2009-14 was all that class 

members, individually or collectively, could expect.  The district court accepted 

this bit-of-a-loaf-is-better-than-none approach and rejected Objectors’ 

contention that more disclosure was required concerning the Settlement’s 

impact on Plan participants. 

In addition, the testimony taken as a whole was remarkably vague about 

SRHS’s future ability to fund its share of payments as well as the results to 

retirees and other class members if it did not.  The court’s very brief treatment 

of these issues in its opinion chose to credit boilerplate summations by the 

hospitals’ CFO Lee Bond that SRHS “should be able” to make its scheduled 

settlement payments, and “[a]pproval of the settlement would result in an 

immediate contribution to the Plan and subsequent scheduled contributions 

that would have the potential to generate earnings for the Plan.”  Jones, 
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2016 WL 6106521 at *15.  The court balanced this “potential” against the 

ongoing litigation costs for “over 150 lawsuits,” the present inability of SRHS 

to pay its judgment of over $55 million, and the resulting uncertainty of any 

recovery absent a settlement.  Id.  The court concluded that the “proposed 

settlement recovery . . . replaces one hundred percent of the missed 2009 

through 2014 contributions.”  Id.  The court should have noted, and required 

the proponents to address, the significant qualifications to this “one hundred 

percent” forecast. 

According to Bond, SRHS’s financial condition, as of the date of the 

fairness opinion, had moved from unsustainable (losing $39 million annually) 

in 2014 to a very small positive margin (a few hundred thousand) in mid-2016.  

Under Bond’s stewardship over two years, SRHS had built up a necessary 65-

day cash operating reserve of $51 million, whereas it had less than 30 days 

cash on hand when he arrived.  In favor of the settlement, SRHS was incurring 

over a hundred thousand in attorneys’ fees every month, and the Plan, as 

frozen, will run out of money to pay claims in 2024.  Against this improving 

picture, however, cross-examination elicited that without Jackson County’s 

contribution SRHS “probably [can]not” pay even the $6.5 million class counsel 

fees as scheduled and approved by the court. As to the settlement, he opined 

that “those payments or some form of payments can be made” by SRHS to 

reimburse the Plan.  The hospital had negative equity exceeding $136 million 

at that time.  Further, the most recent auditor’s report for SRHS, covering 

fiscal year 2015 and introduced for the hearing, showed that the Plan had 

about $137 million in assets, but approximately $441 million in projected 

liabilities, and had been paying out over $1 million each month in benefits.  

These facts tend to support the necessity of some settlement, but they do 

not address whether over the extraordinarily lengthy 35-year contemplated 

term, SRHS, still in precarious shape, will be able to handle the escalating 
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annual installment payments.8  The Settlement Agreement’s payment 

obligations are no more than unsecured contractual obligations of SRHS (and 

Jackson County); there is no collateral to support them or incentivize payments 

to the Plan over those to other unsecured creditors.  Multimillion dollar 

payments for attorneys’ fees (over $6.5 million) and installments to the Plan 

($6.4 million) are due from SRHS by September 2018, but the system’s net 

operating revenue was recently less than a million dollars.  In 2024, SRHS 

owes the Plan $5.7 million and thereafter until 2051 $4.5 million annually.  

Jackson County’s initial contribution to the settlement and annual $1.2 million 

payments raise additional doubts, as these were variously explained to support 

either indigent care (running at $40 million annually according to Bond) or 

municipal bond obligations that had been guaranteed by the County.  Either 

way, this is not much of a “contribution.”   

Perhaps the most intriguing fact is that class counsel arranged for their 

agreed, complete payout of fees from SRHS before the end of 2018, and thus 

alleviated any significant future risk of nonpayment.  Meanwhile, the Plan 

participants bear considerable risk and, worse, uncertainty.  As the record 

stands, SRHS’s future ability to make escalating annual payments to the Plan 

over thirty-five years is arguable, and that question compounds with 

demographic reality as more plaintiffs approach eligibility for retirement 

benefits.  That counsel assured themselves a multimillion-dollar bird in hand, 

while leaving the class members two in the bush, is disturbing.  If they were 

confident about SRHS’s ability to comply with the settlement, they could have 

accepted payments over its prescribed duration.  Doing so would also have 

freed up more cash for an up-front contribution by SRHS to the Plan and, thus, 

                                         
8 The court refused Objectors’ request to recall Bond for additional testimony about 

the Settlement. 
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the class members.  This situation is reminiscent of justly derided class action 

settlements where counsel take home substantial fees while the class members 

receive worthless coupons.  Without more information about the viability and 

nature of payout prospects for class members under the settlement’s terms, 

class counsel’s agreed payout is dubious. 

Another factor bearing on the financial fairness of the settlement is that 

SRHS’s recoveries, if any, from SRHS from KPMG and Transamerica are not 

treated as sums owed directly to the Plan but may be petitioned to be used to 

reduce SRHS’s Plan payments.  Also, rather than enable class members to 

share in any improvement in SRHS’s financial fortunes, the Settlement 

Agreement allows SRHS to reduce its obligated payments ahead of schedule, 

if it is able, with a very favorable discount rate.  In essence, SRHS’s accelerated 

payments would reduce its overall liability and thus the amounts payable to 

class members as returns on the Plan’s assets would accrue at a lower rate.  

Perhaps these provisions were regarded as safeguards with little potential 

impact on the settlement, or perhaps they were intended as indirect means of 

forestalling SRHS’s longer-term payment defaults, but they were not explored 

at the hearing. 

The fiscal doubts about payments even in the relatively near term 

heightened the need for an inquiry into the sufficiency of Plan assets to make 

promised payments to Plan beneficiaries because they come due over, say, the 

coming ten to fifteen years.  There is no assurance in the record that the Plan 

will not run out of money to pay the class members’ claims well before 2051.  

The class members, especially current retirees, were owed something more 

than legal provisions enabling a speedy Chancery Court judgment for failed 

SRHS Settlement payments and a vague statement that changes in Plan 

distribution terms would be subject to notice and hearing.   Money judgments 

are worthless if they cannot be enforced.  Without foreknowledge of the possible 

      Case: 16-60550      Document: 00514091737     Page: 21     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 49     Date Filed: 08/09/2017



No. 16-60550 

22 

timing of payment crises, and the possible results in the event of payment 

defaults, class members have no way to plan their futures.  Finally, as 

Objectors point out, the confirmed settlement dispenses with SRHS’s 

significant ongoing litigation costs, but because of the clear possibility that 

future litigation will occur in the Chancery Court over a missed payment, or 

changes in distributions, or formal termination and liquidation of the Plan, the 

class members will continue to need representation.  Even though the 

Settlement may have been justified as a matter of necessity, the class members 

were entitled to greater transparency about its weaknesses. 

For the foregoing reasons, we vacate and remand for the development of 

further information in regard to the settlement. 

B. 

The Objectors also argue that the Settlement Agreement was unfair and 

inadequate because it did not include the value of missed contributions in 2015, 

2016, and at least to the conclusion of the fairness hearing.  The district court 

held that the tenuous possibilities that the class would receive, or SRHS would 

be able to pay, a larger verdict were not sufficient grounds for rejecting the 

proposed settlement.  By its terms, the Plan could have been terminated in 

2014 and might not have been liable at all for subsequent contributions.  On 

the other hand, a judgment required SRHS to reimburse the Plan for 

contributions missed from 2009-14.  Although the Plan is not formally 

terminated, it is not “open” at this time as the Objectors assert; theirs is a 

litigating position, and a weak one at that.  The court’s legitimate doubts that 

the class could prevail on any post-2014 claim, whether in contract or tort, for 

missed Plan payments support its conclusion that the settlement was fair and 

adequate.  See Ayers, 358 F.3d at 370–73 (discussing the probability of success 

on the merits); Parker v. Anderson, 667 F.2d 1204, 1209–10 (5th Cir. 1982). 

The court’s skepticism that these additional amounts could hardly be paid 
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anyway is borne out by the record and further justified approval of this aspect 

of the settlement.  

C. 

 The Objectors also contend that the number of Objectors to the 

settlement warrants its disapproval.  “[V]ast class dissatisfaction with the 

settlement” can require a district court to withhold approval of the agreement. 

Reed, 703 F.2d at 174 (citing Pettway v. Am. Cast Iron Pipe Co., 576 F.2d 1157, 

1214–19 (5th Cir. 1978) (disapproving settlement agreement to which 

70 percent of class members objected).  However, “[a] settlement can be fair 

notwithstanding a large number of class members who oppose it.”  Cotton v. 

Hinton, 559 F.2d 1326, 1331 (5th Cir. 1977).  At the end of the day, it is not the 

number of Objectors but the quality of their objections that should guide the 

court’s review.  “[A] settlement is not fair where all the cash goes to expenses 

and lawyers, and the [class] members receive only discounts of dubious value.”  

In re Katrina Canal Breaches Litig., 628 F.3d at 195 (citing In re Compact Disc 

Minimum Advertised Price Antitrust Litig., 216 F.R.D. 197, 221 (D. Me. 2003)) 

(alterations in original). 

 According to the district court, roughly 205 individuals objected, from 

among 3,076 class members.  The Objectors comprise only 6.66% of the class 

although they constitute about one-third of the retirees currently receiving 

Plan payments.  Regardless, courts have approved of settlements with much 

higher percentages of Objectors.  Salinas v. Roadway Express, Inc., 802 F.2d 

787, 790 (5th Cir. 1986) (34% of known class members objected); Reed, 703 F.2d 

at 174 (number of objections nearly 40%).  Therefore, the number of Objectors 

to the Settlement Agreement does not demonstrate unfairness. 

IV. 

Contrary to their concerns about SRHS’s ability to make future 

payments, the Objectors complain that the district court refused to invoke 
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stern sanctions, up to and including dismissal of the class actions, because of 

alleged perjury by Bond about financial documents the Objectors claim were 

shredded.  Such documents, they claim, would have revealed that SRHS is now 

returned to fiscal solvency and therefore able to bear a verdict for its missed 

contributions.  Yet the district court thwarted their attempt to thoroughly 

cross-examine Bond about shredding documents, and they were not allowed to 

offer witness Rachel Thompson, an SRHS employee, who claimed to have 

witnessed a unique event in which locked boxes of SRHS financial documents 

were delivered for shredding.  

 Extensive discovery assures the court the parties have a good 

understanding of the likely outcomes and their expected value, while 

reinforcing adversarial bona fides against collusion or conspiracy.  This issue 

pertains to Reed factors 1 and 3.  Reed, 703 F.2d at 172.  Thus, “if the record 

points unmistakably toward the conclusion that the settlement was the 

product of uneducated guesswork, a court may be acting within its discretion 

in disapproving the agreement without ever considering whether the 

agreement’s terms are adequate.”  In re Corrugated Container Antitrust Litig., 

643 F.2d 195, 211 (5th Cir. 1981).  But the lack of discovery is not necessarily 

fatal to a settlement agreement, provided the parties demonstrate the case 

“cannot be characterized as an instance of the unscrupulous leading the blind.”  

Cotton, 559 F.2d at 1332.  “[T]he trial court is entitled to rely upon the 

judgment of experienced counsel for the parties.”  Id. at 1330.  The quality and 

experience of the lawyering is thus “something of a proxy for both 

‘trustworthiness’ and ‘reasonableness’—that is, if experienced counsel reached 

this settlement, the court may trust that the terms are reasonable in ways that 

it might not had the settlement been reached by lawyers with less experience 

in class action litigation.”  Newberg on Class Actions, § 13:53 (5th ed., updated 

Dec. 2016). 
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 The Objectors have not made out a case for perjury or discovery 

violations.  The district court asked Bond directly whether he had shredded 

financial documents, and Bond testified unequivocally that neither he nor 

anyone under his direction shredded any documents.  At the fairness hearing, 

Carroll, the expert CPA, testified that he had reviewed the financial 

information of SRHS when assessing the loss to the Plan,  up to and including 

SRHS audited financial statements for the years ending September 30, 2003-

2014.  Objectors challenge the information he relied on as potentially 

incomplete, but they do not have any supporting evidence for their suspicion.   

 “[T]he trial court may limit its proceeding to whatever is necessary to aid 

it in reaching an informed, just and reasoned decision.”  Cotton, 559 F.2d at 

1331.  As the settlement proponents note, nearly two hundred thousand pages 

of financial information were produced during discovery.  Without some 

evidence of such alleged misconduct beyond Thompson’s speculation, and some 

showing of how shredding affected the case, the district court did not abuse its 

discretion by refusing Thompson’s testimony.9 

V. 

 Throughout their appellate brief, the Objectors contend that the district 

court erred in approving the settlement because it released Jackson County, 

Mississippi, a non-party to the class actions, from liability. 10  They argue that 

                                         
9 The Objectors complain that their counsel were not permitted to cross-examine 

Special Fiduciary Steve Simpson after he read his statement at the fairness hearing.  “[N]o 
court of appeals, to our knowledge, has demanded that district courts invariably conduct a 
full evidentiary hearing with live testimony and cross-examination before approving a 
settlement.”  Union Asset Mgmt., 669 F.3d at 641–42 (5th Cir. 2012) (quoting Int’l Union v. 
Gen. Motors Corp., 497 F.3d 615, 636 (6th Cir. 2007)).  The court’s opinion approving the 
settlement did not cite to or rely on Simpson’s statement, which was largely conclusional in 
any event.  Any error was harmless. 

 
10 Procedurally, they object that while the district court verbally expressed skepticism 

that a non-party to the case could be released, the court reversed its position when approving 
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Jackson County has a continuing duty to cover any shortfall in the Plan and 

guarantee payment of the pension to retirees under the Mississippi Code, 

which states in pertinent part: 

The board of supervisors acting for a county . . . are hereby 
authorized and empowered to levy ad valorem taxes on all the 
taxable property of such counties . . . for the purposes of raising 
funds for the maintenance and operation of hospitals. 

Miss. Code Ann. § 41-13-25.  Further, one of the reasons for the Plan’s 

exemption (as the retirement plan of a government entity) from ERISA is that 

government entities can fulfill their obligations through their taxing power.  

They also argue that public policy should abjure releasing Jackson County 

because doing so blesses past official malfeasance and provides a “judicially 

created blueprint” for other government entities to default on their retiree 

obligations and escape liability.  Objectors chide the mediator and the court for 

not looking into Jackson County’s ability to pay for SRHS’s Plan obligation 

and, in short, for not forcing the County to assume liability for its wholly-owned 

community hospital system.  See Miss. Code. Ann. § 41-13-10(c), (d) (definition 

of community hospitals). See also § 41-13-15 (county authority to acquire 

community hospital). 

 The district court rejected these arguments for good legal reasons.  It 

held that no statute cited by the Objectors requires the County to levy taxes to 

                                         
the settlement.  A court, however, is entitled to change its mind after deliberating on a legal 
point. 

The Objectors also contend the district court erred in accepting an unsolicited, post-
hearing letter from class counsel regarding the release of Jackson County because they had 
no opportunity to respond.  This argument is without merit.  The release of Jackson County 
was discussed at length during the fairness hearing, and the very points made by Reeves’s 
letter were addressed when the Objectors raised them.  More importantly, the Objectors did 
not object to the submission of the letter in the district court and did not seek the opportunity 
to respond to it at that time.  This argument is therefore waived on appeal.  See F.D.I.C. v. 
Mijalis, 15 F.3d 1314, 1327 (5th Cir. 1994) (arguments not preserved for appeal are waived 
and cannot be addressed in the first instance by the court of appeals). 
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fund hospital pensions; § 41-13-25 merely provides that the County is 

authorized to use revenues for hospital funding, not that it is mandated to do 

so.  Neither Objectors nor this court has found definitive legal authority 

holding a Mississippi county responsible for the debts of its “independent” 

entities.11  The district court held that the policy behind granting ERISA 

exemptions for public entities’ plans is an insufficient basis for imposing a legal 

duty on Jackson County.  The district court noted that the Mississippi Tort 

Claims Act, Miss. Code Ann. §§ 11-46-1–23, governs any lawsuit against 

Jackson County, thus limiting any available recovery against the County even 

if it were not released from liability.12 

 The district court did not abuse its discretion by approving the release of 

Jackson County.  Although it must carefully consider the consequences, a court 

may approve a class action settlement that releases non-parties if “the claims 

against the non-party being released were based on the same underlying 

factual predicate as the claims asserted against the parties to the action being 

settled.”  Wal-Mart Stores, Inc. v. Visa U.S.A., Inc., 396 F.3d 96, 109 (2d Cir. 

                                         
11 The FY 2015 audited financial report for SRHS states:  “While the County may 

appropriate money from its general fund and levy property taxes to support the operations 
of the Health System, the Health System has been self-supporting and receives no County 
appropriations for its operations, nor has it received any such financial support from the 
County in over twenty-six years.”  There is no suggestion from the auditors that the County 
is a payor of last resort. 

 
12 The Mississippi Tort Claims Act limits recovery against a political subdivision for 

tort law to $500,000, providing: “In any claim or suit for damages against a governmental 
entity or its employee brought under the provisions of this chapter, the liability shall not 
exceed the following for all claims arising out of a single occurrence for all damages permitted 
under this chapter: . . .  (c) For claims or causes of action arising from acts or omissions 
occurring on or after July 1, 2001, the sum of Five Hundred Thousand Dollars ($500,000.00).”  
Miss. Code. Ann. § 11-46-15.  Similarly, political subdivisions are immune from claims arising 
from breach of an implied contractual term. City of Jackson v. Estate of Stewart ex rel. 
Womack, 908 So. 2d 703, 711 (Miss. 2005) (“Miss.Code Ann. § 11–46–3 grants immunity to 
the state and its political subdivisions for breach of implied term or condition of any warranty 
or contract.”) (internal quotation omitted).  
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2005) (citing In re Lloyd’s Am. Trust Fund Litig., 2002 WL 31663577, at *11 

(S.D.N.Y. Nov. 26, 2002)).13  

 Here, Jackson County agreed to make a $13.6 million contribution to 

SRHS for the stated purpose of assisting with indigent care and to prevent 

bond default, in exchange for a release of liability for claims that the district 

court found to have little support or be limited by statute.  Whatever liability 

Jackson County may have had, or however much more it could have 

contributed to benefit the class than what amounts to approximately 22% of 

the Plan’s liability for missed contributions from 2009-14, the Objectors have 

not demonstrated that this release renders the Settlement Agreement 

inadequate.14  

CONCLUSION 

The terms of the Settlement Agreement as they affect Plan participants 

should have been more thoroughly examined prior to the court’s approval.  It 

was improper for the court to limit its consideration to the hospital’s ability to 

pay while ignoring a transparent explanation of the settlement’s consequences 

                                         
 
13 “[T]he rationale behind approving releases of non-parties turns on the courts’ 

interest in the settlement of disputes. A defendant may be unlikely to settle a class action if 
class members can later pursue unasserted claims, or claims against non-parties, that may 
have the effect of re-opening the litigation.”  Newberg on Class Actions § 18:20. 

Curiously, Objectors make no argument concerning the court’s simultaneous release 
of individual SRHS defendants from whatever claims may have been asserted based on their 
ineptitude or malfeasance, and which claims would not necessarily have been “based on the 
same underlying factual predicate.”  See Wal-Mart, 396 F.3d at 109. 

 
14 The Objectors argue, in a single paragraph, that the district court erred by 

approving a settlement when additional lawsuits are pending in state court.  In specific, the 
Objectors appealed the Jackson County Board of Supervisors’ decision to contribute to the 
proposed settlement.  The district court considered this argument but held that no authority 
supports the Objectors’ position and that nothing requires the district court to delay approval 
of the Settlement Agreement until the Objectors’ state court appeal has been concluded.  The 
Objectors have not adequately briefed this argument to show the district court abused its 
discretion in so holding.  See Mijalis, 15 F.3d at 1327. 
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for the class members.  We do not hold that the settlement should not be 

approved, or cannot be approved as modified, but we Vacate and Remand for 

further consideration of the following illustrative issues: 

1. How, and how much, the future stream of SRHS’s payments 
into the Plan, together with existing Plan assets and 
prospective earnings,  will intersect with future claims of Plan 
participants, including, but not limited to, what effect the 
Settlement has on current retirees; 
 

2. What are SRHS’s future revenue projections, showing dollar 
amounts, assumptions and contingencies, from which a 
reasonable conclusion is drawn that SRHS has the financial 
ability to complete performance under the settlement; 

 
3. Why any payments from litigation involving KPMG, 

Transamerica or related entities are permitted to defray 
SRHS’s payment obligation rather than supplement the 
settlement for the benefit of class members; 

 

4. Why class counsel’s fees should not be tailored to align with the 
uncertainty and risk that class members will bear. 

 
 The judgment of the district court is VACATED and REMANDED with 

Instructions 

      Case: 16-60550      Document: 00514091737     Page: 29     Date Filed: 07/27/2017      Case: 16-60550      Document: 00514108886     Page: 57     Date Filed: 08/09/2017


	PETITION FOR REHEARING EN BANC.pdf
	FIFTH CIRCUIT OPINION RE SRHS.pdf

