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SECURITY LIFE INSURANCE COMPANY w. LEEPER
' Op1n10n dehvered May 10 1926 ‘

INSURANCE—REINSTATEMENT OF , POLICY—ENLARGEMENT . OF . CON-
DITIONS——In a suit upon a reinstated policy -of life insurance,
whlch contamed a stlpulatlon allowmg remstatement as a matter
" of right uponi compliance with certain’ requlrements, the insurer
has no right to enlarge the terms upon’'which the remstatement
can be obtained. i R
.2.- -INSURANCE—ENLARGEMENT OF _CONDITIONS -OF . REINSTATEMENT.—

. Where a life msurance policy gave an absolute right of réinstate-
ment upon terms whlch did not include a new contract. with
refererice, to a forfeiture in case of sulcxde, the msurer had no

© right to lmpose that additional feature upon the assured in pro-

. curing a reinstatement. :

3. 'RELEASE—FRAUD—EVIDENCE.—Evidence held to estabhsh that

_ there was no fraud in the procurement of a release.’

4. CONTRACTS—MISTAKE OF LAW.——A mistake of law, in the absence
of fraud or .undue influence, does not afford ground for: the
~ abrogation or reformation of a contract. .
5. INSURANCE—SETTLEMENT OF CLAI‘VI—MISTALE —Settlement of
a clalm under a 11fe 1nsurance policy on the adv1ce of persons
representatlve that there was no liability thereunder, held not void

- for mutual mistake of law, of whlch msurer ’s representative had

superior knowledge. :
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Appeal from Chxcot Circuit Court; Turner Butler,
Judge; reversed.

Arthur-S. Lytton, 0 C. Burnside, and W. G. Streett,
for appellant.

John Bazter and R. W Wilson, for appellee

~ MecCutrocw, C. J. This is an action instituted by
appellee on a hfe insurance policy in the sum of $5,000
"to recover an unpaid balance, alleged to be Justly due,
‘there having already been paid a part-of the sum- named
‘in the policy. Appellant defended on the ground that
there was no liability at all on account of violation of a
- clause in the policy against suicide within one year, and
defended also on the ground that there had been a settle-
ment of the dlsputed claim, and that appellant had exe-
cuted a release i in cons1derat10n of the sum agreed upon.

The policy in question was issued on July 10, 1919,

on the life of James E. Leeper, in the sum of $5, 000, pay-
able to his W'lfe, the appellee, Julia Edna Leeper. There
was a provision in the policy that, in the event the
assured committed suicide within one year from date .
thereof, the amount payable should be limited to the sum
of one annual premium. There was also a provision in the
~ policy for a reinstatement in case of lapse or forfeiture
for nonpayment of premiums. There was a forfeiture
or lapse on March 10, 1921, by reason of failure to pay a
.premium, but on March 15, 1921, application for rein-
statement -was made in accordance with the terms of the
policy, and a reinstatement was granted. The applica-
- tion'reaffirmed the statements of the original policy, and
recited an agreement that ‘“in the event of self-destrue-
tion, whether sane or insane, within one year from the
date of approval by the company of this application for
.. reinstatement, the amount payable as a death benefit
under said policy shall be equal to two annual premiums
on said poliey, and no more.”’ . ,

~ * James E. Leeper committed suicide on November 1,
1921, at the town of Dermott, Arkansas, where he and
his wife, the appellee, resided, and a few days thereafter
appellee made proof of the death to the company.
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. -On November 13, 1921, Mr. C. V. Hicks of Chicago,
who is a lawyer by profession and a member of appel-
lant’s legal staff, went to Dermott for the purpose-of
adjusting the claim with appellee. He remained there
two days, and an agreement:was finally -entered into
between appellee and Hicks, acting -for ‘appellant,
whereby the latter paid the sum of $2,500.in full settle-
ment of appellee’s claim under the policy.. A written
release was signed by appellee, reciting the terms of the
~ policy and agreemg to accept the sum named in full
settlement. - :

-James E. Leeper had borrowed from appellant $200
and-on the trial of the cause the jury returned a verdict.
in'-favor .of appellee for the sum of $2,300, being the
amount of the policy after deducting the sum. of $2 500
already paid, and. the $200 loan.

The first contention of appellant is- that there is-no
l1ab1_11ty under the policy because of violation of . the
stipulation® against ‘suicide within one year, the conten-
tion being that the stipulation in the application was con-
trolling, and that the period: ran from the. date of .the
approval’ of: the application.” We -are of the opinion,
however, that-the point made by counsel is concluded.by
. the decision, of this court in the-case - of New York. Life
Insurance Co. v. Adams, 1561 Ark. 123.. ‘That case, the
same as the present one, was-a suit on a reinstated poliey
which contained a ‘stipulation allowing reinstatement .as
a matter of right-upon compliance with certain require- -
meénts, and we. decided that the company ‘‘had no.right
to enlarge the terms upon which reinstatement. could
be obtained.””” In that case the original poliey contained
no warranty 6f the truth of the answers of the assured,
and this court decided that the company had no power to
require & stipulation in the -application for reinstatement
that the answers and statements of the assured should be
treated as warranties. - The only provision-in the policy
now before us with respect to suicide related to the penod
Tunning from the date of the original policy, and, since
the policy gave an absolute right of reinstatement upon
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terms which did not include a new contract with reference
to suicide, appellant had no right to impose that addi-
tional feature upon the assured in procurmg ‘reinstate-
ment. The trial court was correct thérefore in holding
that the company was originally liable under the.policy,
notwithstanding the stipulation in-the application.
Appellee seeks to escape the effect of her settlement
of the claim and her release executed to appellant on three
grounds, namely: ‘(1). ~That Hicks, the agent of appel-
lant, perpetrated a frand on her by misrepresenting
the state of the law with reference to the effect of the
suicide clause set forth in the application' for reinstate-
ment; (2) that the settlement was made under a
mutual mistake of the parties as to the law with refer-
ence to the effect of the suicide clause; and (3), that she
was mentally incapable of entering 1nto a contract of
settlement at the time' the release was signed. These
questions were submitted to the jury, and the verdlct
was, as before stated, in favor of appellee. - :
There is very httle, if any, dispute as to the rhaterial
facts concerning the éxecution of the release by appellee’
and thé attendant circumstances. James E. Leeper was
the postmaster at Dermott, and, four days after his death,
appellee was appointed postmstress, and she was actmg A
in'that capacity until after this settlement was made with
appellant:  "Appellee gave her personal attention to the
management of the postoffice, and worked from seven .
o’clock in the morning until seven o’clock in the evening:
She had several clerks or assistants in the office. When
Hicks arrived in Dermott on November 14, 1921, hié called
upoh’ appellee at the postoffice, and d1scussed ‘with ‘her
the question of liability under the pohcy, and- showed
her the ‘suicide’clause set forth in the apphcatlon for
reinstatément. He asserted to her at that time that the
company was not.liable for more than two premiums ‘on
account of the violation of the suicide ¢lause, and he
adhered to that assertlon throughout subsequent nego-
tiations.*" There were several interviews between Hicks
and appellee, and at the second one, which was late in the



ARK.] Security Lire INsurance Co. v. LEEPEE. 81

afternoon of the second day of Hicks? visit to Dermott,
he made appellee an offer to pay $1,000 in full settlement,
which offer appellee declined. - The settlement was made
that night, at a meeting at the office of a bank in Dermott,
at which meeting there were present, in addition to
Hicks and appellee, a Mr. Franklin, the .cashier of the
bank, who was appellant’s local agent and a Mr. Helm-
stetter and Judge Hammock; the chancellor of that dis:
trict, both of the latter being personal friends of appellee,
and they attended the meeting as her friends and
advisers. This meeting had been - ‘previously arranged.
In the discussion there Hicks renewed the claim-that the
policy had’been forfeited, and that there was no liability
on account of the breach of the suicide clause. Hicks .
also renewed his offer of $1, 000 which was again
declined, and thereupon Helmstetter requested Hicks to
leave the room for a while so as to permit a conference
between the others present. Franklin was, as before
stated, local agent of appellant, but did not attend the
meetmg in that capacity, and had no authority from the
company-to-make, a settlement or to participate therein.
After a conference ‘between those who remained in the
room, lastmg twenty or thlrty minutes, Hicks was
recalled and was asked to' increase his offer of settle-
ment to $2,500, it being urged upon him by those present
that it would be good business policy, even if there was
no- liability, ‘as the company was domg a considerable
+ amount of business in'that locality. Hicks accepted the
offer; after some hesitancy; and after being assured by
Judge Hammock that, if the company found fault with
him in making the settlement for that sum, they would vol-
unteer to defend his course in ‘the matter "The séttle-
ment was ‘then closed at this meeting, the rélease was
srgned and the money was paid_.over to appellee. It is
not contended that there was any mlsrepresentatmn made
by Hicks as to ‘any facts concerning the contents of the
policy or ‘any other fact, but that there: was’ merely ‘a
misstatement of the law coricerning ‘the legal “effect of
the stipulation in the application for reinstatement. It
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seems clear to us that there is not the slightest evidence
of any fraud involved in the statement concerning the
legal effect of this stipulation. The Adams case, supra,
was decided by this court on December 19, 1921, more
than a month after this settlement was made, therefore
the question of law involved was, at least, an open one
in this State at the time of the settlement.- There was
no representatlon as to any particular decision of -this
court or of any other court, but merely a claim on the
part of Hicks that the stlpulatmn in the application was
legally controlling. There is nothing to show that this
contention ‘was not made in perfectly good faith, for
the law on the point was unsettled until the subsequent
decision of this court. It must be remembered, too, that
the parties were dealing at arm’s length, and appellee
had her friends and advisers present, and had no right
to rely upon the staterment of appellant as to the law
applicable to the case. She and her advisers had the
same opportunities as Hicks did to ascertain the state
of the law on the subject. The record is entirely devoid
of any act of fraud or any fraudulent intent on the part of
Hicks, and that feature of the case may readlly be elim-
inated.

- Nor do we think that the ev1dence 18 legally sufficient
to show lack of mental capacity on the part ‘of appellee
at’ the time she made the settlement. It is true ‘that
some of the witnésses, including witness Franklin, testi-
fied that appellee was laboring under intense - mental
strain’ on account of the tragic death of her.husband—
that she was a mental wreck, as some of them. stated.
These statements were, however, mere conclusions of a
rélative degree of lack of mental capacity, for the undis-
puted evidence shows that appellee was a woman of intel-
ligence and business capacity. She was engaged in busi- -
ness for herself at the time of the death of her husband,
and she immediately took charge of the postoffice “and
operated it and was attending to the affairs of the postof-
fice during both of the days when ‘her interviews with
Hicks occurred. Her own testimony shows beyond dispute
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that, while she was laboring under mental strain, she
. was fully capable of making a contract, for she acted
..with the utmost caution, and refused to make any settle-
‘ment under .the policy, even though a: very substantial
sum.was offered, until she finally mét. with her. friends
:and submitted . a counter proposal, which wasg accepted
.. by Hicks.. . It is only natural that she should have been
- laboring. under more or less mental strain, but this settle-

" ment occurred two weeks after the death of her husband,"

and there is no indication that she was lacking in-that
degree -of mental capacity to make a valid contract.
. There was'nothing hasty about the negotiations between
appellee and Hicks, but there were different- interviews
. during the period- of 'two ‘days, and this settlement was
negotiated after delibérate conference, not only between
Hicks and the others present ‘at the meeting, ‘but the
- counter proposal was- agreed upon in Hicks’ absence,
- and was -submitted to him in appellee’s  presence by
‘her friends and advisérs. - We are clearly. of the:opinion
that the contract was entered into by appellee advisedly
and.deliberately, and that she was capable of. makmg the
contract at that time.: '
The final conténtion is that there was a mutual mis-
‘take as to the law which induced the settlement, and that
appellee is not bound by it. It is a rule of almost uni-
versal application that a mistake of law, in the absence
.. of fraud or undue influence, does not afford grounds for
- the abrogation or reformation of a contract.. Such has
~been the rule declared by this court. Lawrence County
Bank v. Arndt, 69 Ark. 406; Phoenix Assurance Co. V.
~ Boyette, 77 Ark 41, "In those ¢ases it was held that,
where the’ contract, was induced by reliance upon’ the
superior knowledge of one of the parties, grounds for
- reformation were thus afforded, and this was found to be
. an exception to the general rule -Those cases, however,
related to questions of the ‘interpretation of the. con-
..tract, and the effect of each of the decisions was. that .
the court would place such interpretation upon it as
was represented at the time of its execution by the party
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havmg the supenor knowledge on the subject. .The
‘present case is not’ one like those cited, which-concern
the representatmns made at the time of the execution
of the original contract, but it is one where the repre-
sentatlons or mistake arose at.the time of the settlement
of hablhty under the original contract. But, at any rate,
.this is not a case where the question of superior knowl-
edge. on, the. sub;]ect is 1mportant for, as before stated,
the partles were dealing at arm’s length and Hicks was
representmg an adverse mterest whilst appellee was
actlng upon the advice of those upon whom she. rehed
.in accepting as true the statement that there was mno
hablhty under the contiact. ‘This is merely. an 1nstance
-of adverse claims with respect to liability, and which
.Was compromised and settled. If it be the law that, When-l
.ever parties settle their differences concerning. 11ab111ty
/in an uncerta,m state of the law and it afterwards turns
"out that they were mistaken the settlement can be disre-
garded, then there.is no stabﬂlty whatever about such a
settlement ‘even though made in the utmost good faith.
The law has been definitely settled to the. contrary by
- the Supreme Court of the United States in the case of

Mutual, Life Insurance Co. v: thwney, 178 U. S. 327,
‘where the court speakmg through Mr. J ustice Brewer,
said :.

_“But Whether that statement of the agent was cor-
.rect in matter of law is doubtful; ‘whether true or. false,
- or, more ac,cu,rately, whether correct or not, in its 1nter-
pretation of the law  applicable to this contract,
immaterial. It was merely a,statement of what he sup—
_posed the law was, and the 1nsured was under the same -
obligations to know. the law that the company, or its
.agent, was. The jury evidently proceeded upon the sup-
position that the insurance company, located in. New
York, knew what the law of that State was; the insured,
res1d1ng in Washington, did not, and When the agent
stated what the condition of the contract was, he mis-
represented the law of New York, of which the insured
‘was ignorant, and, being ignorant, was not bound by any
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act based thereon in the way of abandonment or rescis-
sion. But surely no such rule as that obtains. When
two parties enter into a contract, and make it determin-
able by the law.of another State it is concluslvely, pre-
sumed that each of them knows the law in respect to
which they make the contract. There is no presumptlon
of ignorance on the one side and knowledge on the other.’

.Upon.the whole case we are convinced that there is
,no theory supported by legally sufficient evidence -upon
which appellee can escape the effect of her voluntary
settlement and release of all claims against- the. company
under the policy. There was no fraudulent mispresen-
tation, nor duress, nor lack of mental capacity. It is
merely a case of voluntary settlement of a disputed claim
of liability, and the settlement is concluswe upon both
parties.

It follows that the Judgment must be reversed, and
it is so ordered, and, the facts being undisputed, Judg-
‘ment will be entered here dismissing the complalnt

" Woop and HumpaREYS, JJ., dissent.

Humrazreys, J. The undlsputed testlmony 1n the
case shows that the settlement was procured upon the
representatlon of V. Y. Hicks, an attorney from Chicago
in the employ of the insurance company, that, under the
law applicable to the suicide clause in the renewal policy,
appellee could only recover ‘two annual premiums. He
professed to know the law, and assured appellee and her
advisers that such was its effect. He was apprlsed by -
appellee and her advisers that they .did not.-know the
law, and that they were making settlement with him
in reliance by them 1ipon his representation. He was in
.error as to the law and its effect. - The shicide clause
was of no avail to appellant as a defense to the cause of
action. Appellee was entitled to recover the face of the
policy at the time the settlement was made. New York
Life Insurance Company v. Adams, 151 Ark. 123. The
law declared in the case cited was the law in Arkansas
at the time Hicks induced the settlement by misstating
the law and its effect to appellee. - The most that can
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be said for Hicks is that he thought he knew the law, and
was in good faith. His good faith cannot help appellee
unless the company pays her what it justly owed her at
the time the settlement was induced. The misstatement
. of the law by one who professed superior knowledge
induced the settlement. The settlement could not have
been accomplished: except through a mutual mistake of
law.. Under these circumstances the settlement should
not be treated as an.accord and satisfaction, and, for the
reason stated, Justice Woop and myself dlssent from the
magorlty op1n1on



