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PLEDGES —Whele collateral is a551gned to secure, the payment of
a note, payment of the debt evidenced by note extmgulshes both
the note and the assignment, after which the assignee has no
interest in the collateral that he can assign or transfer. ' So

.where a policy of life'insurance: was assigned as collateral to

secure a. note, and the assignee retainéd the policy after the note

‘was paid, he could not hold it as security .for a new debt without

an agreement to that effect with the insured; and on the death of
the insured, the assignee had no interest in the poliey, since his
interest was- extmgulshed on payment of the first note. C. & M.

.Dig., §§ 7885-6.
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2, +INSURANCE—A, wife named, as beneficiary in, he1 husband’s life

. pohcy has a quahﬁed interest therem subJect to- hls rlght to

. change beneﬁc1a1y, and oral ass1gnment of pohcy m he1 posses-
swn and w1thout her consent is mvahd ' :

Appeal hom Mom o€, Chanee1y Comt A L I[ut(h-
ms .Chancellor; affirmed. .

LH, P. Swith and James. R Campbell for appellant

W -W. Sharp,. for.. dppellee

l\ICHANL\ J. The facts'in, this case are, not in dlq-
pute;, most of them bemv stlpuldted On Malch 2, 1999
.. T. Dyer, .deceased, husband of. appellee contracted
with appellant to finance him to make a clop . dmmo' said
year to the extent of $2,000. On sald date he executed
and dehvered h1s ‘note to appellant f01 sald snm due
chattels and all 01 ops ‘to be gr own by h1m At appellant s
81wgest10n or by his 1equ11ement M1 DYGI applied. for
and was issued a policy of life 1nsmdnce in the Reliance
L1fe Insulance Company 1n the sum of. $3 000, the fir st
prenuum belng pald by. dppellant and char O'ed to Dyer’s
account., This. pohoy was dehveled Aprll 10 1929, and
appellee was mnamed bu1eﬁ01a1y therem On said ldSt-
mentloned date‘,_‘l\‘h and Vhs Dyer executed and de—
pohey of i 1nsurance “F01 value 1ece1ved I hereby asswn
and t1ansfe1 uinto R. B Stnckland Clarendon, Arkansas,
so far as his mtel est ‘shall appear,-all my right, title and
intetest in policy No. 451074; issued by the Reliance Life
Insurance Company of Pittsburgh upon -the life-of B.“T.
Dyer, of Clarendon;: Arkansas; dlld dated the 23 day of

- Moo .
L\lcuuh 1929, s

. ¢“Witness: my. hand dnd sedl thls 10 day of Aprll'
nineteen: hundred and. twenty-nine. ; o
S “(Swned) Insured: E..T. Dyel

O T L “Beneﬁelary Julia. S. Dyer A
. ThlS ass1gnment was duly. exeeuted and : acknowl-
.edged on forms. furnished by. the.company..and a .copy
‘retamed by .it: and a copy delivered to appellant. . The
note, for which this assignment.was given as additional
-security, was paid in full,on October 30, 1929, one.day
before, its due. date, and .the note and mortgage sur-
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rendered and canceled. Thereafter, beginning on No-
vember 11, 1929, Mr. Dyer made other small purchases
on credit, and on January 1, 1930, owed appellant $40.75.
Dyer again arranged for a.dvances in the sum of $2,000
for said year, for which he executed a new note and chat-
tel mortgage. This year’s indebtedness was not paid.
On April 20, 1932, a settlement was had between them in
which it was agreed that Dyer owed appellant $1,989.63,
for which a new note and chattel mortgage were given
at 8 per cent. Other credits were thereafter extended and
two payments of $100 each were made by him. Dyer died
in December, 1934.

Appellee brought this action against the insurance
company to recover the $3,000. It admltted liability, paid
the money into court, and interpleaded appellant on the
ground that he claimed some interest in the proceeds of
'cald policy by reason of said assignment. He thereupon
filed an answer setting up said assignment, Dyer’s in-
debtedness to him at the time of his death, and prayed
that he be permitted to recover from the proceeds of said
policy the amount of his debt in excess of $2,000 with in-
terest. Trial resulted in a decree for appellee except
one quarterly premium paid by appellant in 1930 in the
sum of $9.37, which amount was awarded him.

The trial court held that said assignment was given
appellant to secure said note for $2,000 dated March 2,
1929, and that when said note was paid on October 30,
1929, the note and mortgage, as well as said assignment,
were extinguished and became null and void.

We think the trial court was correct in so holding.
Payment of a negotiable instrument by the maker dis-
charges the instrument and all persons secondarily liable.
Section 7885 and 7886, Crawford & Moses’ Digest. Nec-
essarily, therefore, all collateral deposited with the payee
as security for the debt is discharged when the instru-
ment it secures is discharged. As stated in 5 C. J., page
958: ‘“Where the debt for which the collateral is given
is paid, the right to hold the collateral ceases, and after

- that time the assignee has no interest in the collateral
that he can transfer to another.”” Therefore, when Mr.
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Dyer paid his debt, appellant had no more right to hold
the assignment than he did the note it was given to
secure or the mortgage which was satisfied. Had he sur-
rendered the assignment to appellee, as it was his duty
to do, then, to secure any future indebtedness to .appel-
lant, a new assignment would have been necessary, or a
new agreement regarding the former assignment. It is
not contended in this record that this was done. Appel-
. lee testified, and it is not contradicted, that appellant did
not discuss with her any matter relating to Mr: Dyer’s
business or the policy after the debt was paid for which
the assignment was given. Nor can we agree that Mr.
Dyer, conceding that he orally agreed with appellant that
the policy should stand pledged for the debt now sued
apon, could assign the policy without appellee’s consent
when the policy itself was at all times in appellee’s pos-
session. Hoge v. Morgan, ante p. 363, 91 S. W. (2d) 614.
She had a qualified interest in said policy, subject to his
right to change the beneficiary as provided therein.
Townes v. Krumpen, 184 Ark. 910, 43 S. W. (2d) 1083;
§ 5579, Crawford & Moses’ Dwest as dmended by act
141 of 1931 ; act 102 of 1933.

The decree is correct, and must be afﬁ1med It is so
ordered.




