United States Court of Appeals,
Fifth Grcuit.

No. 94-30191.
TEXACO, INC., as owner, praying for exoneration from and/ or
limtation of liability, et al., etc., Petitioners-Appellees,
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Paul WLLIAMS and Harrison Ell ender, C aimants-Appellants.
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Appeal from the United States District Court for the Eastern
District of Louisiana.

Bef ore REYNALDO G GARZA, DeMOSS and BENAVI DES, Circuit Judges.

REYNALDO G GARZA, Circuit Judge:

Backgr ound

On August 24, 1993, a fire and an expl osion occurred on the
T/ B BUSTER LEE, a barge owned by Texaco, Inc. (Texaco) and bare
boat chartered by Texaco Exploration and Production, Inc. (TEPI).
Appel l ants El l ender and W1 Ilians, enpl oyees of TEPI, were severely
burned in the accident. Appellant Ellender filed a Jones Act claim
in Louisiana state court. On Cctober 18, 1993, Texaco and TEP
filed a conplaint in federal court seeking exoneration from or
limtation of liability. The district court issued an order
staying Ellender's state court action and restraining Wllianms from
filing a simlar state claim Appellants filed answers in the
[imtation proceeding, seeking danmages in excess of $8 nmillion
These cl ai ns exceeded the val ue of the vessel, valued by Texaco at

$125,000. Caimants then filed a notion to lift the stay, seeking



to pursue their rights under the savings to suitors' clause.! The
district court denied their notion and this appeal ensued.
Di scussi on

The issue before this Court involves "a recurring and
i nherent conflict" between the exclusive jurisdiction vested in
admralty courts by the Limtation of Liability Act? and the common
| aw renedi es enbodied in the saving to suitors clause of 28 U S. C
§ 1333.°% The Limtation Act provides that the liability of a
shi powner shall not exceed the val ue of the vessel at fault and her
pending freight if the casualty occurred without the privity or
know edge of the shipowner. Federal courts have exclusive
jurisdiction over suits invoking the Act, "saving to suitors ...
all other renedies to which they are otherwise entitled."*

When a shi powner invokes the Act the federal court may stay
al | ot her proceedi ngs agai nst the shi powner arising out of the sane
accident and require all claimants to tinely assert their clains in
the limtation court. The purpose of thelimtationis to preserve
the right of the shipower to Iimt its liability in a federal

forumto the value of the vessel and her pending freight.> The

128 U.S.C. § 1333.
246 U.S.C. App. § 183.

]3ln re Damrers & Vander hei de & Scheepvaart Maats Christina
B.V., 836 F.2d 750, 754 (2d G r.1988).

428 U.S.C. § 1333.

SMagnol ia Marine Transp. v. LaPlace Towing Corp., 964 F.2d
1571, 1575 (5th Gr.1992) (citing Langnes v. Geen, 282 U S. 531,
543, 51 S. . 243, 247, 75 L.Ed. 520 (1931)).
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problemis that "one statute [gives the conplainant] the right to
a common-| aw renedy, which he [nmay seek] in the state court; and
another statute [gives the shipower] the right to seek a
l[imtation of liability in the federal district court."® The
courts have attenpted to resolve this conflict by creating

exceptions to the exclusive jurisdiction of the federal courts.

Initially, t wo exceptions wer e recogni zed: (1) t he
si ngl e-cl ai mi nadequat e-f und situati on, and (2) t he
mul ti pl e-cl ai m adequat e-fund situation. In Ex parte Geen,’ the

Suprene Court held that a single clai mant seeki ng damages i n excess
of thelimtation fund may proceed outside of the limtation action
if the claimnt agreed not to raise issues to be decided in the
limtation court. In Lake Tankers Corp. v. Henn,® the Suprene
Court faced the issue of nmnultiple clains that exceeded the
limtation fund. The Court held that the clainmnts could proceed
outside of the limtation proceedings if they relinquished their
rights to damages in excess of the anmount of the limtation fund.®
The Court reasoned that in this situation, the "state proceedi ng
coul d have no possi ble effect on the petitioner's claimfor limted
liability"; both the shipowner's right to limt liability in a

federal forumand the claimants' rights to pursue their state | aw

fLangnes, 282 U.S. at 539-40, 51 S.Ct. at 246.

286 U.S. 437, 52 S.Ct. 602, 76 L.Ed. 1212 (1932).

83564 U.S. 147, 77 S.Ct. 1269, 1 L.Ed.2d 1246 (1957).

The respondent filed stipulations agreeing to neither
increase the clainms, nor to enter into a judgnent in excess of
t hese anounts, and waived any clains of res judicata.
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remedi es under the savings to suitors clause were protected. Under
this backdrop, the Fifth Crcuit has held that, wth proper
stipulations, claimants nmay proceed outside the limtation action.
I n Magnolia Marine Transport v. LaPlace Tow ng Corp. nmultiple
claimants sought to recover danmages in excess of the limtation
fund pursuant to their saving to suitors rights, that is, outside
of the l[imtation action. This Court reasoned that a singular
claimant nmay pursue a state court claim after filing several
stipul ations. First, the claimant nust stipulate that the
admralty court reserves exclusive jurisdiction to determ ne al
issues related to the shipowner's right to limt liability.
Second, the claimant nust stipulate that no judgnent wll be
asserted agai nst the shipowner to the extent it exceeds the val ue
of the limtation fund. "But even in nultiple-claimnt cases,
admralty courts still should allow state court clains to proceed
under proper stipulations." Miltiple claimnts may reduce their
clainms to the equivalent of a single claimby stipulating to the
priority in which their clains will be paid fromthe limtation
fund. Simlarly, inInre Two "R' Drilling Co.% this Court held
that a shipowner's rights are protected when nultiple clainmnts
file proper stipulations. A deckhand drowned whil e working for Two
"R'" Drilling Co., and the w dow brought clains on behalf of her

children, the deceased, and herself. The plaintiff filed

Magnolia, 964 F.2d at 1576 (citing In re Dammers, 836 F.2d
at 754).

11943 F.2d 576 (5th G r.1991).
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stipul ations conceding the right of the shipowner to litigate al
issues relating to limtation of liability in a federal forum and
agreed not to enforce a judgnent in excess of the limtation fund.
This Court approved of the procedure and affirnmed the district
court's ruling to lift the stay, stating, "[w here the clai mant
concedes the admralty court's exclusive jurisdiction to determ ne
all issues relating to the limtation of liability, the district
court should lift any stay against the state proceedi ng."??
Recently, in Odeco Ol and Gas Co. v. Bonnette!® this Court
faced the very issue presently before this Court. Qdeco was
performng safety drills on a fixed platformin the Gulf of Mxico,
when five nmenbers of the crew boarded an escape capsul e suspended
90 feet above the water. Soneone in the capsule pulled the wong
| ever, releasing the capsule from the platform the capsule
plunged into the Gulf seriously injuring all of its passengers.
QOdeco filed an action for a declaratory judgnent and, in the
alternative, tolimt itsliability in federal court. The district
court issued an order staying any further litigation against Qdeco
arising fromthis incident. The claimants filed personal injury
suits in state court and filed answers in the district court,
requesting that the stay be lifted. The district court lifted the
stay, allowing the claimants to pursue their clains in state court.

The (Odeco court stated, "clains nmay proceed outside the

2d. at 578 (citations omtted).

34 F.3d 401 (5th Gr.1993), cert. denied, --- US ----,
114 S. . 1370, 128 L.Ed.2d 47 (1994).
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limtation action (1) if they total less than the value of the
vessel, or (2) if the claimants stipulate that the federal court
has exclusive jurisdiction over the limtation of Iliability
proceedi ng and that they will not seek to enforce a greater danage
award until the l[imtation action has been heard by the federa
court."* This Court reasoned that if the claimants seek to take
advantage of their savings to suitors renedies in state court, we
must accede to this choice if the shipower's rights to limt are
protected by stipul ations.

Appel | ee contends that we should not lift the stay for two
reasons. First, by followng Odeco and lifting the stay we are

creating a third exception to the exclusive jurisdiction of our

admralty courts. The Suprene Court has authorized only two
exceptions: t he si ngl e-cl ai mant -i nadequat e-f und and
mul ti pl e-cl ai mant - adequat e- fund exceptions. |f a claimant proves

that it neets one of these exceptions, then it nust enter into
stipulations to protect the shipowner's rights. Entering into
stipulations does not in and of itself create an exception.
Though we find this reasoning persuasive it is not in accord
wth Fifth CGrcuit |aw The case law is clear that if all
claimants stipulate that the federal court has exclusive
jurisdiction over imtation issues and the claimants will not seek

to enforce a greater damage award than the limtation fund, the

“deco, 4 F.3d at 404.



claimants may proceed outside of the limtation action.?® Wile we
may have reservations concerning the breadth of this exception® and
t he correctness of condoning a nultiplicity of law suits,!” sone of
which will be duplicitous, we are bound to follow Fifth Grcuit
| aw. 18

Second, Appel |l ee argues that Odeco is "entirely different and
di stingui shable”" from the facts presently before this Court.

Texaco sought exoneration from or Ilimtation of liability.?°

5Conpl aint of Port Arthur Towing MV MSS CAROLYN, 42 F.3d
312, 316 (5th G r.1995); GOdeco, 4 F.3d at 404.

%But Odeco indicates that this should not be the focus of
our concern. "If the purpose of the Limtation Act were to
acconplish judicial efficiency as well as limtation of
liability, this case would clearly call for [a] concursus
proceedi ng. But the Suprenme Court explained in Lake Tankers, 354
U S at 152-53, 77 S.Ct. 1272-73, that liability may and should
be limted consistent with preserving the clainmants' right to
proceed in the fora of their choice.”" Odeco, 4 F.3d at 404-05
(enphasi s added).

7But see Pershing Auto Rentals, Inc. v. Gffney, 279 F.2d
546, 550-51 (5th G r.1960) (citing Petition of Texas Co., 213
F.2d 479, 482 (2d Cir.) (stating that the "purpose of limtation
proceedings is not to prevent a nmultiplicity of suits but, in an
equitable fashion, to provide a marshalling of assets—the
distribution pro rata of an inadequate fund anong cl ai mants, none
of whom can be paid in full"), cert. denied, 348 U S. 829, 75
S.C. 52, 99 L.Ed. 653 (1954)); Petition of Mran Transp. Corp.
185 F.2d 386, 389 (2d G r.1950) (stating the sane), cert. denied,
340 U.S. 953, 71 S.Ct. 573, 95 L.Ed. 687 (1951).

8See Port Arthur Towing Co., 42 F.3d at 316 (stating that
when the shipowner is not exposed to liability beyond the
limtation fund the savings to suitors clause controls); Gdeco,
4 F.3d at 404-05 (quoted supra ); Magnolia Marine Transport, 964
F.2d at 1576 (stating that under proper stipulations, nultiple
claimants should still be allowed to proceed with their state
court clains).

PRul e F of the Supplenental Rules for Certain Adnmiralty and
Maritime Clainms provides that "[t] he conplaint may demand
exoneration fromas well as [imtation of liability." Therefore,
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Echoing the district court, Appellee contends that the case before
us is a "serious exoneration" suit and Odeco did not discuss
exoner ati on. Accordingly, Odeco should be restricted to suits
seeking limtation of liability only.

We find this argunent unpersuasive for tw reasons. First,
shi powners routinely seek exoneration and limtation of liability
in the alternative. |In fact, QOdeco filed a declaratory judgnent
action requesting the court to determ ne that the capsul e was not
a vessel, that the injuries were not caused by the vessel's
negl i gence, and that any action for damages was barred by § 905(a)
of the Longshore and Har bor Wrker's Conpensation Act. Though the
Qdeco court did not label this action as one of exoneration, we
must recognize it for what it is. If any court had entered a
decl aratory judgnent on one of these issues, Odeco woul d have been
exonerated. For this reason, we find that "exoneration" was before
this Court in Odeco. Second, Appellants have agreed to stipulate
that the limtation court is not bound by any decisions by other
courts on issues relating to Ilimtation of liability and
exoneration. Therefore, the shipowner's right tolimt liability
and litigate the i ssue of exoneration in federal court is protected
by stipulation. For these two reasons, we are conpelled to fol |l ow

(deco.

Texaco nmay assert its exoneration claimalong with its [imtation
claim Accord Providence and New York Steanship Co. v. HIl Mg
Co., 109 U S. 578, 595, 3 S.Ct. 379, 390, 27 L.Ed. 1038 (1883)
(stating that the questions to be settled in the proceedings are
"first, whether the ship or its owers are liable at all ... and,
secondly, if |iable, whether the owners are entitled to a
limtation of liability").



During oral argunent Appellants agreed to enter into
stipulations that would protect any rights Appellee alleged in the
f eder al court pl eadings, including the right to receive
exoneration, and agreed to consolidate their suits and litigate
themin one state trial. W direct the district court to eval uate
these new stipulations, and to consider the follow ng issues and
suggestions in determning the adequacy of the stipulations.
First, if a direct action claimhas been or may be asserted agai nst
the underwiters of Texaco and TEPI in state court, then the
stipulations may include a waiver by WIIlians and ElIlender
simlarly protecting these insurance carriers from collection of
any state court judgnent unless and until the federal court's
limtation of liability proceedi ng determ nes that Texaco and TEPI
were not entitled to either exoneration from or limtation of
l[iability.?® Second, the district court should determine if any
potential derivative actions exist; if so, then the stipul ations
shoul d cover these as well. Third, the district court should
determine if the casualty gave rise to any environnental clains

that were tinely filed, if so, the stipulations should require

206 note that "the Act itself affords ... underwiters no
right of limtation." Mgnolia, 964 F.2d at 1576. This opinion
shoul d not be construed to create a right for underwiters to
limt their liability or to take shelter under stipul ations
protecting the shipower. Any right tolimt an underwiter's
liability is purely contractual in nature. "[T]he underwiters
are not entitled to a stipulation in their favor." Id. (enphasis
added). W are not requiring the claimants to enter into
stipulations protecting the underwiters; however, because the

claimants were so wlling to enter into any stipulation, so as
"to take advantage of the perceived magnanimty of ... [state]
juries," we are suggesting this stipulation. Odeco, 4 F.3d at

405.



joinder of the claimants. [|f the stipulations cover all potenti al
claimants and adequately protect Texaco's right to receive
exoneration or tolimt liability, then the stay should be |ifted,
all owi ng Appellants to pursue their saving to suitors renedies.

We reverse the district court's refusal to lift the stay, and
remand this action to the district court to evaluate the adequacy
of Appellants' new stipul ations consistent with this opinion.

REVERSED and REMANDED.
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