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SUMMARY

The Supreme Court of Oklahoma held that an insurer's anticipatory notice stating that an automobile

insurance policy would cancel if a future installment premium was not paid was ineffective

cancellation notice. Under the policy, cancellation for nonpayment required at least ten days' notice

after the premium became due and unpaid. The court reversed and remanded the summary judgment

entered for Equity Insurance Company.
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Equity Insurance Company brought a declaratory-relief action
concerning coverage under Cleo Smith's automobile liability policy.
The district court granted summary judgment for Equity. Smith
appealed, and the Oklahoma Supreme Court retained the appeal under

its accelerated-appeal procedure.
De novo review of a summary-judgment order.
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QUESTIONS PRESENTED

1. Whether an insurer's notice stating that an automobile liability policy will automatically cancel on a
future date if an installment premium is not paid constitutes effective notice of cancellation for

nonpayment of premium under a policy requiring at least ten days' notice.

HOLDINGS

1. A notice stating that an automobile liability policy will cancel in the future if an installment premium is
not paid is ineffective notice of cancellation for nonpayment of premium when the policy requires at

least ten days' notice of cancellation.

2. Although the material facts were undisputed, summary judgment for Equity was improper because the

policy's anticipatory cancellation notice did not effectively cancel the policy before the accident.

KEY QUOTATIONS

“Under the terms of the Equity policy, we find that effective notice of cancellation for nonpayment of premium
cannot be given before the premium is due and unpaid.” (184 P.3d at 545)

“It is a notice of a future intent to cancel the policy if the premium is not paid by the given date.” (184 P.3d at
545)

FACTUAL BACKGROUND

Equity issued Cleo Smith a six-month automobile liability policy on April 3, 2006, after Smith paid an initial
premium installment. The next day, Equity mailed an invoice stating that the next installment was due April 28
and that the policy would automatically cancel on May 3 at 12:01 a.m. if payment was not postmarked before
that date. Smith did not pay by the stated dates, and at approximately 5:07 p.m. on May 3 he damaged a City of
Jenks utility pole in a single-vehicle accident. Equity denied coverage on the ground that the policy had already

cancelled.

PROCEDURAL HISTORY

After Equity denied coverage for damage caused by Smith's automobile accident, it filed a declaratory-relief
petition in the Tulsa County District Court naming Smith and the City of Jenks as defendants. The trial court
granted Equity summary judgment. The Oklahoma Supreme Court granted Smith's motion to retain the case,

denied Equity's motion to strike or correct the record, and reversed and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The judgment granting Equity Insurance summary judgment was reversed and the matter was remanded for

further proceedings consistent with the holding that the anticipatory cancellation notice was ineffective.
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