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SUMMARY

The Mississippi Supreme Court held that the Association of Trial Lawyers Assurance had a duty to
defend and a duty to indemnify its insured in litigation involving Martin Tsai. Applying Illinois
substantive law and Mississippi procedural law, the court concluded that the insurer’s failure to
continue defending the action or seek a declaratory judgment estopped it from relying on a policy
defense and rendered the arbitration determination nonbinding on Tsai. The court affirmed the circuit
court’s judgment on both the direct appeal and cross-appeal.
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QUESTIONS PRESENTED

1. Whether Tsai, as Cook's judgment creditor and assignee, was bound by the arbitrator's determination that
the ATLA policy afforded no coverage.

2. Whether ATLA's policy imposed a duty to defend and a duty to indemnify under Illinois law.

3. Whether ATLA was estopped from asserting a policy defense after assuming Cook's defense under a
reservation of rights, later denying coverage, and failing to obtain a declaratory judgment.

HOLDINGS

1. Tsai, as judgment creditor and assignee, had no rights against ATLA greater than those possessed by
Cook.

2. ATLA had a duty to defend Cook because the policy provisions concerning defense obligations and
ATLA's control over the defense were ambiguous and contradictory, and doubts concerning coverage
and the duty to defend are resolved in favor of the insured.

3. ATLA had a duty to indemnify Cook under the circumstances presented, independent of its duty to
defend.

4. ATLA was estopped from asserting the arbitration decision or another policy defense because, after
assuming control of Cook's defense, it neither defended the action to conclusion nor filed a declaratory
judgment action seeking relief from its defense and indemnity obligations.

KEY QUOTATIONS

“Given the facts of this case, ATLA had a duty to defend, and at the very least had a duty to indemnify, and
therefore was required to: (1) defend the case to conclusion, reserving its right to contest its duty to pay
potential judgments or settlements; or (2) file a declaratory judgment wherein it could have sought relief from
the burdens of its obligations to Cook.” (¶20)

“We find that ATLA had a duty to defend and a duty to indemnify. We therefore affirm the judgment of the
Jackson County Circuit Court.” (¶22)

FACTUAL BACKGROUND

Tsai sued Woodrow Cook for alleged professional and fiduciary misconduct arising from Cook's representation
of Tsai in connection with the attempted purchase and financing of a golf course. Cook notified ATLA, his
insurer, of the lawsuit, and ATLA initially assumed and funded his defense under reservations of rights before
denying coverage nearly two years later and abandoning the defense. Tsai and Cook settled, assigned Cook's
claims against ATLA to Tsai, and stipulated to a $1,000,000 consent judgment; after Tsai served a writ of
garnishment, ATLA initiated arbitration, in which the arbitrator found no coverage.
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Tsai obtained a consent judgment against Woodrow Cook and served ATLA with a writ of garnishment based on
the judgment. ATLA demanded arbitration with Cook, and the arbitrator determined that the policy afforded no
coverage. After a bench trial, the circuit court applied Illinois substantive law and Mississippi procedural law,
found that the policy imposed a duty to defend, held that ATLA breached that duty, rejected ATLA's policy
defenses, and entered judgment for Tsai in the amount of $621,820.43. Both parties appealed, and the Supreme
Court of Mississippi affirmed on the direct appeal and cross-appeal.
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