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SUMMARY

The Supreme Court of Texas held that a clear and broad waiver-of-reliance provision in a settlement
agreement barred a fraudulent-inducement challenge to the agreement's arbitration requirement. The
Court reversed and remanded for the trial court to compel arbitration, with arbitrators to determine the
scope of arbitrable issues before the trial court addressed severance of claims brought by
nonsignatories. Two justices dissented, arguing that the disclaimer did not preclude a fraudulent-
inducement claim concerning matters outside the settled dispute.
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QUESTIONS PRESENTED

1. Whether the settlement agreement's clear and broad waiver-of-reliance provision conclusively negated
the reliance element of McAllen's fraudulent-inducement claim.

2. Whether McAllen's claims fell within an arbitration provision that delegated scope determinations to the
arbitrators.

3. How the trial court should handle claims brought by nonsignatory plaintiffs after arbitration is
compelled.

HOLDINGS

1. A clear and broad waiver-of-reliance provision in a negotiated settlement agreement precluded McAllen
from establishing reliance, as a matter of law, on alleged extra-contractual representations concerning
the commitment to arbitrate future environmental and personal-injury disputes.

2. Once a valid arbitration agreement was established and the fraudulent-inducement challenge failed, the
trial court had no discretion but to compel arbitration and stay the litigation.

3. The arbitrators must determine the scope of the arbitration clause before the trial court determines
whether and how to sever the nonsignatory plaintiffs' nonarbitrable claims.

KEY QUOTATIONS

“We decline to adopt a per se rule that a disclaimer automatically precludes a fraudulent-inducement claim,
but we hold today, as in Schlumberger, that “on this record,” the disclaimer of reliance refutes the required
element of reliance.” (268 S.W.3d at 61)

“Accordingly, the trial court, in order to make an informed severance decision, should defer its decision until
the arbitrators decide which issues are arbitrable.” (268 S.W.3d at 62)

FACTUAL BACKGROUND

In 1999, Forest Oil and parties with interests in the McAllen Ranch settled a long-running dispute concerning
oil-and-gas royalties and leasehold development. The settlement contained a broad release, a waiver-of-reliance
provision, and an arbitration clause reserving environmental, surface-damage, personal-injury, and wrongful-
death claims relating to the McAllen Ranch Leases. In 2004, McAllen sued, alleging that Forest Oil had buried
mercury-contaminated material and moved radioactive-contaminated pipe, and argued that the arbitration
provision was fraudulently induced by assurances that there were no environmental or surface issues.



PROCEDURAL HISTORY

McAllen and related parties sued Forest Oil and others over alleged environmental contamination and personal
injuries. Forest Oil moved to compel arbitration under a 1999 settlement agreement; the trial court denied the
motion, and the court of appeals affirmed. The Supreme Court of Texas reversed and remanded for the trial court
to compel arbitration and address severance of claims by nonsignatory plaintiffs after the arbitrators determine
the scope of the arbitration clause.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse the court of appeals' judgment. Remand to the trial court to compel arbitration and stay McAllen's
litigation. The arbitrators must first determine the scope of the arbitration clause; afterward, the trial court must
determine the severability and treatment of the nonsignatory plaintiffs' claims.
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