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SUMMARY

The Supreme Court of Oklahoma held that evidence of alleged fraudulent inducement by a bank
officer was admissible despite the parol evidence rule and supported the jury’s verdict for the
guarantor and surety. The court further held that the bank owed no legally cognizable duty to the
guarantor to preserve the value of the borrower’s assets, so the negligence counterclaim failed as a
matter of law. The judgment was affirmed in part, reversed in part, and remanded with instructions.
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QUESTIONS PRESENTED

1. Whether the Bank was entitled to judgment as a matter of law on Clancy and Acme's fraudulent-
inducement defense because the alleged oral representations were inadmissible under the parol evidence
rule.

2. Whether Clancy's negligence counterclaim failed as a matter of law because the Bank owed her no
legally cognizable duty to preserve the value of Honey Creek's assets.

HOLDINGS

1. The parol evidence rule did not bar evidence of Dufur's alleged fraudulent representations concerning
the Bank's intended enforcement of the guaranty and surety agreements. The alleged statements were
misrepresentations of fact concerning the Bank's intent, not inadmissible misrepresentations of law, and
the evidence supported submission of the fraudulent-inducement defense to the jury.

2. Clancy's negligence counterclaim failed as a matter of law because she did not establish that the Bank
owed her a legally cognizable duty to preserve the value of Honey Creek's assets. The trial court
therefore erred by denying the Bank's JNOV motion on that counterclaim.

KEY QUOTATIONS

“The purpose and effect of the evidence introduced in the case at bar is not to contradict or vary the terms of
the written contract, but to show that the plaintiff was imposed upon, and the fraud was practiced in obtaining
his signature thereto.” (104)

“Fraud vitiates everything it touches, and a contract obtained thereby is voidable.” (104)

“Because Clancy did not establish that the Bank owed her a duty to preserve the value of Honey Creek's
assets, Clancy's negligence counterclaim against the Bank failed as a matter of law under the evidence
presented.” (106)

FACTUAL BACKGROUND

The Bank loaned Honey Creek $2.25 million to purchase Arbuckle Wilderness Park, requiring Honey Creek's
assets, the owners' stock, personal guaranties, and Acme's mortgages on approximately 3,000 acres of ranch land
as security. Clancy alleged that the Bank's president and CEO, Alan Dufur, repeatedly assured her that she would
be liable for no more than one-third of the debt and that Acme's mortgages would not be enforced until Honey
Creek's assets had been sold and the proceeds applied to the debt. Honey Creek defaulted, and Clancy and Acme
defended against the Bank's claims on fraudulent-inducement grounds. Clancy also claimed that the Bank
negligently failed to prevent the diminution in value of Honey Creek's assets.
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After Honey Creek defaulted on a $2.25 million loan, the Bank sued Honey Creek, Clancy, and Acme for the
debt, guaranty, and foreclosure-related relief. Honey Creek filed for bankruptcy protection, while the claims
against Clancy and Acme proceeded to a jury trial. The jury found fraudulent inducement as to Clancy and
Acme's guaranty and surety agreements and awarded Clancy negligence damages; the trial court entered
judgment on the verdict and denied the Bank's JNOV motion. The Court of Civil Appeals reversed, after which
both sides sought certiorari.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The trial court must enter judgment consistent with the opinion: for Clancy and Acme on the jury verdict in their
favor on the Bank's breach-of-contract claims, and against Clancy on her negligence counterclaim. The opinion
of the Court of Civil Appeals was vacated, and the trial court's judgment was affirmed in part and reversed in
part.
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