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SUMMARY

The Fifth Circuit held that the district court misinterpreted the Deepwater Horizon Settlement
Agreement's definition of a "failed business." The court ruled that the first definition requires both
"ceased operations" and "wound down" as separate elements, and the third definition's "liquidation"
means selling assets to settle debts, not merely disposing of assets. The court applied de novo review
to interpretative issues arising from the district court's discretionary review. The case was vacated and
remanded for proper application of the settlement agreement.
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STANDARD OF REVIEW De novo for interpretation of the Settlement Agreement; the court
noted that the district court's interpretation of a settlement agreement is
reviewed de novo, and that when the district court is presented with
purely legal questions of contract interpretation, the standard is
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QUESTIONS PRESENTED

1. Whether the district court erred in interpreting the first definition of a 'failed business' under the
Settlement Agreement, which requires that a business both 'ceased operations and wound down'.

2. Whether the district court erred in interpreting the third definition of a 'failed business', which requires
that a business 'otherwise initiated or completed a liquidation of substantially all of its assets' to settle
debts.

HOLDINGS

1. The district court erred by not requiring both 'ceased operations' and 'wound down' as separate elements.
The conjunction 'and' requires an entity to have both ceased operations and set into motion a process to
bring its corporate existence to a close to be a failed business under the first definition.

2. The district court erred in interpreting 'liquidation' as simply disposing of assets. The term 'liquidation'
means converting assets into cash to settle debts, as indicated by dictionaries, contextual clues, and
Exhibit 6 of the Settlement Agreement. An entity must have sold its assets to settle its debts to be a failed
business under the third definition.

KEY QUOTATIONS

“A business Entity that commenced operations prior to November 1, 2008 and that, subsequent to May 1,
2010 but prior to December 31, 2011, either (i) ceased operations and wound down, or (ii) entered
bankruptcy, or (iii) otherwise initiated or completed a liquidation of substantially all of its assets, as more
fully described in Exhibit 6.” (at 3)

“We hold that the district court's conclusion was erroneous under both the first and third definitions.” (at 5)

“The district court's interpretation of the first definition was erroneous.” (at 8)

“We hold that an entity must have 'initiated or completed a liquidation of substantially all of its assets' to
settle its debts to be a failed business under the third definition.” (at 11)

FACTUAL BACKGROUND

JME, a vacation rental business affected by the 2010 BP oil spill, sold substantially all of its assets to Gulf Blue
Vacations Inc. in June 2011 for $800,000. JME then submitted five claims for compensation under the
Settlement Program, calculating the value using the Business Economic Loss (BEL) framework. The Claims
Administrator classified JME under the Failed Business Economic Loss (FBEL) framework, determining that
JME was a 'failed business' under the Settlement Agreement, and awarded $0 for three locations and denied
compensation for two locations.
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JME filed five claims under the Settlement Program, which were classified under the FBEL framework. The
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JME appealed to the Fifth Circuit.

DISPOSITION

vacated

REMAND INSTRUCTIONS

Remand for further proceedings consistent with the opinion.
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