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SUMMARY

The Wyoming Supreme Court held that the Wyoming Insurance Guaranty Association’s claim for
reimbursement of insurance deductibles was not barred by res judicata because the Association was
not identical or in privity with the insolvent insurer in the earlier action. The court concluded that the
Association could recover deductibles that the solvent insurer would have been entitled to collect. It
also held that attorney fees incurred by the insured in defending covered claims were excluded from
“covered claims” under the Wyoming Insurance Guaranty Association Act and therefore could not be
used as a setoff.
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QUESTIONS PRESENTED

1. Whether res judicata bars WIGA's claim for deductibles

2. Whether WMC is entitled to a setoff for attorney fees

HOLDINGS

1. Res judicata does not bar WIGA's claim because WIGA is not in privity with PHICO and does not stand
in its shoes for all purposes.

2. Attorney fees are excluded from 'covered claims' under the Act, so WIGA is not liable for them.

KEY QUOTATIONS

“The doctrine of res judicata simply does not apply to bar WIGA's claim.” (at 1065)

“The plain and ordinary meaning of the statutory language clearly reflects that the legislature intended WIGA
to be obligated to pay the claims against WMC to the same extent PHICO would have been had it not become
insolvent.” (at 1067)

“To construe the statutory language as WMC would have us do would require us to ignore the plain language
chosen by the legislature.” (at 1070)

FACTUAL BACKGROUND

WMC had a health care providers liability insurance policy with PHICO with a $50,000 deductible per claim.
PHICO became insolvent and was liquidated. WIGA paid three claims against WMC totaling $340,000, then
demanded $125,000 in deductibles. WMC refused and obtained a default judgment against PHICO declaring it
had no obligation to pay deductibles. WIGA then sued WMC for the deductibles. The district court granted
summary judgment to WIGA.

PROCEDURAL HISTORY

WMC filed a declaratory judgment action against PHICO, its insolvent insurer, and obtained a default judgment
that it had no obligation to pay deductibles to PHICO. WIGA then filed a complaint against WMC to recover
deductibles. WMC asserted res judicata and counterclaimed for attorney fees. The district court granted
summary judgment to WIGA on both the complaint and the counterclaim. WMC appealed.
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