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Hagrris v. HELExA Rice Drier, Ixc.
5-1129 297 S. W. 2d 652
Opinion delivered January 14, 1957.

1. CONTRACTS—CONSTRUCTION OF LANGUAGE.—Although the contract
initially referred only to the 1949 rice crop, it acknowledged the
receipt of $750 as an advance payment for the drying and storage
of rice, and the final sentence read: ‘“It is agreed that this con-
tract shall remain in effect, regardless of the above specification
of the number of years, until the full amount of the advance pay-
ment has been paid.” Held: The duty to perform the contract
still existed in 1954.

2. CONTRACTS—CONSTRUCTION OF LANGUAGE—DAY IN COURT.—Provi-
sion in escrow agreement, that if any demand should be made
against the corporation which could not be satisfactorily adjusted
between the vendor and the claimant, “the escrow agent shall con-
tinue to hold said notes subject to a final adjudication” by a court
of competent jurisdiction, held satisfied by suit between vendor
and purchasers wherein the validity of a claim against the corpo-
ration was put in issue. .

3. CONTRACTS — ASSUMPTION OF CORPORATE LIABILITIES OR DEBTS —
RIGHTS OF PERSON ASSUMING.—Principal stockholder, who agreed
to assume all corporate liabilities outstanding in connection with
the sale of his interest in the corporation, held not prejudiced by
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the manner in which the corporation satisfactorily discharged a
valid outstanding obligation.

Appeal from Phillips Chancery Court; Ford Swmith,
Chancellor; affirmed.

John C. Sheffield, for appellant.
D. S. Heslep, for appellee.

Georee Rose Smrre, J. This suit was brought by
the appellee to require R. E. Harris to satisfy of record
a deed of trust executed by the appellee in 1951. Harris
admits that nearly all of the indebtedness secured by the
deed of trust has been paid; the only point now in con-
troversy is whether the appellee is entitled to be cred-
ited with an item amounting to $750. -The chancellor
decided this issue in favor of the plaintiff and granted
the relief sought.

Harris organized the appellee corporation in 1949
and was originally its principal stockholder. On April
16, 1951, Harris sold his interest in the company to the
other stockholders, the unpaid purchase price being evi-
denced by notes totaling $102,000. The corporation exe-
cuted its deed of trust to secure the debt which the new
owners owed to Harris. In the contract of sale Harris
agreed to pay all liabilities of the corporation that were
then outstanding. The pivotal question in the case is
whether the corporation was justified in honoring, over
Harris’s protest, a $750 claim which was asserted against
it under a written agreement that the corporation had
made with D. L. Abernathy and William Eifling in 1949.

In the first paragraph of the contract with Aber-
nathy and Eifling the corporation agreed to dry and store
rice of the 1949 crop at twelve and a half cents a bushel.
In a subsequent paragraph the corporation acknowledged
the receipt of $750 as an advance payment for the dry-
ing and storage of rice and bound itself to reserve for
one year, for the exclusive use of Abernathy and Eifling,
storage capacity for 6,000 bushels. Harris has con-
tended all along that the corporation’s original obliga-
tion related only to the 1949 crop, that as president of
the company he gratuitously extended the agreement to
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include the 1950 crop, and that the contract expired as a
result of the failure of Abernathy and Eifling to utilize
the company’s drying and storage facilities in either of
those years.

Abernathy and Hifling did not agree with Harris’s
view that the agreement expired in 1950. In 1952 or
1953 they consulted their attorney and were told that
" the contract was still in force and could be availed of in -
a later year. They quit farming in 1954 and undertook
to recover their investment in the contract by transfer-
" ring it to B. C. Culp, for value. The appellee, upon the
advice of its own attorney, recognized its obligation un-
der the contract and dried 5,000 bushels of rice for Culp
at fifteen cents a bushel. It now asks credit for having
discharged a corporate liability that was outstanding in
1951, when the appellant agreed to satisfy all existing
obligations of the corporation.

We think the appellee was correct in its conclusion
that the duty to perform the 1949 contract still existed
in 1954. Although the agreement initially refers only
to the 1949 crop, the document later acknowledges the
receipt of $750 as an advance payment for the drying
and storage of rice, and the final sentence reads: ‘“It is
agreed that this contract shall remain in effect, regard-
less of the above specification of the number of years,
until the full amount of the advance payment has been
repaid.”” This clause unmistakably qualifies the pre-
ceding provisions of the agreement and creates a con-
tinuing obligation on the part of the promisor.

A second contention made by the appellant involves
an esecrow agreement that was executed in connection
with Harris’s sale of his stock in the corporation. By
this agreement the purchasers’ notes were placed in es-
crow with a bank. Harris relies upon a paragraph in
this agreement which provides that if any demand should
be made against the corporation which cannot be satis-
factorily adjusted by Harris and the claimant, ‘‘then the
escrow agent shall continue to. hold said notes subject
to a final adjudication’’ by a court of competent juris-
diction. We do not agree with the appellant’s sugges-
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tion that this clause took from the appellee the privilege
of voluntarily recognizing its duty under the 1949 con-
tract, without first compelling the creditor to resort to
litigation. This provision in the escrow agreement was
undoubtedly inserted for the purpose of affording Har-
ris an opportunity to contest the validity of claims as-
serted against the corporation. The present case has
given Harris his day in court with reference to the var-
ious legal questions arising from the Abernathy-Eifling
contract; so he has no basis for complaint.

Finally, Harris attempts to interpose certain tech-
nical objections to the transaction by which the appellee
discharged its obligation under the 1949 agreement. It
is said that the contract was not assignable (but see
Ark. Stats. 1947, § 68-801), that the assignment to Culp
should have been in writing, and that the contract called
for the drying of 6,000 bushels of rice at twelve and a
half cents a bushel instead of the drying of 5,000 bushels
at fifteen cents. Harris is not in a position to raise
these objections, for he has not been prejudiced by the
appellee’s handling of the matter. Harris, by reason of
his assumption of the corporate liabilities, was responsi-
ble for the $750 claim that existed under the Abernathy-
Eifling contract. The appellee discharged that obliga-
tion, to the creditor’s satisfaction, by the rendition of
services worth the face amount of the claim. In these
circumstances Harris has received the benefit of the
transaction and was correctly required by the trial court

to satisfy the record of the mortgage indebtedness.
Affirmed.



