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Corrigan, J.
The parol evidence rule protects the integrity of written contracts by mak-

ing their terms the exclusive evidence of the parties’ agreement. However, an 
established exception to the rule allows a party to present extrinsic evidence 
to show that the agreement was tainted by fraud. Here, we consider the scope 
of the fraud exception to the parol evidence rule.

As we discuss below, the fraud exception is a longstanding one, and is 
usually stated in broad terms. However, in 1935 this court adopted a limita-
tion on the fraud exception: evidence offered to prove fraud “must tend to 
establish some independent fact or representation, some fraud in the procure-
ment of the instrument or some breach of confidence concerning its use, and 
not a promise directly at variance with the promise of the writing.” (Bank of 
America etc. Assn. v. Pendergrass (1935) 4 Cal.2d 258, 263, 48 P.2d 659 (Pen-
dergrass).) The Pendergrass rule has been criticized but followed by California 
courts, for the most part, though some have narrowly construed it. The Court 
of Appeal in this case adopted such a narrow construction, deciding that evi-
dence of an alleged oral misrepresentation of the written terms themselves is 
not barred by the Pendergrass rule.

Plaintiffs, who prevailed below, not only defend the Court of Appeal’s 
holding but, alternatively, invite us to reconsider Pendergrass. There are good 
reasons for doing so. The Pendergrass limitation finds no support in the lan-
guage of the statute codifying the parol evidence rule and the exception for 
evidence of fraud. It is difficult to apply. It conflicts with the doctrine of the 
Restatements, most treatises, and the majority of our sister-state jurisdictions. 
Furthermore, while intended to prevent fraud, the rule established in Pender-
grass may actually provide a shield for fraudulent conduct. Finally, Pendergrass 
departed from established California law at the time it was decided, and nei-
ther acknowledged nor justified the abrogation. We now conclude that Pender-
grass was ill-considered, and should be overruled.

I. Background

Plaintiffs Lance and Pamela Workman fell behind on their loan payments 
to defendant Fresno-Madera Production Credit Association (Credit Associa-
tion or Association). They restructured their debt in an agreement, dated 
March 26, 2007, which confirmed outstanding loans with a total delinquency 
of $776, 380.24. In the new agreement, the Credit Association promised it 
would take no enforcement action until July 1, 2007, if the Workmans made 
specified payments. As additional collateral, the Workmans pledged eight sep-
arate parcels of real property. They initialed pages bearing the legal descrip-
tions of these parcels.
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The Workmans did not make the required payments. On March 21, 2008, 
the Credit Association recorded a notice of default. Eventually, the Workmans 
repaid the loan and the Association dismissed its foreclosure proceedings. 
The Workmans then filed this action, seeking damages for fraud and negligent 
misrepresentation, and including causes of action for rescission and reforma-
tion of the restructuring agreement. They alleged that the Association’s vice 
president, David Ylarregui, met with them two weeks before the agreement was 
signed, and told them the Association would extend the loan for two years in 
exchange for additional collateral consisting of two ranches. The Workmans 
further claimed that when they signed the agreement Ylarregui assured them 
its term was two years and the ranches were the only additional security. As 
noted, the contract actually contemplated only three months of forbearance 
by the Association, and identified eight parcels as additional collateral. The 
Workmans did not read the agreement, but simply signed it at the locations 
tabbed for signature.

The Credit Association moved for summary judgment. It contended 
the Workmans could not prove their claims because the parol evidence rule 
barred evidence of any representations contradicting the terms of the written 
agreement. In opposition, the Workmans argued that Ylarregui’s misrepresen-
tations were admissible under the fraud exception to the parol evidence rule. 
Relying on Pendergrass, supra, 4 Cal.2d 258, 48 P.2d 659, the trial court granted 
summary judgment, ruling that the fraud exception does not allow parol evi-
dence of promises at odds with the terms of the written agreement.

The Court of Appeal reversed. It reasoned that Pendergrass is limited to 
cases of promissory fraud.1 The court considered false statements about the 
contents of the agreement itself to be factual misrepresentations beyond the 
scope of the Pendergrass rule. We granted the Credit Association’s petition for 
review.

II. Discussion

a. the parol evidence rule and the pendergrass limitation

The parol evidence rule is codified in Code of Civil Procedure section 
1856 and Civil Code section 1625. It provides that when parties enter an inte-
grated written agreement, extrinsic evidence may not be relied upon to alter 
or add to the terms of the writing. (Casa Herrera, Inc. v. Beydoun (2004) 32 
Cal.4th 336, 343, 9 Cal. Rptr. 3d 97, 83 P.3d 497 (Casa Herrera).) . . . There is no 
dispute in this case that the parties’ agreement was integrated.

Although the parol evidence rule results in the exclusion of evidence, it 
is not a rule of evidence but one of substantive law. (Casa Herrera, supra, 32 
Cal. 4th at p. 343, 9 Cal. Rptr. 3d 97, 83 P.3d 497.) It is founded on the princi-
ple that when the parties put all the terms of their agreement in writing, the 
writing itself becomes the agreement. The written terms supersede statements 
made during the negotiations. Extrinsic evidence of the agreement’s terms is 
thus irrelevant, and cannot be relied upon. . . . 

1. One of the forms of “[a]ctual fraud” is “[a] promise made without any intention of performing 
it.” (Civ. Code, §1572, subd. 4]) . . . . 
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Section 1856, subdivision (f) establishes a broad exception to the opera-
tion of the parol evidence rule: “Where the validity of the agreement is the fact 
in dispute, this section does not exclude evidence relevant to that issue.” This 
provision rests on the principle that the parol evidence rule, intended to pro-
tect the terms of a valid written contract, should not bar evidence challenging 
the validity of the agreement itself. “Evidence to prove that the instrument is 
void or voidable for mistake, fraud, duress, undue influence, illegality, alter-
ation, lack of consideration, or another invalidating cause is admissible. This 
evidence does not contradict the terms of an effective integration, because 
it shows that the purported instrument has no legal effect.” (2 Witkin, Cal. 
Evidence (5th ed. 2012) Documentary Evidence, § 97, p. 242; . . . .) The fraud 
exception is expressly stated in section 1856, subdivision (g): “This section 
does not exclude other evidence . . . to establish . . . fraud.”

Despite the unqualified language of section 1856, which broadly permits 
evidence relevant to the validity of an agreement and specifically allows evi-
dence of fraud, the Pendergrass court decided to impose a limitation on the 
fraud exception. The facts of Pendergrass are similar in certain respects to those 
here. Borrowers fell behind on their payments. They and the bank executed a 
new promissory note, which was secured by additional collateral and payable 
on demand. Soon after it was signed, the bank seized the encumbered prop-
erty and sued to enforce the note. In defense, the borrowers claimed the bank 
had promised not to interfere with their farming operations for the remainder 
of the year, and to take the proceeds of those operations in payment. They 
alleged that the bank had no intention of performing these promises, but 
made them for the fraudulent purpose of obtaining the new note and addi-
tional collateral. (Pendergrass, supra, 4 Cal. 2d at pp. 259–262, 48 P.2d 659.)

The Pendergrass court concluded that further proceedings were required 
to determine whether the lender had pursued the proper form of action. (Pen-
dergrass, supra, 4 Cal. 2d at pp. 262–263, 48 P.2d 659.) However, the court also 
considered whether oral testimony would be admissible to establish the lend-
er’s alleged promise not to require payment until the borrowers sold their 
crops. “This promise is in direct contravention of the unconditional promise 
contained in the note to pay the money on demand. The question then is: Is 
such a promise the subject of parol proof for the purpose of establishing fraud 
as a defense to the action or by way of cancelling the note, assuming, of course, 
that it can be properly coupled with proof that it was made without any inten-
tion of performing it?” (Id. at p. 263, 48 P.2d 659.)

  “Our conception of the rule which permits parol evidence of fraud to 
establish the invalidity of the instrument is that it must tend to establish some 
independent fact or representation, some fraud in the procurement of the 
instrument or some breach of confidence concerning its use, and not a prom-
ise directly at variance with the promise of the writing . . . .” ([Pendergrass,] 
supra, at pp. 263–264, 48 P.2d 659.)

b. reactions to pendergrass

Despite some criticism, Pendergrass has survived for over 75 years and the 
Courts of Appeal have followed it, albeit with varying degrees of fidelity. (See 
Casa Herrera, supra, 32 Cal. 4th at p. 346, 9 Cal. Rptr. 3d 97, 83 P.3d 497; 
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 Duncan v. The McCaffrey Group, Inc. (2011) 200 Cal. App. 4th 346, 369–377, 
133 Cal. Rptr. 3d 280 [reviewing cases]; Price v. Wells Fargo Bank (1989) 213 
Cal. App. 3d 465, 484–485, 261 Cal. Rptr. 735 [discussing criticism]; Sweet, 
Promissory Fraud and the Parol Evidence Rule (1961) 49 Cal. L. Rev. 877 
(Sweet) [criticizing Pendergrass ].) Until now, this court has not revisited the 
Pendergrass rule.

The primary ground of attack on Pendergrass has been that it is inconsis-
tent with the principle, reflected in the terms of section 1856, that a contract 
may be invalidated by a showing of fraud. (Coast Bank v. Holmes (1971) 19 
Cal. App. 3d 581, 591, 97 Cal. Rptr. 30; Sweet, supra, 49 Cal. L. Rev. at p. 887; 
. . . . Evidence is deemed admissible for the purpose of proving fraud, with-
out restriction, in the Restatements. (Rest. 2d Contracts, § 214, subd. (d), and 
coms. c & d, pp. 134–135; . . . .) Most of the treatises agree that evidence of 
fraud is not affected by the parol evidence rule. (E.g., 6 Corbin on Contracts 
(rev. ed. 2010) § 25.20[A], pp. 277–280; . . . .) The majority of other jurisdic-
tions follow this traditional view. See . . . Pinnacle Peak Developers v. TRW 
Investment Corp. (Ariz. Ct. App. 1980) 129 Ariz. 385, 631 P.2d 540, 545 [col-
lecting cases]; Sweet, supra, 49 Cal. L. Rev. at p. 889.)

Underlying the objection that Pendergrass overlooks the impact of fraud 
on the validity of an agreement is a more practical concern: its limitation on 
evidence of fraud may itself further fraudulent practices. As an Oregon court 
noted: “Oral promises made without the promisor’s intention that they will 
be performed could be an effective means of deception if evidence of those 
fraudulent promises were never admissible merely because they were at vari-
ance with a subsequent written agreement.” (Howell v. Oregonian Publishing 
Co. (1987) 85 Or. App. 84, 735 P.2d 659, 661; see Sweet, supra, 49 Cal. L. Rev. 
at p. 896 [“Promises made without the intention on the part of the promisor 
that they will be performed are unfortunately a facile and effective means of 
deception”].) Corbin observes: “The best reason for allowing fraud and similar 
undermining factors to be proven extrinsically is the obvious one: if there was 
fraud, or a mistake or some form of illegality, it is unlikely that it was bargained 
over or will be recited in the document. To bar extrinsic evidence would be to 
make the parol evidence rule a shield to protect misconduct or mistake.” (6 
Corbin on Contracts, supra, § 25.20[A], p. 280.)

Pendergrass has been criticized on other grounds as well. The distinction 
between promises deemed consistent with the writing and those considered 
inconsistent has been described as “tenuous.” (Coast Bank v. Holmes, supra, 
19 Cal. App. 3d at p. 591, 97 Cal. Rptr. 30; . . . Sweet, supra, 49 Cal. L. Rev. at 
p. 896 [“any attempt to forecast results in this area is a hazardous undertak-
ing”].) The distinction between false promises and misrepresentations of fact 
has been called “very troublesome.” (Sweet, supra, 49 Cal. L. Rev. at p. 895.) 
It has also been noted that some courts have resisted applying the Pendergrass 
limitation by various means, leading to uncertainty in the case law. (See Dun-
can v. The McCaffrey Group, Inc., supra, 200 Cal. App. 4th at pp. 369, 376–377, 
133 Cal. Rptr. 3d 280; . . . .

In 1977, the California Law Revision Commission ignored Pendergrass 
when it proposed modifications to the statutory formulation of the parol evi-
dence rule. The Commission advised the Legislature to conform the terms of 
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section 1856 with rulings handed down by this court, observing: “As the parol 
evidence rule exists in California today, it bears little resemblance to the stat-
utory statement of the rule.” (Recommendation Relating to Parol Evidence 
Rule, 14 Cal. Law Revision Com. Rep., supra, pp. 147–148.) . . . 

Conspicuously omitted was any mention of Pendergrass and its nonstatu-
tory limitation on the fraud exception. The Commission’s discussion of the 
parol evidence rule set out the fraud exception without restriction, citing 
Coast Bank v. Holmes, supra, 19 Cal. App. 3d 581, 97 Cal. Rptr. 30, which was 
strongly critical of Pendergrass. [Id.] . . . 

On the other hand, Pendergrass has had its defenders. Its limitation on 
evidence of fraud has been described as “an entirely defensible decision favor-
ing the policy considerations underlying the parol evidence rule over those 
supporting a fraud cause of action.” (Price v. Wells Fargo Bank, supra, 213 Cal. 
App. 3d at p. 485, 261 Cal. Rptr. 735; accord, Duncan v. The McCaffrey Group, 
Inc., supra, 200 Cal. App. 4th at p. 369, 133 Cal. Rptr. 3d 280; . . . .)

c. pendergrass reconsidered

There are multiple reasons to question whether Pendergrass has stood the 
test of time. It has been criticized as bad policy. Its limitation on the fraud 
exception is inconsistent with the governing statute, and the Legislature did 
not adopt that limitation when it revised section 1856 based on a survey of 
California case law construing the parol evidence rule. Pendergrass’s diver-
gence from the path followed by the Restatements, the majority of other states, 
and most commentators is cause for concern, and leads us to doubt whether 
restricting fraud claims is necessary to serve the purposes of the parol evi-
dence rule. Furthermore, the functionality of the Pendergrass limitation has 
been called into question by the vagaries of its interpretations in the Courts 
of Appeal.

We respect the principle of stare decisis, but reconsideration of a poorly 
reasoned opinion is nevertheless appropriate. It is settled that if a decision 
departed from an established general rule without discussing the contrary 
authority, its weight as precedent is diminished. (See, e.g., Phelan v. Superior 
Court (1950) 35 Cal. 2d 363, 367–369, 217 P.2d 951; . . . .)

Earlier cases from this court routinely stated without qualification that 
parol evidence was admissible to prove fraud. (E.g., Martin v. Sugarman 
(1933) 218 Cal. 17, 19, 21 P.2d 428; Ferguson v. Koch (1928) 204 Cal. 342, 
347, 268 P. 342; Mooney v. Cyriacks (1921) 185 Cal. 70, 80, 195 P. 922; . . . .) 
As the Ferguson court declared, “Parol evidence is always admissible to prove 
fraud, and it was never intended that the parol evidence rule should be used 
as a shield to prevent the proof of fraud.” (Ferguson, supra, 204 Cal. at p. 347, 
268 P. 342.)

Historically, this unconditional rule was applied in cases of promissory 
fraud. For instance, in Langley v. Rodriguez (1898) 122 Cal. 580, 55 P. 406, the 
trial court excluded evidence of an oral promise by a packing company agent 
to make an advance payment to a grower. This court reversed, stating: “The 
oral promise to pay part of the agreed price in advance of the curing of the 
crop was in conflict with the provision of the written contract that  payment 
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would be made on delivery of the raisins at the packing-house, and if the 
promise was honestly made it was undoubtedly within the rule  forbidding 
proof of a contemporaneous or prior oral agreement to detract from the 
terms of a contract in writing. The rule cannot be avoided by showing that 
the promise outside the writing has been broken; such breach in itself does 
not constitute fraud. [Citations.] But a promise made without any intention 
of performing it is one of the forms of actual fraud (Civ. Code, sec. 1572); and 
cases are not infrequent where relief against a contract reduced to writing 
has been granted on the ground that its execution was procured by means 
of oral promises fraudulent in the particular mentioned, however variant 
from the terms of the written engagement into which they were the means 
of inveigling the party. [Citations.]” (Langley, supra, 122 Cal. at pp. 581–582, 
55 P. 406; . . . .)

. . . 

Accordingly, we conclude that Pendergrass was an aberration. It purported 
to follow section 1856 (Pendergrass, supra, 4 Cal. 2d at p. 264, 48 P.2d 659), 
but its restriction on the fraud exception was inconsistent with the terms of 
the statute, and with settled case law as well. Pendergrass failed to account for 
the fundamental principle that fraud undermines the essential validity of the 
parties’ agreement. When fraud is proven, it cannot be maintained that the 
parties freely entered into an agreement reflecting a meeting of the minds. 
Moreover, Pendergrass has led to instability in the law, as courts have strained to 
avoid abuses of the parol evidence rule. The Pendergrass court sought to “ ‘pre-
vent frauds and perjuries’ ” (id. at p. 263, 48 P.2d 659), but ignored California 
law protecting against promissory fraud. The fraud exception has been part 
of the parol evidence rule since the earliest days of our jurisprudence, and 
the Pendergrass opinion did not justify the abridgment it imposed. For these 
reasons, we overrule Pendergrass, and its progeny, and reaffirm the venerable 
maxim stated in Ferguson v. Koch, supra, 204 Cal. at page 347, 268 P. 342: “[I]t 
was never intended that the parol evidence rule should be used as a shield to 
prevent the proof of fraud.”

This court took a similar action in Tenzer v. Superscope, Inc. (1985) 
39 Cal. 3d 18, 216 Cal. Rptr. 130, 702 P.2d 212 (Tenzer). Tenzer disapproved a 
44–year–old line of cases to bring California law into accord with the Restate-
ment Second of Torts, holding that a fraud action is not barred when the 
allegedly fraudulent promise is unenforceable under the statute of frauds. . . . 
The court further reasoned that restricting fraud claims was not necessary to 
prevent nullification of the statute of frauds, because promissory fraud is not 
easily established. Proof of intent not to perform is required. It is insufficient 
to show an unkept but honest promise, or mere subsequent failure of perfor-
mance. . . . 

Here, as in Tenzer, we stress that the intent element of promissory fraud 
entails more than proof of an unkept promise or mere failure of performance. 
We note also that promissory fraud, like all forms of fraud, requires a showing 
of justifiable reliance on the defendant’s misrepresentation. . . . The Credit 
Association contends the Workmans failed to present evidence sufficient to 
raise a triable issue on the element of reliance, given their admitted failure 
to read the contract. However, we decline to decide this question in the first 
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instance. The trial court did not reach the issue of reliance in the summary 
judgment proceedings below, nor did the Court of Appeal address it.11

Iii. Disposition

We affirm the Court of Appeal’s judgment.
we concur: Cantil–Sakauye, C.J., Kennard, Baxter, Werdegar, Chin, 

and Liu, JJ.

Notes and Questions

1. Fraud in the inducement vs. fraud in the execution. As noted in the text 
following the Thompson case, the fraud exception to the parol evidence rule 
can be broadly divided into claims of fraud in the execution in which a party 
claims they were misled about the terms or contents of a writing (e.g., the oral 
agreement was for a larger house at 299 Maple Street but the written contract 
would convey the smaller house at 295 Maple Street) or fraud in the inducement 
in which the contents of the writing are correctly understood but other mis-
representations are used to induce a party to execute the writing (e.g., an oral 
representation that the roof on a house is only one year old when it is actually 
fifteen years old). In Sherrodd, it was clear that the contractor knew what was in 
the written contract but was allegedly given false commitments about future 
changes to get him to sign it. Thus, Sherrodd only involved a claim of fraud in 
the inducement.

The first Court of Appeal decision in Riverisland (perhaps stating the pri-
mary point of contention more clearly than the California Supreme Court 
opinion) described the alleged oral commitment from the defendant Credit 
Association as being a promise “to forbear from collection for two years” if the 
plaintiffs would pledge two additional parcels of property to secure the loan. 
Riverisland Cold Storage, Inc. v. Fresno-Madera Production Credit Ass’n, 119 
Cal. Rptr. 3d 380, 382 (Ct. App. 2011). Instead, the writing committed the bank 
to forbearance for only three months and contained a pledge of eight addi-
tional parcels of land. Does it appear that the plaintiffs in Riverisland alleged a 
misrepresentation about the content of the writing or about the way in which 
the promises contained in the writing would be performed? Should such a dis-
tinction, if possible, make a difference in the ability to pursue a fraud claim 

11. In Rosenthal v. Great Western Fin. Securities Corp. (1996) 14 Cal. 4th 394, 419, 58 Cal. Rptr. 2d 
875, 926 P.2d 1061 (Rosenthal), we considered whether parties could justifiably rely on misrepresenta-
tions when they did not read their contracts. We held that negligent failure to acquaint oneself with the 
contents of a written agreement precludes a finding that the contract is void for fraud in the execution. 
(Id. at p. 423, 58 Cal. Rptr. 2d 875, 926 P.2d 1061.) In that context, “[o]ne party’s misrepresentations as 
to the nature or character of the writing do not negate the other party’s apparent manifestation of as-
sent, if the second party had ‘reasonable opportunity to know of the character or essential terms of the 
proposed contract.’ [Citation.]” (Ibid.)

We expressed no view in Rosenthal on the “validity” and “exact parameters” of a more lenient rule 
that has been applied when equitable relief is sought for fraud in the inducement of a contract. (Rosen-
thal, supra, 14 Cal. 4th at p. 423, 58 Cal. Rptr. 2d 875, 926 P.2d 1061; . . . .) Here as well we need not 
explore the degree to which failure to read the contract affects the viability of a claim of fraud in the 
inducement.
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as the Court of Appeal had reasoned? (As noted before, the various aspects of 
fraud are addressed in more detail in Chapter 7.)

2. Promissory fraud and the ultimate outcome in Riverisland. The California 
Supreme Court opinion in Riverisland holds that the parol evidence rule excep-
tion for claims of fraud will be broadly construed and allow for pursuit of both 
fraud in the inducement and fraud in the execution. The court goes on, how-
ever, to make a further distinction about possible types of fraud in the induce-
ment, indicating that the plaintiffs’ claim was one for “promissory fraud” (i.e., 
making a promise with no intent to perform it) and observing that such fraud 
is very difficult to prove. The court emphasizes that merely failing to keep a 
promise is not the same thing as promissory fraud. On remand, how would the 
plaintiffs prove that the defendant made a promise with no intent to keep it?

The Riverisland court also stated, in an important footnote, that the plain-
tiffs must establish on remand that they “reasonably relied” on the alleged 
false promises or misrepresentations about the written contract despite the 
fact that they did not read the contract. Could reliance in that situation ever be 
reasonable? Would you be surprised to learn that on remand, the trial court 
again granted summary judgment for the defendant on all of the plaintiffs’ 
claims and that the Court of Appeal affirmed that outcome? See Riverisland 
Cold Storage Inc. v. Fresno-Madera Production Credit Ass’n, 2015 WL 2213195 
(Cal. Ct. App., May 11, 2015), Cal. Sup. Ct. review denied (Aug. 12, 2015) (sum-
mary judgment appropriate partly because of lack of justifiable reliance by 
plaintiffs and partly because the remedies being sought could no longer be 
granted due to performance of the parties).

3. Competing policy concerns in the Sherrodd and Riverisland cases. A common 
element in the Sherrodd and Riverisland cases is that the alleged fraud directly 
contradicted the terms of the written contract. The majority opinion in Sher-
rodd decided that the fraud exception to the parol evidence rule will not allow 
proof of fraud that is explicitly inconsistent with the writing because that 
would undermine the concept that a final writing becomes the embodiment 
of the parties’ contract. On the other hand, the unanimous court in Riveris-
land (and the dissenting judges in Sherrodd) concluded that the parol evidence 
rule should never be a bar to claim of fraud in the formation of the contract 
because such evidence, if convincing, would show that the writing was invalid 
and because refusal to allow the extrinsic evidence might shield fraudulent 
conduct. Is it possible to reconcile the two cases? If not, which approach do 
you find more persuasive?

Nanakuli Paving & Rock Co. v. Shell Oil Co.
United States Court of Appeals 
664 F.2d 772 (9th Cir. 1981)

Hoffman, District Judge:
Appellant Nanakuli Paving and Rock Company (Nanakuli) initially filed 

this breach of contract action against appellee Shell Oil Company (Shell) in 
Hawaiian State Court in February, 1976. Nanakuli, the second largest asphaltic 


