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SUMMARY

The United States District Court for the Eastern District of California grants Fresno Community
Hospital and Medical Center’s motion to set aside the Clerk’s entry of default in a putative wage-and-
hour class and collective action. Applying Federal Rule of Civil Procedure 55(c), the court finds no
culpable conduct, a potential meritorious defense based on arbitration, and no tangible prejudice to the
plaintiff. The court vacates the scheduled hearing, sets aside the default, and deems the defendant’s
lodged answer filed as of the order’s date.
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DISPOSITION other

PROCEDURAL POSTURE Defendant moved to set aside the Clerk's entry of default in a putative
FLSA collective and California wage-and-hour class action. The court
construed the motion, styled under Federal Rule of Civil Procedure 60,
as a motion under Rule 55(c) because no default judgment had been
entered.

STANDARD OF REVIEW The court applied Federal Rule of Civil Procedure 55(c)'s good-cause
standard and exercised discretion in evaluating culpable conduct, the
existence of a meritorious defense, and prejudice. The standard is
applied more liberally to an entry of default than to a default
judgment, consistent with the preference for resolving cases on the
merits.

PRECEDENTIAL VALUE unpublished district court order; nonprecedential
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QUESTIONS PRESENTED

1. Whether the Hospital showed good cause under Federal Rule of Civil Procedure 55(c) to set aside the
Clerk's entry of default.

2. Whether the Hospital's failure to respond was culpable or resulted from intentional, willful, deliberate, or
bad-faith conduct.

3. Whether the Hospital presented specific facts constituting a potentially meritorious defense.

4. Whether setting aside the entry of default would cause Plaintiff tangible prejudice beyond delay.

HOLDINGS

1. Good cause existed to set aside the Clerk's entry of default because the Hospital was not culpable,
presented facts supporting a potentially meritorious defense, and Plaintiff failed to show tangible
prejudice.

2. The Hospital's failure to respond was not culpable because the record did not establish an intentional,
willful, deliberate, or bad-faith failure to answer.

3. The Hospital satisfied the minimal meritorious-defense requirement by presenting specific facts
supporting a potential defense based on an arbitration agreement that it might enforce as a third-party
beneficiary under equitable estoppel.

4. Setting aside the entry of default would not cause cognizable prejudice because Plaintiff showed no
tangible harm beyond delay.

KEY QUOTATIONS

“Rule 55 requires a “two-step process” consisting of: (1) seeking a clerk’s entry of default, and (2) filing a
motion for the entry of default judgment.” (at 2)

“judgment by default is a drastic step appropriate only in extreme circumstances; a case should, whenever
possible, be decided on the merits” (at 3)

“The Hospital’s failure to answer resulted from excusable neglect and not from an attempt to manipulate the
legal process or take advantage of Plaintiff” (at 5)

“An entry of default acts as a “windfall,” and setting aside that default “merely restores the parties to an
even footing in the litigation.”” (at 8)

FACTUAL BACKGROUND

Plaintiff alleged that the Hospital misclassified nursing staff as independent contractors and thereby violated the
FLSA, California Labor Code, and California unfair-competition laws concerning overtime, meal and rest



breaks, wage statements, and termination pay. The Hospital's service agent inadvertently failed to calendar the
response deadline, and the Hospital did not retain outside counsel until a potential third-party conflict was
resolved. After learning of the default, the Hospital promptly sought to have it withdrawn and later presented a
potential arbitration-based defense.

PROCEDURAL HISTORY

Plaintiff filed the action on March 17, 2025, and served the Hospital's agent on March 20, 2025. After the
Hospital failed to timely respond, the Clerk entered default on April 30, 2025. The Hospital learned of the
default on May 1, sought Plaintiff's agreement to set it aside, retained counsel after resolving a potential conflict,
and filed the motion on June 9, 2025. The court vacated the hearing, granted the motion, set aside the entry of
default, and deemed the Hospital's lodged answer filed as of July 9, 2025.
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