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Message

Re:  Cause No. 141-237105-09; The Episcopal Church, et al. vs. Franklin Salazar, et
al.; 141st Judicial District Court, Tarrant County, Texas

Treasury Circular 230 Disclosure — To comply with requirements imposed by the Internal Revenue Service, we inform you that any tax
advice contained in this written communication (including any attachment) is not intended or written to be used, and cannot be used, by any
person for the purpose of avoiding tax penalties that may be imposed on the person. If this writien communication coniains any tax advice
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LAW QFFICES OF 8100 WESTERN PLACE
SUITE 1000
FORT WORTH, TEXAS 76107
J. Shelby Sharpe

TELEPHONE ([817) 3384200
FACSIMILE (BI7) 332-6818

A PROFESSIONAL CORFPORATION

-1, SHELBY SHARPE

April 25,2011

Clerk, 141 District Court HAND-DELIVERED
Tarrant County Justice Center - 7th Floor

401 W. Belknap

Fort Worth, TX 76196-0224

Re:  The Episcopal Church, et al v. Franklin Salazar, et al; No. 141-252083-11

Dear Clerk:

Enclosed you will find the original and one (2) copies of DEFENDANT’S MOTION TO SET
SUPBRSEDEAS and the original and two (2) copies of Notice of Hearing, Please place your file
mark on the copies and return them to the courier standing before you.

By copy of this letter, all counsel of record are being served per the certificate of service.

Very truly yours,

NS
elbySha

ISS:klg

Enclosures
ce {(w/enclosures):

Scott A. Brister - Via E-Mail
ANDREWS KURTH
111 Congress Avenue
- Suite 1700
Austin, TX 78701

R. David Weaver — Vig E-Muail
THE WEAVER LAW FIRM, P.C.
1521 N. Cooper Street, Suite 710
Arlington, Texas 76011
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Via Facsimile 817-332-4740
Kathleen Wells

P.0.Box 101174

Fort Worth, Texas 76185-0174

Via Facsimile 214-999-7703
William D. Sims, Jr.

Thomas S. Leatherbury
VINSON & ELKINS

Trammell Crow Center

2001 Ross Avenue, Suite 3700
Dallas, Texas 75201-2975
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Frank Hill / Anne Michels
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1400 W. Abram Street
Arlington, Texas 77013-1705
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David Booth Beers

Heather H. Anderson
GOODWIN PROCTOR, LLP

9501 New York Avenue, N.W.
Washington, D.C. 20001

Viu Facsimile 817-878-2573
Sandra Liser

ForT WORTH CLUB BUILDING
306 West 7" Street, Suite 405
Fort Worth, Texas 76102-4911

Via Facsimile 713-220-4285
Kendall M. Gray, Esq.
ANDREWS KURTH, L..L.P,
600 Travis, Suite 4200

" Houston, Texas 77002

Via Facsimile 202-346-4444

Mary E. Kostel, Esq.

Special Counsel for Property Litigation
‘The Episcopal Church

110 Maryland Avenue, N.E., Suite 309
Washington, D.C. 20002
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CAUSE NO. 141-252083-11
THE EPISCOPAL CHURCH, et al, IN THE DISTRICT COURT OF

TARRANT COUNTY, TEXAS

<
N Op U wn un o W

FRANKLIN SALAZAR, et al,, 14157 ]UDICIAL DISTRICT

NOTICE OF HEARING

Please take notice that the Defendants’ Motion to Set Supersedeashas been set for
oral hearing on Thursday,April 28, 2011 at 2:.00' pm., in the courtroom of the
141stjudicial District Court.

Respectfully submitted,

At O, bp }

Scott A, Brister J. Shn,lby Sharpe %ﬁ
State Bar No. 00000024 State Bar No, 1812300

ANDREWS KURTH LLP SHARPE TILLMAN & MELTON

111 Congress, Suite 1700 6100 Western Place, Suite 1000

Austin, Texas Y8701 Fort Worth, Texas 76107

(612) 320-9200 Telephone: (817) 338-4900

(512) 320-9292 (fax) Pacsimile: (817) 332-6818

ATTORNEYS FOR DEFENDANTS

{CERTIFICATE OF SERVICE

[ hereby certify that on April 25, 2011, a true and correct copy of the foregoing
Notice of Heaﬁglﬂgl‘ﬁriagfg]iwg@ded to all counsel of record by facsimile.

yA0THA Y SYWOH) <
: 6z 4y 1102 M A
£E ¢ Hd G2 UdY Scott A. Brister Wﬂ
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Qa1
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| CAUSE NO. 141-252083-11

THE EPISCOPAL CHURCH, et al. § IN THE DISTRICT COURT OF
' §
' §
1 v § TARRANT COUNTY, TEXAS
§
§
FRANKLIN SALAZAR, et al., § 141ST JUDICIAL DISTRICT

DEFENDANTS® MOTION TO SET SUPERSEDEAS

Defendants ask the Court to set the amount necessary to supersede the Amended
Order on Summary Judgment at $0, or some other nominal amount. In that Order, the
Court held that Plaintiffs are entitled to “all Diocesan property.” As a result, the

i Defendants have no unencumbered assets to pledge.

The Law
1. By passing House Bill 4 in 2003, the Legisiature made extensive changes to
supersedeas practice in Texas. The changés override all appellate rules, and prohibit
rule changes that conflict with them.! Texas law now prohibits supersedeas amounts
that (a) would cause substantial economic harm to the appellant, or (a) exceed 50% of

the appellant’s net worth? For the reasons stated below, both of those statutory

requirements limit supersedeas in this case to $0, '"}'_‘_! e
—_— _-:j
2. The purpose of supersedeas is to preserve the status quo as it ex1§é'c1 befmg o
iy
entry of the order on appeal.? During the iwo-year pendency of this achon’»?npﬁ eal [LQ:i Jz;"f'.
personal property has been harmed, no endowment funds have been d1351pactg&d and no ;; {:1
L mi ple!
expenditures have been made by Defendants other than in the ordmaﬂé f:muse ho’f o
e, =3
. My oy -3
! See Tex. Civ. Prac. & Rem. Code § 52,005, e
.,
! 2 5ee Tex, Civ. Prac. & Rem. Code § 52.006; Tex, R. App. P. 24.2,
f 3 In ve Tarrant County, 16 S,W.3d 914, 918 (Tex. App.—Fort Worth 2000, no pet.),

1
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business and in defense of this lawsuit.4 Both parties have conducted separate worship
services, offices, and websites. Requiring a large supersedeas amount would change

this status quo, and hamper Defendants’ abilily to continue operations pending final

resolution on appeal.

Defendants Have No Assets to Pledge After the Summary Judgment
3. Real and personal property. The summary judgment order holds that

Plaintiffs are entitled to “all Diocesan property.” As a result, the Defendant Diocese
and Corporation do not have sufficient unencumbered real or personal property lto
support a bond.® A party cannot pledge encumbered property, at least not without the
consent of the party who owns the encumbrances Plaintiffs have not given such
consent in this case. If the Order here is affirmed on appeal, all property currently
controlled by the Deféndants will be transferred to Plaintiffs, leaving nothing against
which a surety could draw., As a maiter of law, the Defendants Diccese and
Corporation have insufficient assets with which to post a bond.

4. Endowment accounts. After receiving a threatening letter from Plaintiffs’

counsel, Frost Bank has frozen all of the Diocese’s endowment and resiricted funds. As
a result, Defendants are currently barred from making the folowing ordinary operating

expenditures from those accounts:

Pund Annual draw Purpose
Endowment for Episcopate $25,000 operations
Diocesan Fund $2,500 operations
Brown Trust $24,000 aid for seminarians
Memeorial Scholarship Fund $21,000 aid for seminarians
Farley/Turner Fund $15,000 special needs
4 See Affidavit of Jane R, Parrott filed on March 30, 2011 (copy attached as Exhibit A).
5 See Second Affidavit of Jane R, Parrott attached herefo as Exhibit B, -
6 Cf. Rameo Oil & Gas, Lid. v, Anglo Dutch (Tenge) I.L.C,, 171 S W.3d 905, 919 (Tex. App.—Houston

[14th Dist] 2005, no pet). (finding debtor could cbtain bond because “the Judgment Creditors are
willing to lift the arrestment and inhibition to the extent that Ramco Energy would use the covered assets
to supersede the judgment.”).

F-411
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Huerta Fund ' 1,500 housing assistance”

5. Operating accounts. The Defendants’ only bank accounts that are not frozen
are a revolving account set aside solely for emergency needs of the parishes, and
operating accounts funded by current contributions from those affiliated with
Defendants,8 The current balance in the latter accounts is approximately $275,000, an
amount that rolls over monthly as new contributions replace ordinary expenditures.? In
addition, funds are normally drawn from endowment accounts (in amounts noted in
the preceding paragraph) because the operating accounts are insufficient to meet all the
normal operating expenses. Accordingly, the Defendants cannot continue ordinary
operations if these bank accounts must be pledged. as security. '

6. Buture gifts. To date, Defendants have paid litigation costs mostly from extra-
ol‘dﬁlary gifts and contributions.® Those gifts are voluntary, and thus are not assets of
the Defendants. For the same reason that assets of a for-profit corporation do not
include the assets of its shareholders, the assets of the non-profit Corporation and

Diocese do not include the assets of local parishioners.

Net Worth Limits Supersedeas
7. The net worth cap. A supersedeas bond cannot exceed 50% of the judgment
debtor’s current net worth.)! As shown above, the Defendants have no unencumbered
agsets beyond those needed to cover current expenditures, and thus no net worth in the

context of this appeal.’? Accordingly, the only appropriate supersedeas amount is $0.1*

? See Second Parrott Affidavit (Exhibit C).

g See id.

¢ See id,

n See id.

n Tex. Civ, Prac. & Rem. Code § 52.006(b); Tex. R. App, P. 24.2{a}(1)(A).

12 See EnviroPower, L.L.C. v. Benr, Stearns & Co,, Inc,, 265 3.W.3d 1, 6 (Tex. App.—THouston [1st Dist.]

2008, pet. denied) (defining net worth as assets minus liabilities).

" See G.M. Houser, Inc. v. Rodgers, 204 S.W.3d 836, 846 (Tex. App.—Jallas 2006, no pet)) (holding
defendant's negative net worth mandated supersedeas set at $0}.

3

F-411



04-25-11

04:31am From-ANDREWSKURTH +5123209292 T-421  P.008/028

8. The Defendant individuals. The Defendant individuals are present in this

case only in their official capacilies, and have no net worth in that capacity. Plaintiffs
have pleaded claims against them individually, but after severance those claims remain
pending in the original case, This severed case concerns only whether Defendanis can
serve as representatives of the Diocese and Corporation, a claim that addresses only
their official capacities. Moreover, state law prohibits individual liability for acts taken
in an official capacity as officers or trustees of a non-profit* As a result of the trial
court’s summary judgment order, the individual Defendants in their official capacities

hold neither property nor funds. Accordingly, their net worth in that capacity is zero,

Substantial Economic Harm Limits Supersedeas
9. The substantial-economic-harm limit. Texas law-prohibits supersedeas bonds

in an amount that would cause “substantial economic harm”:

On a showing by the judgment debtor that the judgment debtor is likely to
suffer substantial economic harm if required to post security in an amount
required under Subsection (a) or (b), the trial court shall lower the amount
of the security to an amount that will not cause the judgment debtor
substantial economic harm, '

Tex. Civ. Prac. & Rem. Code § 52.006(c) (emphasis added). This rule is mandatory.13

10. Factors. Neither the statute nor the rules define “substantial economic
harm.” “But it 15 clear that it is something less than ‘irreparable harm,’ the legal
standard utilized under the previous version of the statute,”1® Among the factors trial

courts should consider are:

*» Does the judgment debtor have sufficient cash or other assets on hand to post
a supersedeas bond in this amount?

Y See Tex, Rev. Civ. Stat. Art. 1396-2.20(D), 1396-2,22, 1396-2.28(B).

1 See Tex, R. App. P. 24.2(b} ("The trial court raust lower the amount of security ... to an amount

that will not cause the judgment debtor substantial economic harm” (emphasis added); see alse Alpert v.

Riley, 274 3.W.3d 277, 297 (Tex. App.—Houston [1st Dist.] 2008, pet. denied) {("We agree that this limguage
is mandatory”),

16 LMC Complete Automotive, Inc. v. Burke, 229 SW.3d 469, 487 (Tex. App.~Houston [1st Dist.] 2007,

pet. denied); accord, Ramee Oil & Gas, Ltd. v. Anglo Dutch (Tenge) L.L.C, 171 SW.3d 905, 916 (Tex.
App.~—-Houston [14th Dist.] 2005, no peL.).

F-411
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* Does the judgment debtor have unencumbered assets to sell or pledge?

* Does the udgment debtor have the ability to borrow funds to post the
requisite security?

*  What economic impact would such transactions likely have on the judgment
debtor?

*  Would the bond likely trigger liquidation or bankruptcy or have other
harmful consequences?

* Would the bond drain the judgment debtor’s ability to pay attorney’s fees
and other costs of appeal?1?

11. A bond is likely to cause substantial economic harm. If the Defendants must
file a substantial bond, substantial economic harm is likely to occur. As noted above,
there are insufficient funds to post a bond and meet current expenditures, And to the
extent bond cannot be posted, substantial harm is likely to occur, including:

* 57 ministers affiliated with the Defendant congregations will likely be barred
from ministering at their churches during the appeal, as Plaintiffs purported
to depose them all in 2010;

* many parishioners loyal to Defendants are likely either to reduce their giving
or perhaps even leave their parishes to avoid supporting TEC, leading to
catastrophic losses to local church budgets, bank notes, and families of
ministers;

* vendors and creditors are likely to be unwilling to deal on anything but a
cash basis until it is finally decided who the authorized directors are 18

12. A bond would effectively bar appeal. The bond amount cannot effectively

deny Defendants’ right to appeal!® In determining whether Defendants are likely to
suffer substantial economic harm, the Court must also consider the amou:‘nts they need
to pay attorney’s fees and other costs of appeal® As shown above, any appreciable
bond would render Defendants unable to meet current operating expenses, much less

the extraordinary expenses of this litigation and appeal.

7 See Ramco, 171 5W.,3d at 917,

18 See Affidavit of Charles A. Hough, III, filed with the Court on January 27, 2011 (copy attached as
Exhibit C). :

19 In re Dallns Area Rapid Transii, 967 SW.2d 358, 360 (Tex. 1998) (*[Dliscretion does not extend to
denying a party any appeal whatsoever.”},
@ See Ramceo, 171 S W.3d at 917,

F-411
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13. Protection for Plaintiffs is not the statutory test. Before 2003, trial courts had

to weigh irreparable harm to a judgment debtor ;agai_nst the degree of security to the

judgment creditor. The Legislature removed the latter from the statute in its 2003

amendments;

In amending section 52.006, the Legislature struck a new balance between
a judgment creditor’s interest in protecting its judgment pending appeal
and a judgment debtor’s interest in having the ability to challenge the
adverge judgment on appeal. ... [T]he statute no longer requires the |
judgment deblor to demonstrate that allowing lesser security will not
substantially decrease the degree to which a judgment creditor’s recovery
would be secured, in order to obtain relief from the statutory Security

Amount. This means the cournt need not consider how any reduction of the
Security Amount might affect the judgment credftor's ability to recover under
the judgment.?

Thus, while all the evidence indicates the Plaintiffs will not be harmed by a $0

supersedeas, such proof is unnecessary under the current statute.

Actual Rental Value Limits Supersedeas

14. No real rental value. The general rule for a judgment for recovery of real
property is that a supersedeas bond must cover the value of the property’s rent during
the appeal.?2 But in this case the Plaintiffs will lose no rentals during appeal because no
rent can be collected by the Carporation or Diocese, whoever their proper
representatives are. The local parishes either have paid for or are paying for the
properties they occupy, and have a right to the use and 'bEl'lEf]'i of those proper’cies.

Mareaver, the Plaintiffs are Hkely mn save maney during the appeal if enforcement is

2 See id. (citatons omitted); nccord, Shook v, Walden, 304 5.W.3d 910, 918 {Tex. App.—~Austin 2010, no
pet.); see aiso Flaine A, Cerlson, Reshuffling the Deck: Enforcing and Superseding Civil Judgments on Appeal
After House Bill 4, 46 S, Tex. 1.R, 1035, 1093 (2005) ("The recent legislative modifications to supersedeas
requirements effective ... after September 1, 2003, reflect a shift in concern from that of protecting the
judgment creditor’s ability to collect the judgment if affirmed on appeal, to protecting the judgment
debtor from substantial economic harm by appellate security requirements that may effectively preclude
the ability to seek appellate review.”),

n Tex. Civ. Prac. & Rem., Code § 52.006(a); Tex. R, App. I, 24.2(a)(2).
6
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suspended, as parishioners affiliated with Defendants continue to pay mortgages and

upkeep that may not occur if the judgment is not superseded and parishioners leave,

Alternatively, Other Orders Can Substitute for Supersedeas
15, An m]'ﬁnction prohibiting non-normal course transacdons. Alternatively, the
new statute allows trial courts to prevent intentional dissipation of assets. Under the
statute, a court may enjoin dissipation of assets to avoid the judgment If the Injunction

does not interfere with the normal course of business:

- Nothing in this section prevents a trial court from enjoining the judgment
debtor from dissipating or transferring assets to avoid satisfaction of the
judgment, but the trial court may not make any order that interferes with
the judgment debtor’s use, transfer, conveyance, or dissipation of assets in
the normal course of business.

Tex, Civ. Prac. & Rem. Code § 52.006(e).

16, No injunction absent evidence of dissipation. A permanent injunction must
be supported by evidence of a threat of irreparable injury.?* Accordingly, a trial court
abuses ifs discretion by issuing a post-ludgment injunction against dissipating assets
without evidence that dissipation is likely.?® In this case, there is no evidence of
dissipation or {ransfer and thus no grounds for an injunction. Buk if the Court finds
that Texas law does not prohibit a substantial supersedeas {(which Defendants deny),
then without waiving objections thereto the Defendants alternatively urge the Court to

forego a bond and issue a post-judgment injunction barring use, transfer, conveyance,

= See Hough Affidavit (Uxhibit C),

B See Operation Rescue-Nat'l v, Planvied Parenthoud of Houston and Se, Texas, Inc., 975 5.W.2d 546, 554

560 (Tex. 1998); Frey v. DeCordova Bend Estales Owners Ass'n, 647 SW.2d 246, 247 (Tex, 1983)

= Emeritus Corp. v. Ofcznrzak, 198 8 W.3d 222, 247 (Tex. App.—San Antonic 2006, no pet.) (“The frial
court abuses its diseretion in ordering a post-judgment injunction if the only reasonable decision that
could be drawn from the evidence is that the judgment debtor would not dissipate or transfer its
assets.”); accord, Texas Custom Pools, Inc. v, Clayton, 293 5.W.3d 299, 314 (Tex. App.~El Paso 2009 mand.
denied) (“Given the absence of evidence that TCP has dissipated or transferred its assets to avoid
satisfaction of the judgment, there was no evidence presented to the trial court that it would do so in the
future, We therefore conclude that the trial court abused its discretion by entering the post-judgment
injunction.”),

% See Birst Parrott Affidavit (Exhibit A),
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or dissipation of assets except in the normal course of business.

Conclusion

Accordingly, Defendants ask the Court to set the amount necessary to supersede

the Amended Order on Summary Judgment at $0, or some other nominal amount,

R. David Weaver
State Bar No. 21010875

THE WEAVER LAW FIRM, P.C,

1521 North Cooper 5t., Suite 710
Arlington, Texas 76011

(817) 460-5900

(817) 460-5908 (fax)

Respectfully submitted,

J. Shelby Sharpe ézu—-mm--o-
State Bar No. 18123000
SHARPETILLMAN & MELTON
6100 Weslern Place, Suite 1000

Fort Worth, Texas 76107

Telephone: (817) 338-4900
Facsimile: (817) 332-6818

Scott A. Brister

State Bar No, 00000024
ANDREWS KURTHLLP
111 Congress, Suite 1700
Austin, Texas 78701
(512) 320-9200

(512) 320-9292 (fax)

ATTORNEYS FOR DEFENDANTS

CERTIFICATE OF CONFERENCE

On April 20th and 21st, 2011, opposing counsel notified me by email that they
did not agree to the merits of this motion. Therefore it is presented to the Court for

determination.

oLt O A%,

Scott A. Brister P&.w-«d-u M

CERTIFICATE OF SERVICE

[ hereby certify that on April 25, 2011, a true and correct copy of the foregoing
Defendants” Motion to Set Supersedeas Bond was forwarded to all counsel of record by

facsimile,

G B, .
Scolt A. Brister f—i’-‘-\m @«J

B

P.012/028
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EXHIBIT A

Caunse No. 141-237105-09

THE EPISCOPAT, CHURCH, ET AL § IN THE DISTRICT COURT
Plaintiffs g
VS, 3 TARRANT COUNTY, TEXAS
FRANKLIN SALAZAR, ET AL g
Defendants 3 14157 JUDICIAL DISTRICT

ATTIDAVIT OF JANE R, PARROTT

BEFORE ME, the undersipned authority, personally appeared Jane R. Parrolt, who being
duly sworn by me according to law, on her oath deposed and stated the following:

"My name is Jane R. Parrott. I amn the Direcfor of Business and _Finance for the
Bpiscopal Diopese of Fort Worth, I have personal knowledge of the facts hercinafler set forth by
virtue of the fact that 1 persomally am involved in the financial and business affairs of fhe
Episcopal Diocese of Fort Worth and by virtue of my examination of the records maintained by
the Episcopal Diocese of Fort Wartl.

“From and since November 2008, the accounts listed on Exhibit A, attached hereto and
incorporated by reference herein, have experienced gains as reflected on Bxhibit A. Any
withdrawalg from the accounts that have been made since November 2008 were made i the
usual and ordinary course of business of the Episcopal Diocese of Fort Worth and were talken
from additional contributions to and/or earnings of thvese accounts since November 2008,

“In addition, no real or personal property owned by the Corporation of the Episzopal
Diacese of-Fort Worth or the Episcopal Diocese of Fort Worth has been sold, transferred or
dissipated except in the ordinary course of business-of the Episcopal Diccese of Fort Worth

and/or iis parishes and missions since November 2008. Any record reflecting any sale, transfer

AFFIDAVIT OF JANE R, PARROTT - Page 1 nt'2
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EXHIBIT A

or dissipation of any real or personal property owned by the Corporation of the Episcopal
Diocese of Fort Worth or the Bpiscopal Diocese of Fort Worth has been produced for copying
and inspection by counsgel for the minority facticn that has chosen to break away and dissociate
themselves from the Episoopal Diocese of Fort Worth,

“The only substantial new encumbrance of any of the property of the Corporation of the
Episcopal Diocese of Fort Worth since November 2008 is the lien granted by the Corporation of
the Episcopal Diocese of Fort Worth to Jude Funding, Inc, A line of credit was established by
the Episcopal Diotese of Fort Worth with Jude Funding, Inc. for a total amount of $3.5 million;
however, the current balance of the indebtedness to Jude Funding, Inc. is $94,500.00. The loan
was made for the purpose of supplementing contributions by individuals wi.thin the Bpiscapal
Diocese of Fort Worth for the substantial legal fees and expenses that have been incurred and
that have been made necessary due to the above-styled litigation institnted by the Protestant
Bpiscopal Church in the United States of America and the local minority faction that elected to

break away and dissociate themselves from the Bpiscopal Diocese of Forl Worth.

Tane/. Parrott

“Further, the Affiant sayeth not.”

Y
SUBSCRIBED and SWORN to before me by Jane R. Parrott, on this 24 day of March,

Qe N0

Notary lEublic in and for the (S

KARRIE GENTRY State of Texas
Notary Putlle, State of Texas

2011, to certify which witness my hand and official seal.

My Commiaalon Explras
Octoher 23, 2012

AFFIDAVIT OF JANE R, PARROTT - Page 2 0f 2
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Episcopal Dlogese of Fort Waorth - Frost Investments
Balance Balance
NOV, 2008  FEB. 2011
Endowment for the Epfscopate Acct, WA396 | 477,698.16] 622,687.36]
To support the ministry of Bishap Including his stiperd-and other expenses.
Diocesan Fund Acct WA39603 [ 63,327.07]  89,300.56]

At the establfshment of the Diocese of Fort Worth, 35% af a fund {Dallas
Diocese Eplscopal Funds) was ghven to the Diocese of Fort Worth, The
Board of Trustees approved a name change to Diocesan Fund on April 20,
1983, The Board also opproved the Bishop to actas Trustee far lhls Fund,
[Edward Disngy Farmer Fund Acct WA 39602 | 545,737.85] 678,224.74|
Estabiished In 1830, Amended.in September 1982 purposed to provided
gssistance to the aged and infirmed.
- |arne S snd John Brown Trust - Acct WAZ9605 | 250,492.95] 301,384.74]
Purpose gppainted to be charitable ond educationnl, To provide volely jor
the education of persons preparing for the priesthaod ,
[Betty Ann Montgomery Farley Fund. - Accr WA 39607 . 1 172,435.05] 29443711
Bequeathed In 1994 ta the Bishop of Diocese of Fort Worth and hls :
successors In office to be devoted to charitable or refiglous enterprises as
he may from time to time select. In 2005 St, Faul's Memorial Fund was
merged with the Farley fund, _In Oct 2010 procseds from bequeathed by
Eugenla Turner was added, The Fund was then renamed Farfey/Turner
Fund._Funds to be used for the benefit of the Diocese ot the Blshop's
Diseretion
Memaorlal Seholarshlp Fund - Acct WAIZE03 | 208135.81] 211,064.24|
Purposed to moke monles availuble to the Bishop to assist seminarians and
" clergy In plirsult of Thealogicol Education, Themas Meek Scholarship Fund
was merged with this fund,
Huerta Fund -, Certificate of Depostt {12 mo. Maturity In Feh.,) 22,5111 23,208.09

Established In 1995 by Rev, Ffrain Huerta. The income/interest to be used
to ald in housing expenses for Vicar of Iglesias Son fuon Apostol.

P.015/028
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EXHIBIT B

NO. 141-252083-11

THE EPISCOPAL CHURCH, et al, § IN THE DISTRICT COURT

§
v, g TARRANT COUNTY, TEXAS
FRANKLIN SALAZAR, et al. § 1415 JUDICTAL DISTRICT

SECOND AFFIDAVIT O JANE R. PARROTT

BEFORE ME, the undersigned authority, personally appeared Jane R. Parrotf, who, after
being duly sworn by me according to law, on her oath deposed and stated the following:

“My name is Jane R. Parrott. [ am the Director of Business and Finance for the Episcopal
Diocese of Fort Worth. I have personal lmowledge of the facts hereinafter set forth by virtue of
the fact that I personally am involved in the financial and business affairs of ﬂl;a Episcopal
Diocese of fort Worth and by virtue of my examination of the records maintained by the
Episcopal Diocese of F'Drt Worth,

“The banl accountsr of the Diocese are maintained with Frost Bank, Except for _the
Diocese operating accounts, all other accounts of the Diocese with Frost Bank have been frozan,
making them uvnavailable 1o the Diocese since approxirﬁately April 11, 2011, The current
balance in the non-frozen operating accounts as of the execution of this affidavit is
approxilﬁately $275,000.00. As monthly operating expenses normally approximate this bulance,

the funds in these accounts generally roll over monthly as new contributions ieplace
withdrawals, In addition, we have a revolving fund account with a balance of approximately
$110,000.00 set aside for emergency parish expenses that is not used by the Diocese.

“As a result of the summsary judgment order that was severed into this svit The
Defendants Episcopal Diocese of Fort Worth and The COl-'pOIE!.'[ion for The Episcopal Diocese of

Fort Worth do not have sufficient unencumbered real or personal property to pive as security to

Second Affidavit of Jane R, Parrott Page 1
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EXHIBIT B

obtain a bond. Posting a bond in anything higher than s nominal amount would cause substyntial
economic harm to the Diocese and its current operations,

“As of the signing of this affidavit, litigation costs have been made mostly from gifis and
contributions, which are not assets of the Diocese or Diocesan Corporation.

“The Diocese is currently barred from making the following ordinary operating

expendifures from endowment and restricted funds accounts:

Fund Armual Draw (appx.) Purpose
(1} Endowment for Episcopats $25,000 . operations

o (2) Diocesan Fund $2,500 operations
l I _ (3) Brown Trust £24.,000 aid for seminarians

(#) Memorial Schalarship Fund $21,000 aid for seminarians
| l (5) Farley/Turner Fund $15,000 special needs
{i : {6) Iuerta Fund $1,500 housing assistance '
|
‘

“Purther, the affiant sayeth not.”

P arrott

- an
SUBSCRIBED and SWORWN to before me by Jane R, Parroit, on this o0 day of April,

2011, to certify which witness mmy hand and official seal.

KARRIE GENTRY
atary Publle, State of Texas

My Comnmigsian Explras ’ xas
October 23, 2012 7 State of T

Second Affidavit of Jane R, Parrott Page 2

F-411
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EXHIBIT C
NO. 141-237105-09
THE EPISCOPAL CHURCH, ot al § IN THE DISTRICT COURT
§
v. g TARRANT COUNTY, TEXAS
E FRANKLIN SALAZAR, et al. 5 14157 JUDXCIAL, DISTRICT
! z B
‘ AFFIDAVIT OF CHARLES A, HOUGH I P
IN SUPPORT OF ORIECTIONS TO FORM oy SUMMARY JUDGMENT O j RS Ir
e
STATE OF TEXAS § S
- § o
COUNTY OF TARRANT § i
|
|

T f‘.‘?
On this day personally appeaved before me Charles A. Howugh, 111, who, af(.:é: "‘G;'a‘lng
placed nnder oath, stated the following:

! (1) My neme is Chasles A. Hongh, IIl. My business address ig 2900 Alemeda Street, Fout
Il Worth, Texas 76108,
; ] (Z)  Tam Cenon of The Episcopal Diocese of Fort Worth, a Texas unincerporated nonprofit
" azsocintion, hereafter “the Diocese,” and have served in this capacity-smce Jatmary 1
. 1994, . ]
(3)  Thave reviewed the two summary judgment orders signed i:y the Cowrt on Janmary 21,
2011, and Objections to Form of Suwmmary Fudgment Orders, hereafter “Objections,”
1
|

filed by Defendants on Tanuary 25, 2011

L (9 In my ole as Canon of the Diocese, I am a custodian of its records and also have
) personal knowledge of the factnal stafements made on pages 2 and 3 of the Objections,

il (8) If Defendemts described in the Cowt's ordera of January 21, 2011, are requived to

| , sun‘e;:.\der the property déscriﬁec’l in those crders, the following events ave reasonably
I: foreseeable based on my personal knowledge:
' . ]

If parishes are transferred to the Plaintiffs in accordance with the January 21, 2011

ordérs, 57 ministers of Defandant congregations may not be allowed to minister at
these churches during the appeal becavse they were deposed in 2010, as described in

Altachment A to the Objections, a trne wnd correct copy of which is attached to this -
affidavit, which iz a record in my custody.

1t is reasonable fox me to believe, based on my knowledge, of the Parishioners loyel
to Bishop Iker, they will leave their parishes

. The Defendent parishes have about

Anmnr.vt'r ow CHARLESA Housu 1 IN SuPro rrr or OBIEI"TION! 0 Fonu ap Squ-mnv ]unr-m RNT Dnmms

Pagr 1
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EXHIBIT C

5,600 people in average Sunday affendance; those attending Plaintitf congregations
number only & fraction of that amount. The effects of the Comt’s inferim orders en
cluroh buildings, budgets, and bank notes oould be catastrophic.

Byen if they don’t Isave, based on my lkmowledge of these parighioneys, they may stop
giving beceuse they do not want (o place offerings in TBC's hands. This again cowld
have ocstastrophbic effects on scores of pastovs, staff, and families who depend on these
gifts for food, clothing, and shelter, which hardships would, in my judgment, be
impossible to be nndone if the appellate comts overturn these exders.

Tn meny churches, there is #o one foyal to TRC, T have read, as a pact of fhe records
of the Dincese, First Amended Original Plea. in Intervention filed on November 2010,
and note that the Plaintiffs listed the names of loyal “representatives” Tor 12 ¢hurches,
but listed 34 additional churches as to which nobedy eppéars to have been willing to
be a loyal representative for TEC. It is reasonably coneeivable that there would be no

one to dooupy these churches, which would adversely affect thelr condition if they ave
abandonad.

At least 13 families affiliated with the Defendants live in homss owned by the
Corporation, As these nuinisters gnd swaff are no longer recognized by TEC, the
Court’s orders appear fo allow the Plaintiffs to evict them,

Almost 200 employees, spouses, and children of ministers and gtaff are covered by a
group insurance policy. If a significant rymbey of these are no longer emplayed by a
local chureh, their inemance and perhapy that of the entive group may lapse.

The property here inciudes schools where classes are ongoing. Surrendering these
schools immediately is likely o cause losses of bath stidents and teachers, logges that -

may be unrecoverable even if these orders are reversed after these peaple are enroiled
or employed elsewhere,

The bishops end gsiaff of both sides mmst move out of their current administiative

cffices iuto new ones, a move that will have to be repeated if the summary judgment
orders ave reverged,:

Defendants will have to relinquish persomal property owned by the Diocese o
Corporation, such as autos, cell phones, office equipment and supplies, computers,
and the liko withowt eny promise by tlie Plaintiffs to pay fufure rentals or invoices

related to them, and which ean be replaced only by Incwting substantial extra
expenses,

Vendors and creditors have relied on the Corporation’s books and records, which are
a part-of the records that I am custodian, regarding which directors are anthorized to
promise re-pgyment. By unsetiling who that might be, the Court’s orders will make it

“difficnlt for either side to secnre credit yntil all appeals are concluded and it is finally

decided who the authorized divectors are.

BT i

UMMARY JUDGMINT ORDERS Pacg 2
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EXHIBIT C

1 swear under penalty of perjury that all of the Toregoing statementy are based upon my
own persanal nowledge and ave true and correct,

&“7 /ol
CHARLES A. HOUGH, II¥} Canon
The Bpiscopal Diocese of Fort Worth

SUBSCRIBED AND SWORN TO BEFO_RJE ME by the said Charles A. Howgh, 1T on

this 27" day of January, 2011,
Dt
Nofary Pubffc In and Tor the State of Texas

My Commission Bxpires;

APPIDAVIT

mr

oF CuanLos A, Houeh, [ In SurronT or QBMGTIONS TO FORM off SUM kfi\!W [ungrrnT OnpaRs
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EXHIBIT D

STATE OF TEXAS §

COUNTY OF TARRANT §
AFFIDAVIT OF SUE TURNAGE

BEFORE ME, the undersigned authority, personally appeared Sue Turnage, who,

after being duly sworn by me according to law, on her oath deposed and stated the

following:

My name is Sue Turnage. | am Executive Vice-President of The Frost National Bank
(“Frost Bank”) and North Texas Regional Manager, Frost Financial Management Group. |
am familiar with the investment and depository accounts of the Episcopal Diocese of Fort
Worth at Frost Bank. | have personal knowledge of the facts hereinafter set forth.

Attached hereto as Exhibit A is a true and correct copy of a lefter sent to Frost Bank
by Jonathan D.F. Nelson that Frost Bank fecelved on or about April 1, 2011. Following
recelpt of this letter, Frost Bank placed a hold on the managed investment accounts of the
Episcopal Diocese of Fort Worth at Frost Bank, which hold is currently in effect. A list of the
affected accounts is attached hereto as Exhiblt B. No holds have been placed on the

depository accounts in the name of the Episcopal Diocese of Fort Worth at Frost Bank.

Further, the afflant sayeth not.

&M

Sue Turnage ¥ ¥

_ S—P"\
SUBSCRIBED AND SWORN to before me by Sue Tumage on this 2 day of

April, 2011, to certlfy which witness my hand and official seal.

My

N&tary Public, $tate of Jjexas

WENDY B. GATES

Notary Public
STATE OF TEXAS

My Comm. Exp. 0B-21-2014

6148008, 1/8PEANSIBTO20904221%
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JONATHAN D. F. NELSON, P.C.

ATTORNEY AT LAW

1400 WEBT ABRAM BTREXT
ARLINGTON. TEXAS 740713

| ?:f:.'ff' : 1'7-{-:7?_':::: qmﬁm
BOAND CORTITD CIVIL, TRIAL LAV APRO1 2011

March 28, 2011

Frost National Bank

Commercial Loan Department RB-2
P. O. Box 1500

San Antonio, Texas 78296

Frost National Bank
777 Main Street
Fort Worth, Texas

ATTENTION: Vance Arnold, Urban McKeever,
Brad Henderson, Mace McClain

Re: No. 141-237105-09
The Episcopal Diocese of Fort Worth, et al

V.
Salazar, et al

Episcopal Diocese of Fort Worth, Corpamtion of the Episcopal

Diocese of Fort Worth; Fund for the Endowment of the Episcopate,

Revolving Pund, and other foundations, accounts and fimds of the

Diocese and its related parishes, missions and other entities
Dear Frost Bank and Addressees:

I am one of the counsel of recokd for The Episcopal Diocese of Fort Worth ("Diocese"),
the Corporation of the Episcopal Diocese of Fort Worth ("Diocesan Corporation*) the Fund for
the Endowmaent of the Epigcopate ("Endowment Fund”), The Rt. Rev. C. Wallis Ohl, Bishop of

the Diocese, and the tmustces and other representatives of these entities ("Local Episcopal
Parties™), all associated with The Episcopal Church, in the above referenced litigation.

EXHIBIT A
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Frost National Bank 2 March 28, 2011

This letter is to follow up on the December 22, 2008 letter to Frost National Bank from
Mary Kostel, counsel for The Episcopal Church and its presiding bishop, the Most Rey.
Katharine Jefforts Schori. A copy of that letter is attached.

Litigation

Although the Bank already has notice of the above-referenced dispute and litigation, 1
enclose for your files a true copy of the Amended Order on Summary Judgment, granting in part
the Local Episcopal Parties' Amended Motion for Summary Judgment and The Episcopal
Church's Motion for Summary Judgment (and denying the Defendants' motions for summary
judgment), signed by the district judge on Februuy 8, 2011. In this Amended Order the Court
has made declarations that directly affect who is entitled to use and control Church property,

incinding:

1. The individuals who remain loyal to the Episcopal Church are the
individuals entitled to use and control church property. (Those persons include my
clients and do not inchide the faction, including Defendants Jack Leo Iker,
Franklin Salazar, Jo Ann Patton, Walter Virden I, Rod Barber and Chad Bates,
who have left the Church but still claim authority to act as trustees of the
Diocesan Corporation;

2. All property held by or for the use of the Episcopal Diocese of Fort Worth
may be used only for the mission of The Episcopsl Church, subject to the
Episcopal Church's Constitution and Canons (and not for the churches under
which Iker and his followers claim alleginnce); and

3. ThnchnngmmadebylketandthnuﬂmDefendminZOOGiudZDGQto
the articles and bylaws of the Diocesan Corporation (under which Iker and the
other defendants seek 1o retain control over the Diocesan Corporation after they
left The Episcopal Church in 2008) are ulira vires and void.

Also enclosed is & copy of the March 16, 2011 opinion of the Austin Court of Appeals in
another case, confirming and supporting the legal position of the Local Episcopal Parties in the
Tarrant County case.
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Frost National Bank 3 March 28, 2011

Supplemental Demand on Frost Bank

Ms. Kostel's Decembar 22, 2008 letter specificaily advised the Bank of the lack of
authority of Iker and of those purporting to act under his authority to act on behalf of the Diocese
and related entities, and the Church's intention to "hold Frost National Bank accountable for any
dispositions made by it of such funds at the direction of Jack Leo Iker or anyone on his behalf "

However, we have knowledge that despite this letter, afier Decembet 22, 2008 Frost
Bankhasappnrenﬂycomlmedmaccmmmmdmkedxmmanﬁomlku .the other putative
trustees of the Corporation, and others under their dlrwuon, regnrdmgChnrch proputythnt

existed on November 15, 2008, the date on which Tker am the : 13
This propexty includes endowments s, and acconnts held byFmstBankmthe name ofm

for the use and benofit of the Diccese or its parishes and missions, respectively, maintained
and/or managed by one or more offices and officials of Frost Bank. Apparently Frost Bank has
smceDecambu'zz, 2008 mpparted theusebylkumdoﬂlm ofﬁmdaandothucmnch

Novambu*l:! 20081nndd1tmn, Fmst Bank hu apparantly paruc!pated in pu:portmg to sell,
umsfm'mdmmbwanduthermummlrealmd_nmmnﬂpmpmyofthbmomm

Corpomuon Fana p 1) I8CODR] i 1]
Diggese. Inaddxhon,weundmtandthatonuuﬂhebe&ndmtamthecue,Rodmeer malno

an officer of Frost Bank.

The purpose of this letter is {0 reaffirm that the Bank continues to deal with Iker, the
other Defendants in the above-referenced litigation, jngluding Rod Batber, and those acting
under their authority, including Charles A. Hough III, regasding the church property or funds at
its own peril.

My clients will evaluate transactions entered into by Iker and his followers since
November 15, 2008 and reserve the right to seek to avoid any and all those transaciions and to
seck any other available remedies against all parties invoived.

Bishop Ohl and other trustees of the Diocesan Carporation invite you and legal counsel
for Frost Bank to meet with them in the coming weeks to inventory the varioua accounts and
assets currently in control of Frost Bank on behalf of the Diocese and to account for
disbursements, transfers, and other activity under the purported authority of Tker and others aince
November 14, 2008. Please let me know a few alternate times and dates in the coming weeks
that would be convenient for you or the Bank's legal counsel.
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Froat National Bank 4 March 28, 2011

In addition, the Episcopal Parties ara requesting that subpoena be issued to Frost Bank for
production of records regarding the church accounts and other property being held or managed
by Frost Bank and its related entities, including the accounts and property of the Diocese, its
Diocesan Corporation, Endowment Fund, and its parishes, missions and other entities. Would
you please advise me of the nams and address of the custodian of records or other bank official
to whom the subpoena shouid be directed?

Conclusion

I encourage you to check the Diocesan website at www.c
additional information regarding the status of the Diocese.

Thank you for your courtesy. Please let mo know if you have any questions regarding

this letter or the litigation.
Y,
nathan D. F. Nelson
TDFN/kaf
Ene,

cc:  Stanley McCormick
Executive Vice President, Corporate Counsel and Secretery
Frost National Bank
_100 W. Houston Street, Suite 1270
San Antonio, Texas 78205-1457

The Ret. Rev. C. Wallis Ohl

The Corporation of the Episcopal Diocese of Fort Worth
Fund for the Endowment of the Episcopate

Mary Kostel

David Booth Beers
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Managed Investment Accounts of The Episcopal Diocese of Fort Worth

Endowment for the Episcopate Fund - #WA396
Diocesan Fund - #WA39601

E.D. Farmer Fund - #WA39602

Memorial Scholarship Fund - #WA39603

Ann and John Brown Agency Fund - #WA39605

Farley/Turner Fund - #WA39607

Exhibit B

514718 1/5PSA/19387/0200/042211



