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SUMMARY

The Mississippi Supreme Court reviewed the denial of the Scruggs defendants' motion to compel
arbitration in a dispute concerning an attorney's claimed fee-sharing interest in the Katrina Joint
Venture. The court analyzed whether the nonsignatory plaintiff was bound by the joint venture
agreement's arbitration provision, including under principles of direct-benefit estoppel, and whether

his claims related to that agreement.
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QUESTIONS PRESENTED

1. Whether Wyatt's claims against the Scruggs Defendants were subject to the Katrina Joint Venture

Agreement's arbitration provision despite Wyatt's status as a nonsignatory.



2. Whether direct-benefit estoppel required Wyatt to arbitrate claims that depended on and were

determined by reference to the Katrina Joint Venture Agreement.
3. Whether Scruggs, individually, could enforce the arbitration provision.

4. Whether Scruggs's prior criminal conduct in a separate case constituted an external legal constraint or

clean-hands defense barring arbitration.

HOLDINGS

1. A nonsignatory claimant may be compelled to arbitrate when he seeks benefits under, or asserts claims
that must be determined by reference to, the agreement containing the arbitration clause. Wyatt's claims

against the Scruggs Defendants were subject to arbitration under the Katrina Joint Venture Agreement.
2. The arbitration provision in the Katrina Joint Venture Agreement was valid and enforceable.

3. The broad arbitration clause covered Wyatt's claims because the factual allegations touched matters

covered by the Katrina Joint Venture Agreement.
4. Scruggs, individually, could enforce the arbitration provision against Wyatt.

5. Scruggs's criminal conduct in a separate case did not categorically bar the Scruggs Defendants from

enforcing the arbitration provision in this case.

KEY QUOTATIONS

“This Court reviews the grant or denial of a motion to compel arbitration de novo.” (at 766)

“As Wyatt’s claims against the Scruggs Defendants are “determined by reference to” the Katrina JVA, this
Court concludes that direct-benefit estoppel theory requires the nonsignatory claimant, Wyatt, to arbitrate his

claims against the Scruggs Defendants.” (at 770)

“Therefore, this Court concludes that no external legal constraints should foreclose the arbitration of Wyatt’s

claims against the Scruggs Defendants.” (at 773)

“Accordingly, this Court reverses the Circuit Court of Lafayette County’s denial of the Scruggs Defendants’
“Motion to Compel Arbitration and To Stay Pending Completion of Arbitration,” and remands with directions
to the circuit court to stay the proceedings as against the Scruggs Defendants and refer this matter to

arbitration.” (at 773)

FACTUAL BACKGROUND

Wyatt worked for Nutt & McAlister under an alleged unwritten employment and fee-sharing agreement and
claimed a ten-percent interest in the firm's fees from the Katrina Joint Venture. The Katrina Joint Venture
Agreement, signed by several participating law firms, contained a broad arbitration provision covering any
dispute arising under or relating to the agreement. After the venture's attorneys were disqualified from certain
federal litigation and Nutt & McAlister withdrew from the venture, Wyatt sued the Scruggs Defendants and
others for unpaid fees and related fiduciary, contract, tort, and equitable claims.
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Wyatt filed an amended complaint in the Circuit Court of Lafayette County asserting claims arising from an
alleged fee-sharing arrangement connected to the Katrina Joint Venture. The circuit court found that the
arbitration provision in the Katrina Joint Venture Agreement was broad enough to cover the controversy but
denied arbitration because Wyatt had not signed the agreement, was not a third-party beneficiary, and because
Scruggs should be estopped based on criminal conduct in a separate case. The Scruggs Defendants timely
appealed.
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REMAND INSTRUCTIONS

The circuit court was directed to stay the proceedings against the Scruggs Defendants and refer the matter to

arbitration.
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