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SUMMARY

The Supreme Court of Texas answered a certified question from the Fifth Circuit concerning whether a
federal district court’s policy-language exception to the eight-corners rule is permissible under Texas
law. The court held that the eight-corners rule does not become inapplicable merely because an
insurance policy lacks an express groundless-claims clause. The court reserved judgment on other
potential exceptions allowing consideration of extrinsic evidence.
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DISPOSITION other

PROCEDURAL POSTURE The Supreme Court of Texas answered a certified question from the
United States Court of Appeals for the Fifth Circuit concerning
whether Texas law permits a policy-language exception to the eight-
corners rule governing an insurer's duty to defend.
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QUESTIONS PRESENTED

1. Whether the policy-language exception articulated in B. Hall Contracting Inc. v. Evanston Insurance
Co., under which the eight-corners rule does not apply unless the policy contains a groundless-claims
clause, is permissible under Texas law.

2. Whether the Supreme Court of Texas should address the Fifth Circuit's separate Northfield exception
permitting limited extrinsic evidence on coverage issues.

HOLDINGS

1. Under Texas law, an insurer does not contract around or eliminate the eight-corners rule merely by
omitting from its policy an express agreement to defend claims that are groundless, false, or fraudulent.
The policy-language exception articulated in B. Hall Contracting is not a permissible exception.

2. The court did not decide whether the separate Northfield exception, which may permit consideration of
extrinsic evidence concerning a fundamental coverage issue that does not overlap with the merits, is
permissible under Texas law.

KEY QUOTATIONS

“We agree with the appellants. State Farm did not contract away the eight-corners rule altogether merely by
omitting from its policy an express agreement to defend claims that are “groundless, false or fraudulent.””
(10-11)

“We answer only that the “policy-language exception” to the eight-corners rule articulated by the federal
district court in B. Hall Contracting—under which the eight-corners rule does not apply unless the policy
contains a groundless-claims clause—is not a permissible exception under Texas law.” (11)

FACTUAL BACKGROUND

Ten-year-old Jayden Meals died in an ATV accident while under the supervision of his paternal grandparents,
Janet and Melvin Richards. Jayden's mother alleged that the grandparents negligently failed to supervise and
instruct him and that the accident occurred on or near the grandparents' residence. The grandparents' State Farm
homeowners policy included a provision requiring State Farm to provide a defense for covered bodily-injury
claims, but it did not expressly state that State Farm would defend groundless, false, or fraudulent claims. In the
federal coverage litigation, State Farm relied on an accident report and a SAPCR order to invoke policy
exclusions, while the grandparents argued that the eight-corners rule barred consideration of extrinsic evidence.

PROCEDURAL HISTORY

Amanda Meals sued Janet and Melvin Richards after Jayden Meals died in an ATV accident while under the
grandparents' supervision. State Farm agreed to defend under a reservation of rights, then filed a declaratory-
judgment action in the Northern District of Texas seeking a declaration that it had no duty to defend or
indemnify. The district court considered extrinsic evidence and granted summary judgment to State Farm,



concluding that the eight-corners rule did not apply because the policy lacked a groundless-claims clause. The
defendants appealed, and the Fifth Circuit certified the policy-language question to the Supreme Court of Texas.

DISPOSITION

other

REMAND INSTRUCTIONS

None stated. The court answered the certified question and did not decide the underlying coverage dispute or
direct a particular disposition in the federal litigation.
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