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OP1 NI ON

Franks. J.

Plaintiffs’ action to require defendant insurance
conpany to satisfy an alleged bal ance owing on the plaintiffs’
state court judgnment was di sm ssed by the Chancell or, who
determ ned the judgnent between plaintiffs and defendant in
U.S. District Court was res judicata on the claimin this

action.



The Chancellor filed a nmenorandum opi ni on and
succinctly narrates the history of this litigation:

Plaintiff Knox-Tenn Rental Conpany recovered
judgnent in this court in a prior |lawsuit for
$1, 058, 351. 86 agai nst Robert C. Lowe, Ronald L.
Jenki ns and Jenkins Insurance, Inc. Plaintiffs then
sued Def endant Hone | nsurance Conpany in federal
district court on Honme's insurance policy issued to
Jenkins Insurance, Inc. Asserting coverage for the
judgnent that had been recovered. Plaintiffs
prevail ed, recovering judgnent in the federa
district court against Hone for the anount of the
judgnment in this court plus interest thereon under
Tennessee law at the rate of 10% per annum for a
total judgnent in the federal court of
$1,372,377.88. The federal court judgnment, which
was entered May 12, 1992, was thereafter affirnmed by
the United States Circuit Court of Appeals for the
Sixth Grcuit.

Honme paid the federal judgnent plus interest
thereon at the 4.4% rate payable on judgnents under
federal |aw, making a total paynment of
$1, 460, 216.79. However, Plaintiffs claimthat Hone
still owes interest additional to the 4.4%i nterest
paid by Hone to fully satisfy the judgnent in this
court, which Plaintiffs point out draws interest at
the rate of 10% under Tennessee |aw, 5.6% nore than
the federal rate. The anmount of additional interest
claimed by Plaintiffs in this suit (filed Novenber
1, 1994) is $62,940.08 plus $17.24 a day of
accunul ating interest at the 10% per annumrate.

Plaintiff asserted its claimfor the additional
interest in the federal court case, and that
assertion was denied there on the basis that while
on state clains asserted in federal court state | aw
governs prejudgnent interest, federal |aw governs
post judgnent interest. Plaintiffs then filed
another suit in federal court agai nst Hone seeking
to collect the asserted unpaid portion of interest.
That suit was dism ssed. The federal district court
ruled that the matter was res judicata, hol ding that
the interest issue had been previously litigated in
the first federal court action and deci ded adversely
to Plaintiffs. Plaintiffs now seeks [sic] the
additional interest in this court, again claimng
that the judgnment in this court has not been
satisfied as to the unpaid portion of the 10%

I nt erest.

Plaintiffs’ initial action in federal court

essentially was seeking a declaration that Honme | nsurance



provi ded coverage for the state court judgnent and al so sought
the entry of a judgnent in federal court based on the state
court judgnent against Hone. U S. Magistrate Judge Mirrian
ruled in plaintiffs’ favor, finding that the state court
judgment should be paid by defendant with interest at the
state rate to the date of the entry of the judgnent in federa
court. An appeal to the Sixth Crcuit ensued, and after the
judgment was affirned the defendant, pursuant to federal rules
of civil procedure, noved the Court to enter an order that the
judgment was satisfied in full upon the paynent of the
judgnment in federal court, plus interest at the federal rate
fromentry of the judgnent in federal court until the judgnent
was satisfied. Judge Murrian ruled in favor of the defendant
and entered an order to the effect that the judgnment was
?satisfied in full.?
Plaintiffs then filed another action in U S
District Court seeking to collect additional interest on the
judgnment at the state rate. In response to that action, U S.
District Judge Jarvis said:
Honme | nsurance contends that the issue is whether it
is required to satisfy the state court judgnment
against Lowe or if its obligation was to satisfy the
federal court judgnment in favor of KTR and Lowe
against itself. | conclude that its obligation was
to satisfy the federal court judgnment. | conclude
that not only could that issue have been raised,
but it was in fact raised. Plaintiff argued
that the chancery court state judgnment had not been
satisfied and that Lowe was still liable to pay KTR
t he bal ance of that judgnment, including post-
judgnent interest at the 10% rate. However, the
magi strate judge di sagreed, thereby disposing of the
guestion of whether Hone |Insurance Conpany was
obligated the satisfy the state court judgnent or
the federal court judgnment entered against it. The
i ssue which plaintiffs raise in this Court has
therefore been previously litigated between the sane

parties, and the pending claimis barred by the
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doctrine of res judicata.

As not ed above, after this adverse ruling,
plaintiffs brought this action in state court.

Plaintiffs’ suit in federal court asked that a
judgnment be entered agai nst the insurance conpany based on the
state court judgnent obtained against the insurance conpany’s
insured. They were granted the relief sought, and in the two
actions in federal court raised the issue of the proper rate
of interest to be paid on the judgnent by the insurance
conpany, which is precisely the issue raised before Chancell or
McDonal d. Beginning with the federal litigation, we have the
same interested parties and the sane issue raised and deci ded
in each of the three actions. Cearly, plaintiffs are bound
by the doctrine of res judicata. See Witsey v. WIIlianmson
County Bank, 700 S.W2d 562 (Tenn. App. 1985); Rachels v.
Steele, 633 S.W2d 473 (Tenn. App. 1981).

Def endant by notion seeks an award of just damages
pursuant to T.C A 827-1-122, contending plaintiffs’ appeal is
frivolous. We agree. Plaintiffs have litigated this issue in
three separate court actions with the sanme result.

W remand this cause to the Trial Court for a
determ nati on of costs and fees to be awarded to defendant,
pursuant to T.C A 827-1-122. The costs of the appeal are

assessed to appell ants.

Her schel P. Franks, J.



CONCUR:

Houston M Goddard, P.J.

Charl es D. Susano, Jr., J.



