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SUMMARY

The Alabama Supreme Court affirmed judgment as a matter of law for State Farm in an insurance

agent’s breach-of-contract action. The court held that the agent agreement unambiguously permitted

either party to terminate the relationship by written notice at will, and that the contractual termination-

review procedure did not alter that at-will character.
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Betty Gardner petitioned for a writ of certiorari to review the Alabama
Court of Civil Appeals' affirmance of a judgment as a matter of law for

State Farm on Gardner's breach-of-contract claim.
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QUESTIONS PRESENTED

1. Whether the Agent's Agreement was ambiguous because it permitted termination by written notice while

also providing a termination-review procedure.

2. Whether the termination-review provision altered the agreement's at-will character and required State

Farm to have cause before terminating Gardner.

3. Whether State Farm was entitled to judgment as a matter of law on Gardner's breach-of-contract claim.

HOLDINGS

1. The Agent's Agreement unambiguously permitted either party to terminate the agreement at any time by

written notice.

2. The availability of a termination-review procedure did not change the at-will character of the Agent's

Agreement or require State Farm to establish cause before terminating the relationship.

3. State Farm was entitled to judgment as a matter of law because it provided written notice of termination

and the Agent's Agreement allowed termination at any time with or without cause.

KEY QUOTATIONS

“By now, the rule is well settled in Alabama that an employee contract at will may be terminated by either

party with or without cause or justification.” (1218)

“The review board process gives the agent the opportunity to assert that it is not in the best interest of

Farmers to sever the agency relationship.” (1219)

FACTUAL BACKGROUND

Gardner worked for State Farm for many years and entered into an Agent's Agreement authorizing her to operate
a State Farm insurance agency. The agreement stated that either party could terminate it by written notice and
separately provided Gardner a right to request review of a termination. After State Farm placed Gardner in a
loss-reduction program, discovered that agency files containing insurance applications had been discarded, and
Gardner refused to participate in further meetings concerning the missing applications, State Farm terminated
the agreement. Gardner claimed that the termination-review provision made the agreement ambiguous and

limited termination to situations involving cause.

PROCEDURAL HISTORY

Gardner sued State Farm and related defendants asserting breach of contract and several tort claims arising from
the termination of her insurance-agent agreement. After the jury returned a verdict for Gardner on the breach-of-
contract claim, the trial court granted State Farm's renewed Rule 50(b) motion for judgment as a matter of law,
concluding that the agreement was terminable at will, and conditionally granted a new trial. The Court of Civil

Appeals affirmed, and the Alabama Supreme Court granted certiorari and affirmed.
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