SETTLEMENT AGREEMENT

Thig settlement agreement (“Agreement”) is heroby entered into as of this
28th day of August, 2024, by and between the parties to a lawsuit current pending in
the Circuit Court of Craighead County, Arkansag, Case No, 16JCV-22-1872
(hereinafter, the “Lawsuit”). The parties are idontified as follows and as gelf-named
in the Lawsuit: Petitioner First United Mathodist Church, Jonesboro, Arkansas
(“Petitioner”); Respondent Arkansas Conference of the United Methodist Church,
Ine. (the “Arkansas Conference”); Respondent First Community Bank (‘Firat
Community”); Intervenor First United Methodist Church Jonesboro, Arkansas
(‘FUMCJ"), First Methodist Church of Jonesboro, Inc. (‘Church, Inc.”), any entity
using EINIIEEEEEEER, Justin Miles, Bonnie May, Barrett Pugh, Ron Tartt, Wade
Quinn, and Jenny Keller. Petitioner, the Arkansas Conference, First Community,
FUMCJ, Church, Inc. and any entity using EIN NN - o colloctively
referred to herein ag the “Parties” and each separately as a “Pariy.”

Background

WHEREAS, FUMCJ is an unincorporated, nonprofit Arkansas association
that has existed for many decades; and

WHEREAS, Petitioner filed the Lawsuit in the name of First United Methodist
Chuxch, Jonesboro, Arkansas; and

WHEREAS, on July 8, 2024, the Craighead County Circuit Court determined,
among other findings and conclusions, that although Petitioner filed the Lawsuit in
the name of First United Methodist Church, Joneshoro, Arkansas, Petitioner is not
that entity and has no rights to its assets or its name; and

WHEREAS, the Craighead County Circuit Coutt also determined that FUMCJ
18 the true First United Methodist Church of Jonesboro, Arkansgas; and

WHEREAS, the Arkansas Conference, via a declaration of exigent
circumstances in accordance with the trust clause contained in The Book of Discipline
of the United Methodist Church, hag asserted in the Lawsuit its entitlement to all
real and personal, tangible and intangible, property of FUMCJ; and

WHEREAS, First Community holds morigage interests in certain real

property of FUMCJ and has held and now holds deposit accounts owned by FUMC;
and

WHEREAS, the Arkansas Conference has pending eclaims in the Lawsuit
against Petitioner and against First Community;



WHEREAS, Petitioner has an accounting pending in the Lawsuit, and the time
for FUMCJ to object to the accounting has not expired; )

WHEREAS, FUMCJ has pending claims in the Lawsuit against Doe
defendants;

WHEREAS, the Parties have agreed to fully settle, release, and resolve any
and all claima ariging out of or related to any of the claims in the Lawsuit or that
could have been raised by any Party in the Lawsuit or otherwigse againglt any other
Party or against any officer, manager, member, employee, incorporator, agent, board
or board member, lawyer or other individual or entity associated with a Party; and

WIHEREAS, the Parties have agreed to resolve the entitiement to any and all
properties, real or personal, tangible or intangible, that are in the name of First
United Methodist Church Jonesboro, Arkansas, or in which First United Methodist
Church Jonesboro, Arkansss may have any interest.

Agreement

Accordingly, in consideration. of the mutual covenants contained herein and for
other good and valuable congideration, the Parties agree as follows:

1. The Parties ropresent and warrant that each of the foregoing recitals ig
troe and correct, substantive and incorporated into this Agreement.

2. The Parties agree that this Agreement is a compromise of disputed
claims.

3. In full and final satisfaction of the claims asserted in the Lawsuit, the
Parties hereby agree as follows:

a. Potitioner agrees that it is not First United Methodist Church
Jonesboro, Arkansas, and has no right to any property, real or
personal, tangible or intangible, or any other interest, known or
unknown, that may now exist or may exit in the future, that is in the
name of or directed to First United Methodist Church Jonesboro,
Avkanaas, including but not limited to property reflected in any deed
attached to a pleading in this Lawsuit;

b. Petitioner relinquishes all claimg that it may have, known or
unknown, to any and all estate or trust funds existing now or that
may exist in the future where TMrst United Methodist Church,
Jonesboro Arkangag is named as a beneficiary, including but not
limited to the bequests at issue in two pending matters in the Cirenit




Court of Craighead County, Arkansas, In the Matter of the Estatle of
Oscar J. Melton, Jr., Deceased, Cage No, 16JPR-22-92 (the “Melton
Trust™) and Bradley Alan Davis, Trustee of the Kay Frances Davis
Revocable Trust v, First United Methodist Church, Jonesboro,
Arkansas, et al, (the “Davis Trust”), Case No. 16JPR-24-64, as well
ag any interest in the Phillips Matthews Memorial Scholarship Fund
and the Howard Endowment by no later than October 1, 2024.
Petitioner will file an appropriate notice disclaiming any such
interest in the pending matters involving the Melton Estate and the
Davia Trust on or before Friday, September 9, 2024;

Petitioner likewige relinquishes all claims that it may have, known
or unknown, to any and all estate or trust funds, bequests, or any
other gifts of any kind, known to exist now or that may become
known to exist in the future, where First Church, First Methodigt
Church of Jonegboro, or any similar derivation thereof, is named as
the beneficiary, so long as the instrument was executed or signed
prior to December 15, 2022;

. Petitioner, Church, Inc. and any entity using EIN | INGSEENEEE
shall jointly and severally pay a cash settlement to FUMCJ totaling
$1,100,000.00 US (“Settlement Payment”) in the following
increments: $300,000.00 US to FUMCJ on or before Friday,
September 9, 2024, and the balance of $800,000.00 on or before
Friday, October 11, 2024;

. Petitioner will immediately cease all uge of the domain name
fumcjonesboro.orz and provide the access codes for control and
administration of the domain name fumcjonesboro.org before the
dismissal of the Lawsuitl;

. Petitioner assumes the liability for and responsibility to resolve the
proposed assessment of the IRS against FUMCJ of $10,010.00, or any
amount later determined or sought by the IRS;

Petitioner assumes hLability for all indebtedness owed by FUMCJ
{except any mortgage indebtedness) relating to actions or inactions
of Petitioner occurring before August 1, 2023;

. Peatitioner provides to FUMCJ copies of all Form 941s filod using

FUMCYs EIN R for 2022, 2028 and 2024 prior to the
dismissal of the Lawsuit;



1.

k.

Petitioner identifies to FUMCJ in writing with backup
documentation provided to FUMOCJ copies evidencing all bank
accounts and other accounts set up with any vendor, lender, credit
card company, music licensing company or any other third party
opened in the name of First United Methodigt Church Jonesboro,
Arkansas, and/or using the EIN [ of First United
Methodist Church Jonesboro, Arkansas, prior to the dismissal of the
Lawsuit;

Petitioner shall never use FUMCJ’s EIN, name, or other identifiable
information associated with FUMCJ for any purpose;

The Arkangas Conference will filo an appropriate notice or other
document withdrawing its declaration of exigent circumstances in
the real property records of Craighead County regarding the
property of FUMCJ within five business (B) days following the
dismissal of the Lawsuit with prejudice;

The Parties agree that upon fulfillment of Paragraph 8, FUMCJ
holds the interest in and legal title to all real and personal property
of First United Methodist Church, Jonesboro, Arkansas, whether
tangible or intangible, known or unknown;

FUMCJ agrees and acknowledges that it holds title to all property in
the name of First United Methodist Church Jonesboro, Arkansas, in
trust for the benefit of the United Methodist Church in accordance
with The Book of Discipline;

. Petitioner shall provide complete copies of all surveys on the real

property of FUMCI located at or around 801 S. Main prior to
diemissal of the Lawsuit;

Upon payment in full of the Settlement Payment and fulfillment of
all other terms and conditions of this Agreement, the Parties
mutually release any and all claims arising out of or related to any
of the claims raiged by any Party in the Lawsuit, or that could have
been raised by any Party in the Lawsuit or otherwise, by or against
cach other, or by or against any of the Parties’ officers, managers,
mewmbers, employees, ineorporators, agents, board, boards, trustees,
or board members, lawyers are fully setiled, released, and resolved;

. Upon payment in full of the Settlement Payment and fulfillment of

all other terms and conditions of this Agreement, the Parties and
Church, Inc. and any entity using EIN IR, mutoally release
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that any and all claims arising out of or related to any of the claims
in the Lawsuit or that could have been raised by any Party in the
Lawsuit or otherwise, by or against Church, Inc., or by or against any
entity using EIN [ o: any of their officers, managers,
members, employees, incorporators, agents, board, boards, trustees,
or board members, lawyers or other indivi entity associated
with Church, Inc. or any entity usingnW are fully settled,

released, and resolved,;

p. Petitioner, Church, Inc. and any entity using EIN_ agree
to indemnify FUMCI for any and all liabilities that have been
incurred by any one or more of them in the name of “First United
Methodist Church, Jonesboro, Arkansas”;

q. The Parties agree that all claims against First Methodist Church of
Joneghoro, Inc, are released;

r. FUMCJ agreea that it is responsible for the payment of the current
balance of the mortgaged debt against its property in favor of First
Community, and that the morigages and promissory notes between
FUMCJ and Firgt Community shall be unaffected by this Agreement;

s. The authorized signatories of FUMCJ shall execute a now banking
regolution and signature cards for all accounts at First Community,
which shall replace all current authorities granted by the current
banking resolution and signature cards on file;

t. All Parties to the l.awsuif agree to present another agreed order to
the Court that extends the time for FUMG to object to Petitioner's
accounting to and including November 1, 2024; and

u, All claims made by all Parties in the Lawsuit will be dismisged with
prejudice, and joint motion to dismiss will he filed within five (&)
business days of payment in full of the Settlement Payment and
fulfillment of all other terms and conditions of this Agreoment. This
Agreement will be attached as an exhibit to the motion to dismiss,

4. The Parties represent, warrant, and covenant that they are executing
this Agreement freely and voluntarily, without threat, duress, coercion, or promise of
consideration other than that stated herein, and that they are competent to execute

this Agreement, and have authority to enter into the terms and conditions set forth
herein.



5, This Agroement shall be construed, governed by and enforced pursuant
to the substantive laws of the State of Arkansas, without regard to conflicts of laws.

6. This Agreement containg the entire agreement and wnderstanding
between the Parties. This Agreement ig a final agreement and supersedes any prior
negotiations, representations, staterments, promises, or other discussions, express or
implied, concerning the subject matter of this Agreement. No amendment, alteration,
modification, or waiver of any term or provision of this Agreement, nor consent to any
non-performance by any Party, shall be effective unless the same shall be in writing
and signed by all Pavties,

7. The Parties agree that they will take no action and make no comment
with the intent {o, or which would reasonably be expected to, disparage or harm the
veputation of any other Party with respect to matters relating to the Lawsuit or this
Agreoment,

8. For convenience of the Parties, this Agreement may be signed in
counterparts, and each Party shall deliver to the other a signed copy by facsimile,
electronic mail or paper, each of which is agreed to be an original.

9. Attached as Exhibit A to this Apreement is the July 8, 2024 Oxder
entared by the Craighead County Civenit Court in the Lawsuit. This Agreement with
Exhibit A will be filed in. the real property records of Craighead County by FUMCJ
with a cover sheet referencing the withdrawal of exigent circumstances filing
veforenced in paragraph 8.). above.

{Signature Pages to Follow}



IN WITNESS WHEREOF, the Parties and signatories hereto have full
authority to execute this Agreement as of the date first above written.

PETITIONER SELF NAMED AS FIRST UNITED METHODIST CHURCH,
JONESBORO, ARKANSAS

/7 L(ﬂ
ETS WA
ﬁ‘{e SERY =
Justin Miles |

Chair of Board of Managers
Title

J}sy{n Miles )
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Ron Tartt

Wade Quinn s

Jenny Iyéllel

_‘L?LMEJ /f%éw

Tobect Hombe et




IN WITNESS WHEREOF, the Parties and signatories hereto have full
authority to execute this Agreement as of the date first above written.

PETITIONER SELF NAMED AS FIRST UNITED METHODIST CHURCH,
JONESBORO, ARKANSAS

Name

Jugtin Mileg

Chair of Board of Managers
Title

Justin Miles

Bonnie May

Barrett Pugh

Ron Tartt

Wade Quinn

Jénny Keller




First Methodist Church of Joneshoro, Arkansas, inc.

Marvin Day /

Chair of Board of Managers
Title




Arkansas Conference of the United Methodist Church, Inc.

Tames Todd Lurrd

Name
ﬂPl‘inted’/
71/’845 virér
Title

First Community Bank

e
Name

LAVEABRISHN

Printed

evP

Title

First United Methodist Church, Jonesboro, Arkansas

&‘4{,‘@
"

Donald L. Parker,

Chairman, Board of Trustees
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ELECTRONICALLY FILED
Craighead County Circuit Court in Jonesboro
David Vaughn, Craighead Circuit Clerk
2024-Jul-08 12:45:39
16JCV-22-1872
C02D08 : 20 Pages

IN THE CIRCUIT COURT OF CRAIGHEAD COUNTY, ARKANSAS
CIVIL DIVISION

FIRST UNITED METHODIST CHURCH,
JONESBORO, ARKANSAS,

an Arkansas church and unincorporated
nonprofit association (SIC) PETITIONER

VS. CASE NO. 16JCV-22-1872

THE BOARD OF TRUSTEES OF THE ARKANSAS

CONFERENCE OF THE UNITED METHODIST

CHURCH, INC., an Arkansas nonprofit corporation;

THE ARKANSAS CONFERENCE OF THE UNITED

METHODIST CHURCH, INC., an Arkansas nonprofit

Corporation; JOHN DOES 1-100; FIRST COMMUNITY BANK;

AND ANY OTHER INTERESTED UNKNOWN PARTIES

IN THE PROPERTIES RESPONDENTS

ARKANSAS CONFERENCE OF THE
UNITED METHODIST CHURCH, INC. COUNTERPLAINTIFF

VS.

PETITIONER improperly identified as

FIRST UNITED METHODIST CHURCH,

JONESBORO, ARKANSAS, an Arkansas church and

unincorporated nonprofit association (SIC) COUNTERDEFENDANT

ARKANSAS CONFERENCE OF THE
UNITED METHODIST CHURCH, INC. CROSSCLAIMANT

VS.

FIRST COMMUNITY BANK CROSS-DEFENDANT

EXHIBIT A




FIRST UNITED METHODIST CHURCH
JONESBORO, ARKANSAS INTERVENOR PLAINTIFF

VS, }

PETITIONER improperly identified as
FIRST UNITED METHODIST CHURCH,
JONESBORO, ARKANSAS,

an Arkansas church and unincorporated

nonprofit association and
JOHN/JANE DOES 1 - 100 INTERVENOR DEFENDANTS

ORDER ON MOTIONS FOR SUMMARY JUDGMENT

Before the Court are the following motions and the briefs, responses and

replies relating to the motions:

Petitioner’s Motion for Summary Judgment as to Respondent on
Petitioner’s Claims filed on October 23, 2023;

* Respondent’s Motion for Summary Judgment as to Petitioner’s Claim

filed on December 14, 2023;

o Petitioner’s Motion for Summary Judgment as to Intervenor First
United Methodist Church, Jonesboro, Arkansas (“F'UMC Jonesboro” or
“Intervenor”), filed on October 31, 2023; and

e FUMC Jonesboro’s Cross-Motion for Summary Judgment filed on
March 21, 2024, on its Amended Complaint in Intervention and
Petitioner’s Amended Petition.

The Court heard arguments on the motions for summary judgment between

Petitioner and Respondent on January 29, 2024. Daniel P, Dalton of Dalton &



Tomich, PLC and James .. Cresswell of Evans Petree P.C. appeared and
represented Petitioner. John Baker and Audra Hamilton of Mitchell Williams
appeared and represented Respondent. The Court heard arguments on the motions
for summary judgment between Petitioner and Intervenor on April 22, 2024,
Messrs. Dalton and Cresswell appeared and represented Petitioner, Judy Simmons
Henry and Scott A. Irby of Wright, Lindsey & Jennings LLP appeared and
represented FUMC Joneshoro. After careful consideration of the filings of the
parties and arguments of counsel, and being well-familiar with the case based on
previous hearings, including evidentiary hearings, the Court finds and concludes as |

follows:

UNDISPUTED MATERIAL FACTS

1. The parties, specifically Petitioner, agreed that there was no genuine

isgue as to any material fact and that the issues presented in the motions for
summary judgment should be decided as a matter of law.

2, The material facts are not subject to any genuine issue.

3. This is a dispute brought by Petitioner to quiet title to réal property
titled in the name of First United Methodist Church, Jonesboro, Arkansas or its
predecessors and to declare the ownership of the following real and personal
property belongs to Petitioner, alone:

a. Real Property identified in Exhibit A attached hereto and
incorporated here;

b. All funds on deposit in or held in the bank accounts identified in
Exhibit B attached hereto and incorporated here; and

3



c. All other assets of FUMC Joneshoro that existed on or after
January 1, 2022, to the present.

4. FUMC Jonesboro is the church at the center of this dispute. FUMC
Jonesboro is and always has been an unincorporated, not for profit association.
FUMC Joneshoro has, since at least the dates on the earliest deeds of property that
are at issue in this case, been a part of the worldwide denomination of The United
Methodist Church, or 1ts predecessors. June 9, 2023 Transcript, Resp. Ex, 202, at
129:4-131:3; 1939 Book of Discipline, Resp. Ex. 135, at pp. 1-14. FUMC Jonesboro
is a church with more than 3,000 members. Petitioner's Amended Petition, 9 12.

b. The United Methodist Church is a connectional church, and the
governing document of all United Methodist Churches is The Book of Discipline.
June 9, 2023 Transcript, Resp. Ex. 202, at 107:3-10.

6. FUMC Jonesboro is a congregation within the geographical bounds of
the Arkansas Conference of The United Methodist Church. Conferences are
divisions within The United Methodist Church, which are made up of the
overarching General Conference, regional conferences (like the Arkansas
Conference), and then local churches. The local churches are governed by the
conferences above them. June 9, 2023 Transcript, Resp. Ex. 202, at 45-46; 105-108.

7. The Respondent in this case is the Arkansas Conference of The United
Methodist Church, Inec. which is the regional governing arm of The United

Methodist Church in Arkansas. Respondent will be referred to as “the Conference.”




8. The Book of Discipline is the church law for The United Methodist
Church. At all relevant times, the Book of Discipline forbade local churches from
acting in a manner contrary to the Book of Discipline or from severing its
relationship to The United Methodist Church without the consent of the annual
conference. Book of Discipline, Resp. Ex. 120, at 4 2529.1

9, The Book of Discipline contains a “Trust Clause” which declares that:

[a]ll properties of United Methodist local churches and other United
Methodist agencies and institutions are held, in frust, for the benefit of
the entire denomination, and ownership and usage of the church
property 1s subject to the Discipline. This trust requirement is an
essential element of the historic polity of the United Methodist Church
or its predecessor denominations or communions and has been a part of
the Discipline since 1797. 1t reflects the connections structure of the
Church by ensuring that the property will be used solely for purposes
consonant with the mission of the entire denomination as set forth in
the Discipline. The trust requirement is thus a fundamental expression
of United Methodism whereby local churches and other agencies and
institutions within the denomination are both held accountable to and
benefit from their connection with the entire worldwide Church.

The Book of Discipline, Resp. Ex, 120, at 9 2601,

10.  The Book of Discipline also provides that, even in circumstances where
a recorded deed to real property lacks language including a trust clause in favor of
The United Methodist Church, the local United Methodist congregation still has the
responsibility to hold all of its property in trust for The United Methodist Church.
See id., at J 25603 (6).

11. At all relevant times on and before December 15, 2022, FUMC
Jonesboro’s governing principles were contained in the Book of Discipline of The
United Methodist Church. This is not disputed and was agreed to by Petitioner,

including during the summary judgment oral arguments held on April 22, 2024.
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12.  Because of disagreements that had developed within The United
Methodist Church (the terms of which are not relevant to resolution of the parties’
motions and were not considered by this Court), in 2019, The United Methodist

Church created a new process within The Book of Discipline to allow local churches

to disaffiliate from The United Methodist Church. Through this process, a local
church would be permitted to disaffiliate/sever its relationship with The United
Methodist Church, and The United Methodist Church would release any claims that
it had under the Trust Clause to the local church’s properties. The Book of
Discipline, Resp. Ex. 120, at J 2553.

13.  Pursuant to this limited disaffiliation process, a local church could
disaffiliate if (a) a 2/3 majority of the members present at a local church conference
authorized and called by the District Superintendent voted for disaffiliation, (b) the
local church entered into a Disaffiliation Agreement with the Conference, and (c) if
the Disaffiliation Agreement was ratified by a majority of members of the Arkansas
annual conference, which was the meeting session of lay and clergy United
Methodist delegates from all over Arkansas, Id.; May 19 Transcript, Ex. 201, at 108-
109; Disaffiliation Agreement, Resp. Ex. 101.

14. Induly of 2022, FUMC Jonesboro held a church conference authorized
and called by the District Superintendent, at which a 2/3 majority of members
present voted to disaffiliate. May 19, 2023 Transcript, Resp. Ex. 201, at 45:4-22.

15.  In October of 2022, the leaders of the Petitioner and then-leaders of

FUMC Jonesboro signed a Disaffiliation Agreement with the Conference whereby




they acknowledged that FUMC Jonesboro held “its real and personal, tangible and
intangible, property in trust for The United Methodist Church and subject to the
provisions of its Discipline.” See Disaffiliation Agreement, Resp. Ex. 101. Reverend
John Miles, the pastor of FUMC Jonesboro at the time and the now-minister for the
Petitioner testified that he knew and understood that the FUMC Jonesboro
properties were subject to the Trust Clause at the time that FUMC Jonesboro
entered into the Disaffiliation Agreement. June 9, 2023 Transcript, Resp. Ex. 202,
at 270:8-13. He also testified that the disaffiliation process pursuant to § 25563 of
The Book of Discipline was a process that had to be followed in order to be “free and
clear” from the Trust Clause. June 9, 2023 Transcript, Resp. Ex. 202, at 268-269.

16. On November 19, 2022, the hundreds of lay and clergy delegates to the
Arkansas annual conference considered and voted against ratifying the
Digaffiliation Agreement of FUMC Joneshoro. June 9, 2023 Transcript, Resp. Ex.
202, at 112-113. As a result, FUMC Jonesboro remained a United Methodist
congregation, and The Book of Discipline remained the governing principles of
FUMC Jonesboro.

17.  After the disaffiliation vote failed, Petitioner, rather than seeking an
appeal under church law or restarting the disaffiliation process, began a process not
sanctioned by The Book of Discipline that eventually led to its filing of this lawsuit.

18.  Petitioner, through Rev. John Mileg, advertised an intent to vote on
several topics, including leaving The United Methodist Church and adopting a new

form of church government, at a meeting he set for December 15, 2022. See



Intervenor Ex. 8, 12/5/2022 Notice by Rev. Miles. Upon learning of the plan to hold
this meeting, the District Superintendent of the Northeast District of the Arkansas
Conference of The United Methodist Church twice advised Rev. Miles, and the
congregation, that this meeting was improper under The Book of Discipline and
that any action taken there would be without effect as a violation of The Book of
Discipline. Intervenor Ex. 9, 12/6/2022 Letter of Rev. John Fleming and 12/14/2022
Letter of Rev. John Fleming,

19.  On December 15, 2022, the Miles group of congregants held the
meeting anyway and voted to leave The United Methodist Church denomination
and organize as a body under a new corporate structure. Intervenor Ex. 10,
Minutes of Special Meeting of Members 12/15/2022; Id. at Ex. 1 Ballot. According to
allegations of and documents produced by Petitioner in this case, at the December
15, 2022 meeting, 629 people voted not “to remain within The United Methodist
Church and the Arkansas Annual Conference,” and 631 people voted to approve
bylaws for a new, non-United Methodist Church. fd. On that same day,
Petitioner's members voted to create and elect “managers” of this non-United
Methodist church entity.

20.  Rev. Miles acknowledged in his sworn affidavit attached to Petitioner’s
motion for injunctive relief that the December 15, 2022 vote constituted a vote to
“depart from the United Methodist Church denomination . ...” Affidavit of Rev.

John Miles, Resp. Ex. 204, at 7 4.



21.  There is no legitimate dispute that the December 15, 2022 meeting did
not comport with the requirements of The Book of Discipline. Rev. Miles admitted
that he did not intend to follow The Book of Discipline in calling the meeting. June
22, 2023 Transcript, Resp. Ex. 203, at 102:21-103:7.

22.  The individuals that voted to leave The United Methodist
denomination, create bylaws that had never existed for FUMC Jonesboro, and elect
managers on December 15, 2022, are represented in this case by the Petitioner.
The group that wanted FUMC Jonesboro to stay affiliated with The United
Methodist Church is represented by the Intervenor in this case.

23.  The elected managers of Petitioner admitted that the unincorporated
association formed by vote on December 15, 2022, was not governed by The Book of
Discipline and was not a charge of or connected with The United Methodist Church.
Instead, the new association was governed by the Revised Uniform Unincorporated
Association Act, Ark. Code Ann. §§ 4-21-601, ef seq. “RUUNAA”).

24.  Petitioner’s minister Rev. Miles is not a United Methodist Minister
appointed by the Bishop of the Arkansas Conference of The United Methodist
Church. After the December 15, 2022 vote, Rev. Miles sought and in early 2023
received ordination by another denomination.

25.  After the December 15, 2022 vote, Petitioner’s members and its newly
elected “managers” asserted control of all of FUMC Jonesboro’s assets, including

bank accounts and buildings.



26.  There is no genuine dispute that bank accounts in the name of FUMC
Joneshoro decreased in value dramatically during the time that Petitioner
controlled those accounts.

27.  The Book of Discipline provides a procedure for protecting property
held in trust for the entire denomination of The United Methodist Church, when,
among other things, the local church no longer serves the purpose for which it was
organized or where the local church property is no longer used, kept, or maintained
by its membership as a place of divine worship of The United Methodist Church.
This procedure allows the presiding bishop, majority of district superintendents,
and the appropriate internal district board to declare that “exigent circumstances”
exist. When exigent circumstances are declared, all real and personal, tangible and
intangible property of the local church vests in the Conference. June 9, 2023
Transcript, Resp. Ex. 202, at 149:9-21; Resp. Ex. 120, at § 2549.

28.  On December 16, 2022, a declaration of exigent circumstances was
declared and recorded in the real property records of Craighead County regarding
FUMC Jonesboro property in accordance with The Book of Discipline. June 9, 2023
Transcript, Resp, Ex, 202, at 152:23-153:1, 154:24-155:23.

29.  Three days later, on December 19, 2022, Petitioner filed this lawsuit in
the name of "First United Methodist Church, Jonesboro, Arkansas, an Arkansas
church and unincorporated non-profit association.” Per the petition (complaint), the

newly elected managers authorized the filing,.
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30. On March 12, 2023, Intervenor, as FUMC Jonesboro, held a charge
conference, sanctioned by the Conference, at which a new simplified leadership
structure, the Church Council, was adopted, all in accordance with The Book of
Discipline. fd., see also Intervenor Ex. 3, 3/12/28 Charge Conference Minutes,
FUMCJ 1576. There 18 no legitimate dispute that this meeting followed the
requirements of The Book of Discipline. Intervenor FUMC Jonesboro was
authorized by the Church Council to file a complaint in intervention in this matter.

31. Intervenor FUMC Jonesboro does not dispute the Conference’s
interests in and to the real and personal property of FUMC Jonesboro, and
Intervenor FUMC Jonesboro alternatively claims if the Conference has no interest
in the assets, Intervenor claims to be the owner of them, to the exclusion of
Petitioner,

32.  Despite some statements to the contrary, the Conference did not act in
bad faith, The United Methodist Church is not a wicked denomination, and FUMC
Jonesboro congreganis are not evil, Petitioner’s 013202-13209 and 013355.

CONCLUSIONS OF LAW

1. Although suing under the name of FUMC Jonesboro, Petitioner is not
First United Methodist Church, Jonesboro, Arkansas.

2, As an unincorporated, not-for-profit association, the provisions of
RUUNAA apply to FUMC Jonesboro. Arkansas law gives deference to the

governing principles of a non-profit, unincorporated association.
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3. Under RUUNAA the “governing principles” define who the members of
an unincorporated association are and set the voting, notice, and quorum
requirements of an unincorporated association. Ark. Code Ann. §§ 4-28-602(4), -
617. A meeting of the members must be properly called, as “provided in the
governing ‘principles,” to “select or dismiss a manager” or “adopt, amend, or répeal
the governing principles.” Ark. Code Ann. § 4-28-616(a}(2), (3). The form and
responsibilities of the body of “managers,” i.e., the leadership of an unincorporated
asgociation, 1s also set by the governing principles. Ark. Code Ann. § 4-28-622,
cmt. 4. “Members who are also managers will have a dual status and their duties
and liabilities will be based on the capacity in which they are acting at the time an
action (or omisgion) takes place.” Id,

4, According to the undisputed facts, The Book of Discipline represented
the “governing principles” of FUMC Jonesboro on the date of the December 15, 2022
meeting.

b. The December 15, 2022 meeting at which Petitioner was formed was
not held in accordance with The Book of Discipline, nor, according to his testimony
did Rev. Miles intend to follow The Book of Discipline with this meeting, Pursuant
to The Book of Discipline, a local church could not sever its connectional
relationship with The United Methodist Church, except under limited
circumstances, such as the disaffiliation process permitted under § 25663, But the
disaffiliation process for FUMC Jonesboro had been attempted and not been ratified

as required, Petitioner did not establish any other authorized procedure under the
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governing principles in The Book of Discipline for the actions taken at the December
15, 2022 meeting.

6. In addition, to the extent a local church adopts any organizing
documents, The Book of Discipline requires that the District Superintendent must
approve those documents, and those documents “shall”:

(1) require the local church to be organized and operated in
compliance with the Discipline;

(2) prohibit the local church from acting in a manner contrary to
the purpose of The United Methodist Church, the annual conference, or
the Discipline;

(3) prohibit the local church from severing its connectional
relationship to The United Methodist Church without the annual
conference’s consent;

(4) require the pastor and the district superintendent, to approve,
in writing, the adoption of, and changes to, the local church’s organizing
document; and

(5) include language consistent with the Internal Revenue Code
to protect the local church’s tax-exempt status.

Intervenor Ex. 14, The Book of Discipline | 2529, § 1(c), Petitioner 004948-4950.
Petitioner produced no evidence that it satisfied these requirements of The Book of
Discipline in its December 15, 2022 actions.

7. Under RUUNAA as it existed on December 15, 2022, Petitioner’s
members could not adopt or repeal The Book of Discipline as the governing
principles of FUMC Joneshoro or create and select “managers” without complying
with those governing principles as to the requirements of their meeting and actions

taken,

13



8. As such, on December 15, 2022, when Petitioner's members held a
meeting and attempted to take actions that were prohibited by The Book of
Disgcipline, those votes were without legal effect. Further, the attempt to create new
governing documents, such as the bylaws purportedly adopted at the December 15,
2022 meeting, were prohibited actions of Petitioner.

9. As a result, the Arkansas non-profit association that is and has been
FUMUC Jonesboro for decades was not affected by the December 15, 2022 vote.
FUMC dJonesboro continued in existence after that vote and exists today.

10.  Intervenor in this case is the true First United Methodist Church of
Joneshoro, Arkansas. FUMC Jonesboro is led by the Church Council as established
by the charge conference held on March 12, 2023. The Church Council is the legally
authorized leadership of FUMC Jonesboro.

11.  Petitioner held itself out as “First United Methodist Church,
Jonesboro, Arkansas” to attempt to create standing to file its lawsuit, See
Intervenor Ex. 18, Petitioner is not FUMC Jonesboro. Petitioner has no standing
to pursue or claim an interest in any property, whether real or personal, tangible or
intangible, that is titled or held in the name of or for the benefit of First United
Methodist Church, Jonesboro, Arkansas.

12.  Petitioner brought this case to quiet title to the certain real property
identified in Exhibit A. Petitioner had the burden of proof to establish that it has
legal title to the property. Koonce v. Mitchell, 341 Ark. 718, 718, 19 S.W.3d 603, 605

(2000) (citing Gingles v. Rogers, 206 Ark, 915, 175 5.W.2d 192 (1943); Bullock v.
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Duerson, 95 Ark. 445, 129 5. W, 1083 (1910). Based upon the undisputed facts,
Petitioner did not meet its burden and does not hold title to the real or personal
property of FUMC Jonesboro.
13. Late in this case Petitioner asserted that the December 15, 2022,
meeting was allowed under RUUNAA, relying upon Arkansas Act 599 of 2023 (and
specifically Ark. Code Ann. § 4-28-616(c)). However, this Act did not become
effective until August of 2023. See Ark, Code Ann. § 4-28-616. The statute does not
state that it applies retroactively, and nothing in its terms implies a legislative
intent for retroactivity. Id. Absent express statement of retroactivity by the
legislature, the Arkansas Supreme Court observes a strict rule of construction
against retroactive operation, and the Court does not find any of the limited
exceptions to that strict rule apply. Estate of Wood v. Arkansas Department of
Human Seruvices, 319 Ark. 697, 700-01, 894 S.W.2d 573, 575 (1995) (finding that
absent express statement of retroactivity by the legislature, courts observe a strict |
rule of construction against retroactive operation). Additionally, thig legislation is |
not a remedial statute and would disturb vested rights, if Petitioner’s argument was
accepted.
14. HEven if Act 599 were to apply retroactively, it would not change the
impact of the December 15, 2022 vote. Act 599 makes clear that if the governing
principles are to be adopted, amended, restated, or repealed in a meeting that does

not comply with the existing governing principles, then that action must have
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“majority approval of its members” or “approval by a majority of the members,” and
not just a majority of votes cast. Ark. Code Ann. § 4-28-616(c)(3}(A) and (B).

15.  Here, there is no dispute that the actions taken at the December 15,
2022 meeting were not approved by a “majority” of all members of FUMC
Jonesboro. Petitioner specifically admits that FUMC Jonesboro “is a church
composed of over 3,000 individual members.” Petitioner’s First Am Petition. § 12;
Brief in Support of Petitioner’s Motion for Summary Judgment as to Intervenor p.
12. At the December 15, 2022 meeting, 629 people voted not “to remain within the
United Methodist Church and the Arkansas Annual Conference,” and 631 people
voted to approve new bylaws. Intervenor’s Cross-Motion for Summary Judgment
Ex. 1. These numbers are well short of the roughly 1500-member votes required
under Act 599, even if applied to this case filed well before the enactment and
effective dates of the statute.

16.  Petitioner also cannot establish that it has title to the properties
becauge, examining neutral principles of law pursuant to Jones v. Wolf, 443 U.S.
595 (1979) and Ark. Presbytery of Cumberland Presbyterian Church v. Hudson, 344
Ark. 332, 40 S.W.3d 301 (2001), FUMC Jonesboro held title in trust for the benefit
of the entire United Methodist Church. Petitioner admitted this fact in the
Disaffiliation Agreement with the Conference before the lawsuit was filed, and
again through its senior pastor, Rev. Miles, that, to the extent that FUMC
Jonesboro held property in its name, it was held in trust pursuant to the Trust

Clause of The Book of Discipline. Petitioner’s motions for summary judgment on its
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claims against the Respondent and against Intervenor are therefore denied on this
alternative ground. Respondent’s and Intervenor’s motions for summary judgment
as to Petitioner’s claims against them are granted for the same alternative reason.

17.  Consistent with FUMC Jonesboro’s amended complaint and cross-
motion for summary judgment, the Court concludes that either the Conference or
Intervenor FUMC Jonesboro holds the interests in and to the real and personal
property of FUMC Jonesboro, and that Petitioner has no interest in the assets of
FUMC Joneshoro.

18.  Intervenor sought an accounting in its amended complaint in
intervention and in its cross-motion for summary judgment,

19.  Petitioner’s leadership, including its pastors, formerly held positions of
leadership in FUMC Jonesboro. They owed fiduciary duties to FUMC Jonesboro
and had access to and control over its assets, including funds.

20.  An action for accounting is “an equitable remedy designed to provide a
means for compelling one, who because of a confidential or trust relationship has
been entrusted with property of another, to render an account of his actions and for
the recovery of any balance found to be due.” A & P’s Hole-In—-One, Inc. v. Moskop,
38 Ark. App. 234, 239, 832 S.W.2d 860, 863 (1992) (citing 1 Am. Jur. 2d Accounts
and Accountings § 45 (1962)). “The existence of a fiduciary relationship bestows
equitable jurisdiction for a suit for an accounting.” Id. An accounting ensures that

“the burden of proving that the accounts had been properly handled” remains
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always on the fiduciary, rather than the entity to which such duties are owed. Id.
at 240, 832 S.W.2d at 863.

21,  The Court concludes that under the circumstances of this case, an
accounting of all personal property of FUMC Jonesboro and controlled by Petitioner
is entirely warranted.,

IT IS THEREFORE ORDERED:

1. Petitioner’s Motion for Summary Judgment as to the Conference on
Petitioner’s Claims is DENIED.

2. The Conference’s Motion for Summary Judgment as to Petitioner’s
claims is GRANTED.

3. Petitioner’s Motion for Summary Judgment as to Intervenor First
United Methodist Church, Jonesboro, Arkansas, is DENIED.

4, Intervenor First United Methodist Church, Jonesboro, Arkansas’
Cross-Motion for Summary Judgment at to Petitioner’s claims 1s GRANTED.

b. All legal and equitable interests in and title to the real and personal
properties of the “First United Methodist Church, Jonesboro, Arkansas” is vested in
the Conference or Intervenor FUMC Jonesboro.

6. Petitioner has no legal or equitable interest in the real or personal
properties of “First United Methodist Church, Joneshoro, Arkansas.”

7. Petitioner’s amended petition (complaint) is hereby DISMISSED

WITH PREJUDICE. Pending motions of Petitioner are hereby denied.
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8. Within thirty (30) days, Petitioner is ordered to provide to FUMC

Jonesboro a detailed, true, and accurate accounting of all of the assets of FUMC

Jonesboro that existed on or after January 1, 2022, to the present, and to produce to

FUMC Jonesboro copies of all documents evidencing every account, loan, line of \
credit, credit and debit cards, signature cards, deposits, withdrawals, transfers,
canceled instruments, loan documents, payments, bank and loan statements, safe
deposit box records, and all other information that identifies an asset and if such
agset 18 not currently in the possession, custody, or control of Petitioner, what
happened to it. The accounting shall also include production of true and accurate
copies of all payroll records for all employees for the same time period. Intervenor
will then have thirty (30) days after receipt of the accounting to file any objections
to the accounting submitted by Petitioner. The Court will, by separate order,
address F'UMC Jonesboro’s objections and direct any revisions required for a final
accounting to be accepted by the Court.

9. Petitioner is ordered to provide FUMC Jonesboro unfettered access to
inspect and receive copies of all relevant books and records that are in the
possession, custody, or control of Petitioner, including but not limited to
membership rosters/rolls, financial records, real and personal property related
records, voting records relating in any way to disaffiliation, committee notes and
minutes, and correspondence related in any way to the disaffiliation and this

lawsuit.
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10.  Petitioner is ordered to return to FUMC Jonesboro, 801 S. Main,
Jonesboro, Arkansas all personal property at issue in this case. To the extent any
such item of property has been transferred and Petitioner is unable to return the
property as ordered, then Petitioner shall pay to FUMC Jonesboro the value of each
such item of property, as determined in a final accounting that is accepted by the
Court.

11.  The Court retains jurisdiction over the parties and the subject matter
to address all remaining claims in this case, including but not limited to the
accounting filed by Petitioner, and the counterclaim and the cross-claim of the

Conference.

ITIS SO ORDERED.

Yong [t

JUDGE GARY ARNOLD,
Special Circuit Court Judge Appointed
by the Chief Justice of the
Arkansas Supreme Court

July 4, 2024

Date
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