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BRIDGES, J.,, FOR THE COURT:

1. The King's Daughters and Sons Circle Number Two filed acomplaint aleging that Delta Regiond

Medica Center, its chairman, and members of the board of trustees of Delta Regiond Medica Center in



their representative capacities as trustees, committed the tort of intentional interference with contract and
intentiond interference with prospective business relaions. Initiadly, Delta Regiond filed a motion for
summary judgment based onlack of proper notice under the Mississippi Tort ClamsAct, Miss. Code Ann.
§11-46-11. It subsequently filed a supplemental motion for summary judgment, which raised the issues
upon which the trid court granted summary judgment, that there was no genuine issue regarding the fact
that Delta Regiond acted to protect its legitimate interest by preventing a potentia conflict of interest that
would have resulted if Hedlth Group purchased King's Daughters. Thetrid court never reached the notice
issueraised in theinitia motion. King's Daughters now gppedls to this Court.

STATEMENT OF THE ISSUES
|. WHETHER THE TRIAL COURT MISAPPLIED MISSISSIPPI LAW IN TREATING QUORUM
HEALTH GROUP, INC. AND ITS SUBSIDIARY QUORUM HEALTH RESOURCES, INC. AS
ONE IDENTITY.
Il. WHETHER THE TRIAL COURT ERRED IN HOLDING THAT THERE WAS NO GENUINE
ISSUE OF MATERIAL FACT THAT DELTA REGIONAL ACTED TO PROTECT ITS
LEGITIMATE INTEREST BY PREVENTING A POTENTIAL CONFLICT OF INTEREST THAT
WOULD HAVE RESULTED IF QUORUM HEALTH GROUP, INC. PURCHASED KING'S
DAUGHTERS HOSPITAL.
I1l. WHETHER THE CIRCUIT COURT ERRED AND MISAPPLIED MISSISSIPPI LAW IN
HOLDING THAT NO GENUINE ISSUE OF MATERIAL FACT EXISTED THAT DELTA
REGIONAL HAD "CONTRACTUAL RIGHTS' WITH QUORUM HEALTH RESOURCES INC.
"RESOURCES'WHICH CAUSED THE ACTIONSOF INTERFERENCE BY DELTA REGIONAL
WITHNEGOTIATIONSBETWEEN QUORUM AND KING'SDAUGHTERSTOBEPRIVILEGED.

FACTS

12. TheKing'sDaughtersand Sons Circle Number Two owned TheKing's DaughtersHospitd (King's
Daughters), in Greenville, Missssppi. Ddta Regiond Medicd Center (Delta Regiond) owned the only

other hospital and hedth care facility in Washington County, Missssppi. Ddta Regiond is a community



hospital under Miss. Code Ann. 8 41-13-15 (Rev. 2001) and is administered by a board of trustees
pursuant to Miss. Code Ann. 88 41-13-29, 41-13-35 (Rev. 2001). Theindividua defendantsin thiscase
were members of the board of trustees of Delta Regiond.

13. Other key figuresin this case include, Quorum Health Resources, LLC, formerly Quorum Hedlth
Resources, Inc. (Resources), and Quorum Hedth Group, Inc. (Hedth Group). (We will refer to the two
companies collectively as Quorum). Hedth Group is a nationd hospita company, and Resources is its
whally owned subsidiary engaged in the hospitd management business. Resources managed Delta
Regiond, pursuant to a management contract, during the time frame at issue inthiscase. Evidenceinthe
record indicates that members of the Delta Regiona Board of Trustees did not understand there to be any
distinction between Health Group and Resources. The record aso indicated that the board of trustees
consdered that "Quorum was Quorum,” and that their hospital was a dlient of "Quorum,” whether under
the name Quorum Resources or Quorum Hedth Group. During hisdeposition, even Health Group's senior
vice-president failed to differentiate between the two Quorums.

14. In an informa meeting on May 22, 1998, Resources and Hedlth Group personnd met with three
members of Delta Regiond's board of trustees. Quorum requested the meeting with Delta Regiona to
explore the posshility of Delta Regiond being for sde. Deta Regiond informed Quorum that it was not
for sde. However, Roland Richardson, Hed th Group's senior vice-president, testified that Emory Skelton,
a member of the board of trustees for Delta Regiond, casualy mentioned to him that King's Daughters
might befor sale. Therewastestimony in the record that indicatesthat any statement made by Skeltonwas
an offhanded remark, which Hedth Group did not take to be an authorization to purchase King's

Daughters.



5. Although Quorum sgned a confidentidity agreement with Delta Regiond, Quorum, nevertheless,
falled to inform them of any planned purchase by Hedth Group of King's Daughters Hospitd. Anarticle,
appearing in the Delta Democrat Times, a newspaper published in Greenville, Washington County,
Missssppi, announcing that Hedth Group and King's Daughters had sgned a letter of intent effective
December 15, 1998, was Ddta Regiond'sfirgt notice of the possbility of Hedth Group purchasing King's
Daughters. Theletter of intent was astatement of intention by Health Group to purchase King's Daughters
Hospitd, provided that certain conditions were met.

T6. Executives of Hedlth Group admitted that there were critica items of the purchase and sale of
King's Daughtersthat remained to be resolved after the execution of the letter of intent; the purchase price
being one of the criticd items. Hedth Group did not know what the final purchase price wold be, given
that the price was to be determined by what Hedth Group found during its due diligence, required
according to Section 14 of the letter of intent. Hedth Group never completed its due diligence to the
degree necessary to determine the purchase price.

q7. OnDecember 21, 1998, after learning of theletter of intent, DeltaRegiond held aboard of trustees
mesting to discussthe matter. Representatives from Quorum were aso present at the meeting. One of the
discussions, which wasrecorded in the minutes, included Quorum teling DeltaRegiond'sboard of trustees
that "Quorum 4till had to do its due diligence regarding King's Daughters Hospital and therefore the
acquisition of King's Daughters might not be consummeated.” The minutes also reflect that Carl Hagwood,
Deta Regiond's counsdl, advised the board that it would be aviolation of Quorum's fiduciary duties and
would give riseto adamage clam by DeltaRegiond for Health Group to purchase King's Daughters. He
continued by stating that "as a result of Quorum'’s contractual duty to manage the hospita and the

longgtanding relationship between Quorum and the board that Quorum had access to dl information



regarding the strengths and weeknesses of the hospitdl, the hospitdl's financia position, the hospital's short
term and long term Srategic plans, and the hospitd's plans to respond to competition from a proprietary
acquisition of the King's Daughters Hospitd." The board voted to demand compensation from Quorum
for the damage to Ddlta Regiond from its conflict of interest.
118. Two dayslater, on December 23, 1998, Carl Hagwood wrote to Heath Group demanding money
damages for the injury to Ddta Regiond resulting from the acquigtion by Hedth Group of King's
Daughters. Following the letter sent on December 23, numerous communications were sent between
Quorum and Delta Regiond which resulted in an unsuccessful attempt to reach aresolution of the Quorum
conflict of interest.
T9. Hndly, in aletter dated February 4, 1999, Hedlth Group advised King's Daughters of itsintention
to terminate the letter of intent. The letter stated that the reason for the termination was due to failure of
the condition in Section 8(b), requiring gpprova by relevant regulatory authorities. Hedth Group was of
the opinion that such approva was not possible, given Delta Regiond's refusa to permit Quorum to
terminate its rdationship with DeltaRegiond. King's Daughters filed suit, after purporting to give notice
to Delta Regiona under the Tort Claims Act, Miss. Code Ann. 8 11-46-11.

ANALYSS
|. WHETHER THE TRIAL COURT MISAPPLIED MISSISSIPPI LAW IN TREATING QUORUM
HEALTH GROUP, INC. AND ITS SUBSIDIARY QUORUM HEALTH RESOURCES, INC. AS
ONE IDENTITY.
110.  Whenreviewing alower court'sdecison to grant or deny asummary judgment motion, it is proper
to employ adenovo standard of review. Hudson v. Courtesy Motors, 794 So. 2d 999, 1002 7 (Miss.

2001) (citing Russell v. Orr, 700 So. 2d 619, 622 (Miss. 1997)).



11.  King's Daughters argues that the tria court erred when it treated Health Group and Resources as
one and thesame. It goesonto statethat piercing the corporate veil should be donewith great caution and
that nothing in the record supported the proposition that any factorsor indicianormally present for piercing
the corporatevell werepresent (i.e., parent and subsidiary corporationshave common directorsor officers,
parent corporation finances the subsdiary, etc.). King's Daughters argues that Hedth Group and
Resources were separate corporationsand only Resourceshad acontract with DeltaRegiond. Therefore,
Health Group--in contrast to Resources--owed no duty to Delta Regiona and could not legdly have had
aconflict of interest with Delta Regiond.

12. Firg and foremost, both Hedlth Group and King's Daughters clearly believed that there were
ggnificant conflicts of interest in the Quorum purchase of King'sDaughters. Infact, section 4(j) inthe letter
of intent explicitly states. "Buyer [Quorum] will use reasonable effortsto eiminate conflicts of interest with
DdtaRegiond Medica Center upon completion of theacquisition of King's Daughter'sHospitd and further
Buyer will defend, indemnify and hold harmless the Sdler from any and al dams and/or actions or
judgments resulting therefrom.”  King's Daughters admitted that it was the one to ask for the addition to
section4(j) toinclude the part about the buyer defending, indemnifying, and holding harmlessthe sdller from
any and dl dams, etc.

113.  Secondly, in order to prove tortious interference with a contract, a plaintiff must normally show
these dements: (1) the actswere intentiona and willful; (2) that they were calculated to cause damagesto
the plaintiffsin their lawful business; (3) that they were done with the unlawful purpose of causng damage
and loss, without right or judtifiable cause on the part of the defendant (which congtitutes malice); and (4)
that actua damage and lossresulted. Irby v. Citizens Nat'l Bank of Meridian, 239 Miss. 64, 121 So.

2d 118, 119 (1960) (parenthetical in original); also see Par Industries, Inc. v. Target Container Co.,



708 So. 2d 44, 48 (18) (Miss. 1998). An interference is not wrongful and actionable if undertaken by
someone in the exercise of alegitimate interest or right which congtitutes "privileged interference” Vestal
v. Oden, 500 So. 2d 954, 957 (Miss. 1986) (quoting Martinv. Texaco, Inc., 304 F. Supp. 498, 502-04
(S. D. Miss. 1969)). Furthermore, in Pennsylvania, the plaintiff bears the burden of proving the lack of a
lawful objective on the part of the defendant. Barlow v. Brunswick Corp., 311 F. Supp. 209, 212 (E.
D. Pa 1970) (Pennsylvanialaw isidenticd to Missssppi's law of tortiousinterference).

114. Inthe present case, thetrid court held that Delta Regiond was indisputably acting in furtherance
of its own legitimate economic interests in opposing the Hedth Group's acquisition of King's Daughters.
In his order, the trial judge stated that the actions of Delta Regiond through its board of trustees and its
attorney merely sought to protect the interests of Delta Regiond initsown contractud relaionship with its
manager, Resources. The trid judge further stated that Delta Regiond "had contractud rights which it
believed to be in jeopardy by the negotiations between Quorum and King's Daughters.”

115. Therecordreflectsthat DeltaRegiond'sboard membersdid not understand thereto beasgnificant
distinction between the two Quorums. The record aso illustrates that the board did not understand the
legd nicetiesof corporatevells, but they merdly believed that DeltaRegiona faced imminent and potentialy
damaging competition from the corporate group of which Ddlta Regiond's management company was a
part. The DeltaRegiona board minutesreflect that the board demanded damages from Hedl th Group only
after being advised by its attorney, Carl Hagwood, that the transaction violated Health Group's fiduciary
duties. Therefore, this Court finds that Delta Regiond acted in good faith and is justified because of its
honest belief that Health Group owed it a duty not to purchase King's Daughters.

116. FHndly, Resources was an agent of Delta Regiond for the management and operation of the

hospitd. The management agreement between Resources and Delta Regiona specificaly provides that



Resources is the agent and Delta Regiond is the principa. Resources stood in the shoes of and wasthe
ater ego of theboard of trustees, asfar asmanagement of the day-to-day operations of DeltaRegiond was

concerned. First Jackson Securities Corp. v. B.F. Goodrich Co., 176 So. 2d 272, 278 (Miss. 1965).

117.  Under Missssppi law, theagent'srdationshipwith hisprincipd isafiduciary rlaionship. Castello
v. Hall, 506 So. 2d 293, 297 (Miss. 1987). TheMississppi Supreme Court, quoting 3 C. J. S., Agency
8§ 142, described this rdationship as follows:
The relationship of principad and agent, being confidentia and fiduciary in character,
demands of the agent the upmost loydty and good faith to hisprincipa. Any breach of this
good faith whereby the principa suffers any disadvantage and the agent regps any benefit
isafraud for which the agent will be held accountable, either in damages or by judgment
precluding the agent from taking or retaining the benefits so obtained.
Van Zandt v. Van Zandt, 227 Miss. 528, 538, 86 So. 2d 466, 470 (1956). The Restatement (Second)
of Agency, §8 394 (1958) adds that "an agent is subject to aduty not to act or to agree to act during the
period of his agency for personswhose interests conflict with those of the principd in mattersin which the
agent isemployed.”
118.  Although the Missssippi courtshaveyet to consider theissue, the Florida Supreme Court took up
the question of aparent company'sdutiesto theclientsof itssubsidiary in Gossard v. Adia Services, Inc.,
723 S0. 2d 182 (Fla 1998). (Although Horidadoes not have astatute directly addressing interferencewith
or injuriesin contractua relations, Floridas casdaw is consstent with Missssppi satutes). In Gossard,
acompany named Nursefindershad afranchiseagreement with the plaintiff, Gossard, under which Gossard
received an exclusveterritory within hisgeographicd area. Gossard, 723 So. 2d at 183. The defendant,

Adia Services, bought Nursefinders, and at the sametime another Adiasubsidiary named Star-Med began

to compete with Gossard. |d. Eventhough Adiadid not have acontractua relationship with Gossard and



eventhough Star-Med -- and not Adiaitself -- was the one competing with Gossard, the Florida Supreme
Court held Adiaresponsiblefor Gossard'sdamagesresulting from Star-Med's Competition. 1d. at 184-85.
119.  Applying the Horida case here, Ddta Regiond is amilar to Gossard, Heath Group is Smilar to
Adia, and Resourcesis similar to Nursefinders. Hedlth Group had no moreright to compete against Delta
Regiond than Adia had aright to compete against Gossard. In fact, Adias connection with the injury to
Gossard is more remote than is Hedth Group's connection with the injury to Delta Regiond. It was an
Adiasubsidiary and not the parent that did the competing in Gossard, while Hedth Group in the present
case is the one which sought to compete directly with Delta Regiond. 1I. WHETHER THE TRIAL
COURT ERRED IN HOLDING THAT THERE WASNO GENUINE ISSUE OF MATERIAL FACT
THAT DELTA REGIONAL ACTED TO PROTECT ITS LEGITIMATE INTEREST BY
PREVENTINGA POTENTIAL CONFLICT OF INTEREST THAT WOULD HAVERESULTED IF
QUORUM HEALTH GROUP, INC. PURCHASED KING'S DAUGHTERS HOSPITAL.

920. Under the law of Missssppi, recovery is only dlowed againgt those who "intentiondly and
improperly interfere with the performance of a contract,” while mere negligent interference is no cause of
actiona dl. Morrisonv. Mississippi Enterprisefor Technology Inc., 798 So. 2d 567, 574 (1123) (Miss.
2001). In Vestal, the Missssppi Supreme Court held that "even if a party ‘'interferes with the formation
or execution of a contract, if he has legitimate interest therein or a contractua right to perform said act, it
is privileged and thus not wrongful and actionable” Vestal, 500 So. 2d at 957 (italics omitted) (quoting
Martin v. Texaco, Inc., 304 F. Supp. 498, 502-04 (S.D. Miss. 1969)).

921. Thetrid judge found that, as a matter of law, Delta Regiond's actions were based on alegitimate
interest and werethereforeprivileged. ThisCourt agrees. Themanagement agreement between Resources

and Ddta Regiond provided DdltaRegiond a" contractud right” to protest Quorum'sacquisition of King's

Daughters, and is therefore privileged.



[1l. WHETHER THE CIRCUIT COURT ERRED AND MISAPPLIED MISSISSIPPI LAW IN
HOLDING THAT NO GENUINE ISSUE OF MATERIAL FACT EXISTED THAT DELTA
REGIONAL HAD "CONTRACTUAL RIGHTS' WITH QUORUM HEALTH RESOURCES INC.
"RESOURCES'WHICH CAUSED THE ACTIONSOF INTERFERENCE BY DELTA REGIONAL
WITHNEGOTIATIONSBETWEEN QUORUM AND KING'SDAUGHTERSTOBEPRIVILEGED.
922.  The Rfth Circuit hashdd in Knight v. Sharif, 875 F. 2d 516, 524 (5th Cir. 1989), that a letter
of intent is not a contract. (Contracts to make a contract are not recognized under Missssppi law, unless
the find agreement is to be a mere memorid of the agreement dready reached.); see also 1A Corhin,
Contracts, §29(1963). TheMissssppi Supreme Court hasaso emphasized that, "[i]n order for awriting
to be enforceable as a contract, agreement must be expressed as to dl essentid terms. I the document
or contract that the parties agree to make is to contain any materid term that is not aready agreed on, no
contract has yet been made; and the so- called contract to make a contract is not a contract at all."
Etheridge v. Ramzy, 276 So. 2d 451, 454 (Miss. 1973). Thecourt in J. Russell FlowersInc., v. Itel
Corp., 495 F. Supp. 88, 91 (D.C. Miss. 1980) stated that it is a matter for the court and not the jury to
determine whether aletter of intent amounted to an enforcesble contract.

123.  Inthe present case, the letter of intent between King's Daughters and Quorum was a contract to
make a contract and not the sort of fina contract necessary to support a tortious interference clam. In
addition, section 15 of the letter of intent is clearly titled "No contract” and tates, "thisis not binding and
no party shall be entitled to any recourse in the form of damages. . . in the event that thereisafailure, for
any reason, of the parties to agree on a term or terms and provisions of a Purchase Agreement." The
record reflects, through depositions, that Quorum's senior vice president and its vice president both
admitted that critical items of the purchase and sde of King's Daughters, such as the purchase price,

remained to be resolved after the execution of the letter of intent. Quorum's officers did not consder the

letter of intent to be afina agreement, and they bdieved that, until Quorum's due diligence was complete,

10



materid terms of the find contract (such as the purchase price) were yet to be determined. 1n Quorum's
view, and congstent with the letter of intent, there was no agreement until thefind purchase document was
executed.

124. THEJUDGMENT OF THEWASHINGTON COUNTY CIRCUIT COURT ISAFFIRMED.
COSTSOF THISAPPEAL ARE ASSESSED TO THE APPELLANT.

McMILLIN, CJ., KING AND SOUTHWICK, P.JJ., THOMAS, LEE, IRVING,
MYERS, CHANDLER AND GRIFFIS, JJ., CONCUR.
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