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This is a permissive appeal from the trial court’s order determining that New 

York law applies to appellant Transform Holdco LLC’s claims against Starr 

Indemnity & Liability Company.  Transform contends Texas law, or alternatively 

Illinois law, applies to this insurance dispute.  Because New York has the most 

significant relationship to the issues in this case, we affirm. 

I. BACKGROUND 

Transform is a Delaware LLC with its principal place of business in Illinois.  

Starr is an insurance company incorporated in Texas with its principal place of 

business in New York.  Transform contracted with Starr to insure merchandise that 
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Transform bought out of the Sears Holdings Corporation bankruptcy—mostly 

household appliances.  The contract, a Stock Throughput Policy, did not have a 

choice-of-law provision.  The 2019 Dallas tornado struck a Transform distribution 

center in Garland, Texas, damaging merchandise stored there.  Transform submitted 

a claim to Starr for the damaged goods.   

Starr refused to pay Transform’s claim, and according to Transform, did not 

send a formal letter denying coverage.  In emails, Starr claimed the Garland 

warehouse was not listed on any schedules for the Policy and the Policy did not 

cover unnamed locations.  Transform argued the Policy covered its merchandise 

regardless of location, as long as Transform was responsible for the goods.  The 

parties also disagreed about the amount of merchandise which could be sold as 

salvage.   

Transform filed suit against Starr.  It sought a declaratory judgment that the 

merchandise damage caused by the tornado is covered by the Policy.  Transform 

also brought claims for breach of contract, violations of the Texas Insurance Code, 

common-law bad faith, and promissory estoppel.  In connection with its insurance 

code claims, Transform alleged Starr committed unfair or deceptive acts in violation 

of Chapter 541 and engaged in unfair claim settlement practices in violation of 

Chapter 542. As an alternative to its Texas Insurance Code claims, Transform 

asserted a claim for violation of Section 155 of the Illinois Insurance Code.  
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Transform alleged Texas law applies to both its contract and extra-contractual 

claims, or in the alternative, Illinois law applies.   

On cross-motions for summary judgment, the trial court determined the loss 

is covered under the Policy.  There are still issues to be tried, including the extent of 

the warehouse loss and Transform’s extra-contractual and attorney’s fee claims.1   

Following the partial summary judgment, Starr asked the trial court to 

determine which state’s law—Illinois, New York, or Texas—should govern the 

remaining claims.  Starr’s position is that New York law applies to all claims, largely 

because Starr’s underwriters and claims department were located there.  Transform 

filed a motion asking the trial court to apply Texas law.  Its position that Texas law 

applies is largely based on the fact that its merchandise was damaged here.  

The choice-of-law issue is significant because New York law does not 

recognize claims for common-law bad faith.  Nor does it have a private statutory 

cause of action similar to those in the Texas or Illinois insurance codes.  In addition, 

of the three states with a connection to the lawsuit, only Texas permits recovery of 

attorney’s fees for breach of contract.  

The trial court determined New York law applied to all of Transform’s claims 

and gave Transform permission to file an interlocutory appeal.  See TEX. CIV. PRAC. 

& REM. CODE ANN. § 51.014(d).  In doing so, the trial court determined its order 

 
1
 Starr disputes that the Policy provides coverage for the loss, but as the judgment is not yet final, 

coverage issues are not before us. 
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involves a controlling question of law as to which there is a substantial ground for 

difference of opinion and an immediate appeal from the order may materially 

advance the ultimate termination of the litigation.  See id. This Court granted 

Transform’s petition for permissive appeal.  See TEX. R. APP. P. 28.3. 

II. APPLICABLE LAW 

 To decide choice-of-law issues, Texas courts apply the most significant 

relationship test as set out in the Restatement (Second) of Conflict of Laws.  Hughes 

Wood Prods., Inc. v. Wagner, 18 S.W.3d 202, 205 (Tex. 2000).  Section 6 of the 

Restatement sets out the general factors relevant to choice of law: 

(a) the needs of the interstate and international systems, 

(b) the relevant policies of the forum, 

(c) the relevant policies of other interested states and the relative interests of those 

states in the determination of the particular issue, 

 

(d) the protection of justified expectations, 

(e) the basic policies underlying the particular field of law, 

(f) certainty, predictability, and uniformity of result, and 

(g) ease in the determination and application of the law to be applied. 

RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 6 (AM. LAW INST. 1971). The 

Restatement also contains sections for specific situations, and when these are 

applicable, we apply them to resolve the conflict.  Grant Thornton LLP v. Suntrust 

Bank, 133 S.W.3d 342, 358 (Tex. App.—Dallas 2004, pet. denied).  Section 145 of 
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the Restatement contains the facts to consider when applying Section 6 principles to 

tort claims, such as Transform’s statutory claims and common-law bad faith claim.  

Hughes Wood, 18 S.W.3d at 205; RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 

145 (AM. LAW INST. 1971).  Section 188 contains the facts to consider in contract 

disputes.  Id. § 188.  In a choice-of-law analysis, the number of contacts with a state 

is not determinative.  Torrington Co. v. Stutzman, 46 S.W.3d 829, 848 (Tex. 2000).  

We look at the qualitative nature of the contacts as affected by the policy-related 

factors set out in Section 6.  Stevenson v. Ford Motor Co., 608 S.W.3d 109, 118 

(Tex. App.—Dallas 2020, no pet.). 

Which state’s law governs a particular issue is a question of law for the court 

to decide.  Hughes Wood, 18 S.W.3d at 204; Ennis, Inc. v. Dunbrooke Apparel Corp., 

427 S.W.3d 527, 530 (Tex. App.—Dallas 2015, no pet.). Thus, we review the trial 

judge’s determination of choice of law de novo.  Grant Thornton, 133 S.W.3d at 

357.  But determining the state contacts to be considered by the court in making this 

legal determination may raise a question of fact. Sonat Expl. Co. v. Cudd Pressure 

Control, Inc., 271 S.W.3d 228, 231 (Tex. 2008); Hughes Wood, 18 S.W.3d at 204.  

We defer to the trial court’s determination of any question of fact.  Ford Motor Co. 

v. Aguiniga, 9 S.W.3d 252, 259 (Tex. App.—San Antonio 1999, pet. denied).  

III. EXTRA-CONTRACTUAL CLAIMS 

 Transform first contends the trial court erred in determining that New York 

law applies to its extra-contractual claims for common-law bad faith and violations 
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of the Texas Insurance Code.  It argues the factors in both Section 145 and Section 

6 point to application of Texas law.  Starr maintains the relevant factors support the 

trial court’s decision.  The parties disagree about the application of most of the 

factors. 

Section 145 Factors 

In tort cases, the following contacts are to be taken into account when deciding 

a choice-of-law issue: 

(a) the place where the injury occurred, 

(b) the place where the conduct causing the injury occurred, 

(c) the domicile, residence, nationality, place of incorporation, and place of 

business of the parties, and 

 

(d) the place where the relationship, if any, between the parties is centered. 

RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 145(2).  These contacts are to be 

evaluated according to their relative importance with respect to the particular issue.  

Id.   

For Transform’s extra-contractual causes of action, the issue is Starr’s 

handling of the insurance claim.  Transform alleges Starr violated the insurance code 

in various ways, including:  (1) knowingly misrepresenting pertinent facts or policy 

provisions relating to coverage, (2) failing to attempt in good faith to effect a prompt, 

fair, and equitable settlement of a claim submitted in which liability has become 

reasonably clear, (3) failing to properly provide a reasonable explanation of the basis 
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for denial, and (4) refusing to pay without conducting a reasonable investigation.  

Similarly, the basis for Transform’s common-law bad faith claim is Starr’s refusal 

to pay under the Policy without a reasonable basis for doing so. 

The place where the injury occurred 

The first factor in a Section 145 analysis is the place where the injury 

occurred. Transform contends the injury occurred in Texas because Transform’s 

property was damaged here or occurred in Illinois, where it is headquartered. Starr 

argues the injury occurred in Illinois because Transform’s legal injury is the loss of 

insurance proceeds, not the physical damage to the merchandise.   

By its extra-contractual claims, Transform sought to recover the amount of its 

insurance claim, plus statutory penalties and treble damages.  A financial injury will 

normally be felt most severely at the plaintiff’s headquarters or principal place of 

business.  See Alarcon v. Velazquez, 552 S.W.3d 354, 362 (Tex. App.—Houston 

[14th Dist.] 2018, pet. denied) (citing RESTATEMENT (SECOND) OF CONFLICT OF 

LAWS § 145 cmt. f). Because Transform’s headquarters is in Illinois, this factor 

favors application of Illinois law. See Chickasha Cotton Oil Co. v. Houston Gen. 

Ins. Co., No. 05-00-01789-CV, 2002 WL 1792467, at *10 (Tex. App.—Dallas Aug. 

6, 2002, no pet.) (not designated for publication).   

The place where the conduct causing injury occurred 

 Next, we consider where the conduct causing injury occurred.  Transform 

contends Texas is where the conduct causing injury occurred, again citing the fact 
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that the loss physically occurred in Texas.  Transform also relies on the fact that 

Starr sent Darin Miller, a marine surveyor for Starr’s independent adjuster, to the 

loss site.  Transform argues Starr’s inadequate investigation, improper decision 

making, and salvage decisions arose from Miller’s on-site survey and that his 

opinions, which were communicated from Texas, influenced Starr’s failure to accept 

the claim.  Transform also points to its having to store damaged products in Texas 

while Starr decided whether those products could be released to salvage.   

 Starr contends the conduct causing the injury took place in New York because 

that is where the claims handling process and the denial of insurance proceeds took 

place. Minette Rivera, Starr’s National Cargo Claims Manager, handled Transform’s 

claim.  Her office is in New York City.  About three weeks after the tornado, she 

notified Transform’s insurance broker and agent, Aon Risk Services, Inc., there was 

no coverage under the Policy because the Garland location was “not scheduled on 

file with Starr” and the Policy did not afford coverage for unnamed locations. Rivera 

informed Aon representative Michelle Hays that Starr considered the matter closed 

and a formal declination would follow shortly.  Transform disagreed that the Garland 

location was not covered, and Hays on behalf of Transform, asked Starr to 

reconsider.  From her office in New York, Rivera wrote Transform a formal letter 

of Starr’s coverage position on February 24, 2020.  It was not immediately released 

to Transform, and Transform contends it first received the letter during discovery in 

this case.   
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 We conclude this factor favors New York law.  Transform’s legal injury is the 

denial of its insurance claim, and the decision to deny the claim was made by Starr 

in New York.  The parties disagree about whether the actions of independent adjustor 

Miller in Texas impacted the decision to deny the claim.  But we defer to the trial 

court’s implied resolution of any fact issue in favor of New York. 

Place of incorporation and principal place of business 

 The third factor is the parties’ domicile, residence, nationality, place of 

incorporation, and place of business.  With respect to most conflict-of-law issues, a 

corporation’s principal place of business is a more important contact than its place 

of incorporation.  RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 145 cmt e.  

Transform’s principal place of business is in Illinois, and Starr’s is in New York.  

This factor points to either Illinois or New York, not Texas.   

Place where the relationship between the parties is centered 

 The last factor is the place where the relationship, if any, between the parties 

is centered.  Transform again says this factor favors application of Texas law because 

it is the location of the loss, investigation, and salvage dispute, while Starr maintains 

the parties’ relationship is centered in New York.  We agree with Starr. The parties’ 

relationship was based on the Policy.  The Policy was underwritten and issued in 

New York.  

None of the Section 145 factors weigh in favor of Texas law.  Illinois is the 

place where the injury occurred and Transform’s principal place of business.  New 
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York is Starr’s principal place of business, the place where the conduct causing 

injury occurred, and the place where the parties’ relationship is centered.     

 Even if it is necessary to also examine the more general Section 6 factors, they 

do not point to the application of Texas law.  For one thing, Transform’s arguments 

about the Section 6 factors are based on the premise that Starr injured Transform in 

Texas.  The tornado damaged Transform’s goods in Texas, but Transform’s legal 

injury occurred in New York.  In addition, analysis of the Section 6 factors is difficult 

in this case because few of them guide us in a discernible way.  See Minnesota Min. 

& Mfg. Co. v. Nishika Ltd., 953 S.W.2d 733, 736 (Tex. 1997).  For example, the first 

factor seeks to promote harmonious relations between states and to facilitate 

commerce between states.  RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 6 cmt. 

d. Transform asserts that applying Texas law will not interrupt harmonious business 

relations between New York, Texas, and Illinois.  But the same could be said about 

the application of New York or Illinois law.  And Transform’s argument that Texas 

has a strong interest in protecting the rights of its citizens is unavailing because 

Transform is not a Texas citizen.   

The Restatement requires us to consider which state’s law has the most 

significant relationship to the particular substantive issue to be resolved.  Hughes 

Wood, 18 S.W.3d at 205.  Having considered the relevant factors, we conclude the 

state with the most significant relationship to Transform’s extra-contractual claims 

is New York.  New York, where Starr has its headquarters, has the most significant 
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relationship to the substantive issues of whether Starr’s handling of Transform’s 

insurance claim and failure to pay proceeds violated Starr’s common-law and 

statutory duties.  The claim was denied in New York and policy proceeds were 

expected to be paid from New York.  See Gov’t Pers. Mut. Life Ins. Co. v. Lincoln 

Factoring, No. 02-21-00090-CV, 2022 WL 3097289, at *8 (Tex. App.—Fort Worth 

Aug. 4, 2022, no pet.) (mem. op.); Hull & Co. v. Chandler, 889 S.W.2d 513, 517–

18 (Tex. App.—Houston [14th Dist.] 1994, writ denied). The trial court did not err 

in deciding to apply New York law to Transform’s extra-contractual claims. 

IV. CONTRACTUAL CLAIMS 

Transform also contends the trial court erred in determining that New York 

law applies to its contractual claims.  Transform alleged the Policy obligated Starr 

to pay for Transform’s damaged merchandise and Starr was in breach of its 

obligations.  The issue here is the potential recovery of attorney’s fees.  Of the states 

with a connection to the lawsuit, only Texas provides for recovery of attorney’s fees 

for breach of contract.  See TEX. CIV. PRAC. & REM. CODE ANN. § 38.001.  In the 

absence of an express choice of law by the parties, we consider five contacts in 

determining which state has the most significant relationship to contract issues: 

(a) the place of contracting, 

(b) the place of negotiation of the contract, 

(c) the place of performance, 

(d) the location of the subject matter of the contract, and 
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(e) the domicile, residence, nationality, place of incorporation, and place of 

business of the parties. 

 

RESTATEMENT (SECOND) OF CONFLICT OF LAWS, § 188(2). 

Section 188 Factors 

Place of contracting and place of contract negotiation 

Transform argues the first factor, the place of contracting, does not favor any 

particular state due to the electronic nature of the parties’ communications regarding 

formation of the Policy.  Transform asserts the second factor, the place of 

negotiation, favors Illinois law because two insurance meetings took place in 

Chicago.  Starr contends New York, the location of its headquarters, and Michigan, 

the location of Aon personnel involved in creation of the Policy, are the places of 

contracting and negotiation.  Starr asserts these factors favor New York law, as 

Michigan has no interest in the case.    

 As Starr points out, the two in-person meetings took place in 2012 and 2014 

between Starr and Sears, not Starr and Transform.  The meetings predated 

Transform’s purchase of Sears’s assets and predated the Policy.  While Starr had 

previously provided similar insurance to Sears, the Policy at issue is between Starr 

and Transform.  The record reflects the Policy was “a NEW, STAND-ALONE STP 

POLICY with an inception date of May 1” of 2019 and the “Sears policy will ‘run-

off’ and non-renew.”  Starr and Transform (or its agent Aon) negotiated and 

contracted from their offices in different states. But neither the place of contracting 
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nor the place of negotiation is significant when, as here, the parties conducted both 

from offices in different states.  Sonat Expl., 271 S.W.3d at 233 & n.22 (citing 

RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 188 cmt. e); see Exco Res., Inc. v. 

Cudd Pressure Control, Inc., No. 05-14-01364-CV, 2016 WL 2726539, at *7 (Tex. 

App.—Dallas May 9, 2016, no pet.) (mem. op.).  

Place of performance 

 Transform contends the place of performance strongly favors Texas law 

because Starr’s obligation to investigate the claim occurred in Texas.  Alternatively, 

it contends Illinois was the place of performance because Transform was billed in 

Illinois and issued payment from there.  Starr contends the place for its own payment 

obligations under the Policy was New York.   

This factor does not weigh heavily in favor of any particular state.  In certain 

circumstances, such as a suit for breach of a personal services contract, the place of 

performance is considered the most important factor.  See Ennis, Inc., 427 S.W.3d 

at 534.  When the performance is limited to the payment of premiums or proceeds, 

as here, the place where payment is to be made seems to be “of no particular 

consequence.”  Hartford Underwriters Ins. Co. v. Found. Health Servs., Inc., 524 

F.3d 588, 596 (5th Cir. 2008).   

Location of subject matter 

Another factor is the location of the subject matter of the contract.  Transform 

contends this factor favors Texas law because the tornado occurred in Garland and 
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afterwards the goods were relocated to Dallas.  When a contract affords protection 

against a localized risk, the location of the risk is significant.  RESTATEMENT 

(SECOND) OF CONFLICT OF LAWS § 188 cmt. e. But where the subject matter is located 

in multiple states, the location of the subject matter of the contract is not significant.  

Sonat Expl., 271 S.W.3d at 233; see Reddy Ice Corp. v. Travelers Lloyds Ins. Co., 

145 S.W.3d 337, 345 (Tex. App.—Houston [14th Dist.] 2004, pet. denied) (citing § 

193 of Restatement).  Here, Transform did not obtain the Policy to cover only 

merchandise located in Texas. The Policy provided coverage in most U.S. States and 

some international coverage. Further, in considering whether Starr breached the 

contract, the location of the damaged merchandise is not relevant to interpretation of 

the Policy.  

Transform contends a survey of Texas law found that in insurance cases where 

choice of law is an issue, Texas courts apply the law of the state where the insured 

risk was located.  Transform relies on the following language in a federal district 

court order:  “There are relatively few Texas choice of law cases in ordinary 

insurance disputes, perhaps because it never occurs to most litigants to argue for the 

law of the state of the insurance company, instead of the law of the state of the 

insured . . . . As a consequence, many of the reported cases involve unusual facts, 

but nonetheless apply the law of the state where the risk is located.”  See Gyarmathy 

& Assocs. v. TIG Ins. Co., No. Civ.A. 3:02-CV-1245, 2003 WL 21339279, at *2 n.4 

(N.D. Tex. June 3, 2003) (Godbey, J.).  The omitted portion of the quote, however, 



 –15– 

states that such a “result is statutorily required in most circumstances involving 

Texas insureds” by the Texas Insurance Code which requires that Texas law applies 

to contracts of insurance payable to a citizen or inhabitant of this state by any 

insurance company doing business here. Id.; see TEX. INS. CODE ANN. art. 21.42. 

Gyarmathy does not persuade us that Texas law applies here.  

Place of incorporation and place of business of the parties 

 The final factor is the parties’ domicile, residence, nationality, place of 

incorporation, and place of business.  Again, in this context, a corporation’s principal 

place of business is a more important contact than its place of incorporation.  

RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 188 cmt. e. Thus, this factor points 

to either Illinois or New York, not Texas. 

 The Section 188 factors do not clearly favor one state over others.  Given that 

Transform sought to insure its merchandise in nearly all states, there is no single 

state that would have “loomed large” in the parties’ minds when entering into this 

insurance agreement.  See Sonat Expl., 271 S.W.3d at 234.  Our analysis suggests 

the law of either New York or Illinois might apply.  See id. The Section 188 contacts 

analysis does not point to Texas.   

Turning to the factors in Section 6 of the Restatement, one is the most 

significant in contract cases—the protection of the justified expectations of the 

parties.  Id. at 234–35; see RESTATEMENT (SECOND) OF CONFLICT OF LAWS § 188 

cmt. b. Transform argues that because Starr chose to incorporate and conduct 
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business in Texas, it should have expected that Texas law would govern when it 

caused injury in Texas.  As we have said throughout this opinion, the tornado, not 

Starr, caused injury to Transform’s goods in Texas.  Starr allegedly breached the 

contract by refusing to pay the claim.  Because Transform was insuring merchandise 

in many locations, when the contract was formed the parties would not have had a 

justified expectation that Texas law, or the law of any one place where merchandise 

was located, would apply to a dispute.  Again, given the relative importance of the 

New York contacts to this insurance dispute, the parties could have anticipated suit 

would be brought in New York and that New York law would govern.  See 

Minnesota Min., 953 S.W.2d at 737.  The trial court did not err in determining that 

New York law applies to Transform’s breach of contract claim.  

We affirm the trial court’s order. 
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 In accordance with this Court’s opinion of this date, we AFFIRM the trial 

court’s amended order on choice of law. 

 

 It is ORDERED that appellee STARR INDEMNITY & LIABILITY 

COMPANY recover its costs of this appeal from appellant TRANSFORM 

HOLDCO LLC. 

 

Judgment entered this 13th day of June 2025. 

 


