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SUMMARY

The Supreme Court of Texas held that a standard personal automobile insurance policy does not
require an insurer to compensate an insured for the diminished market value of a vehicle that has been
fully and adequately repaired. The court concluded that the policy's limitation-of-liability and payment
provisions unambiguously limited the insurer's obligation to repair or replace the vehicle or pay its
actual cash value, whichever was less. The court reversed the court of appeals and rendered judgment

for the insurer.
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QUESTIONS PRESENTED

1. Whether the standard Texas personal automobile insurance policy obligated the insurer to compensate

the insured for diminished market value when the vehicle had been fully and adequately repaired.

2. Whether the policy language was ambiguous regarding the insurer's obligation to pay diminished-value

damages.

3. Whether the absence of an express diminished-value exclusion created coverage for such damages.

HOLDINGS

1. A standard Texas personal automobile insurance policy providing that the insurer may pay the lesser of
the vehicle's actual cash value or the amount necessary to repair or replace it does not obligate the
insurer to pay diminished market value when the vehicle has been fully and adequately repaired.

2. The policy is unambiguous because its language is not reasonably susceptible to two or more

interpretations that would require payment of diminished value after adequate repair.

3. The insurer's failure to expressly exclude diminished-value damages does not create coverage where the

policy's affirmative coverage and limitation provisions do not provide for those damages.

KEY QUOTATIONS

“We hold that it does not, and accordingly reverse the court of appeals' judgment.” (156)
“We agree with AMM that the policy's plain language, when read in context, giving effect to all contractual

provisions, is unambiguous and does not require payment for diminished value when a vehicle has been fully

and adequately repaired.” (158)
“Absence of an exclusion cannot confer coverage.” (160)

“Schaefer's standard automobile insurance policy does not obligate AMM to compensate Schaefer for his

fully repaired vehicle's diminished market value.” (162)

FACTUAL BACKGROUND

Gary Schaefer purchased a standard Texas automobile insurance policy from American Manufacturers Mutual
Insurance Company. After Schaefer's vehicle was damaged in an October 1995 accident, AMM elected to repair
it, and Schaefer did not dispute the quality or adequacy of the repairs. Schaefer nevertheless claimed that the
vehicle's market value had declined by $2,600 because buyers perceived a repaired vehicle as worth less than a

never-damaged vehicle.

PROCEDURAL HISTORY



Schaefer filed a class action alleging that the insurers breached the insurance contract and violated the Texas
Insurance Code by refusing to pay for the diminished market value of an adequately repaired vehicle. Before
class certification, Schaefer moved for partial summary judgment and AMM filed a cross-motion. The trial court
granted AMM's motion and denied Schaefer's. The court of appeals reversed, holding that Schaefer could seek
diminished-value damages and that a jury should determine whether the repairs restored the vehicle to
substantially the same condition and value. The Supreme Court of Texas granted review to resolve the conflict

among the courts of appeals.
DISPOSITION

reversed
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