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SUMMARY

The Supreme Court of Virginia considered a dispute over ownership of real and personal property

following The Falls Church's disaffiliation from the Protestant Episcopal Church and the Diocese of

Virginia. Applying neutral principles of law, the court examined Virginia statutes, deeds, church

governance documents, and the parties' course of dealings, including the effect of Virginia Code § 57-

7.1 and the Episcopal Church's Dennis Canon. The court held that Code § 57-7.1 permitted

denominational trusts and addressed whether the church property was subject to such a trust.
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The Falls Church appealed the circuit court's judgment awarding TEC
and the Diocese proprietary interests in disputed church property and
requiring conveyance of the property. TEC and the Diocese cross-

appealed the circuit court's treatment of Code § 57-7.1.

Statutory construction is reviewed de novo. The court applied neutral
principles of real property and contract law to the church-property
dispute and reviewed unpreserved assignments under Rule 5:25.
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QUESTIONS PRESENTED

1.

2.
3.

Whether Virginia's neutral-principles approach constitutionally permitted the court to resolve ownership

of the disputed church property.
Whether Code § 57-7.1 authorized denominational trusts benefiting a hierarchical church.

Whether the Dennis Canon created an express trust enforceable under Virginia law or, alternatively,

whether the parties' relationship supported imposition of a constructive trust.

4. Whether the circuit court properly awarded the disputed real and personal property to TEC and the

5.

Diocese.

What date properly demarcated property acquired by The Falls Church after disaffiliation from property
held for TEC and the Diocese.

HOLDINGS

1.

Code § 57-7.1's plain language broadened the scope of valid church-property trusts to include property
conveyed or transferred to or for the benefit of a church diocese and therefore permits denominational

trusts for hierarchical churches.

. Although the Dennis Canon did not create an effective express denominational trust when enacted in

1979 under the law then in effect, the constitution and canons of TEC and the Diocese, together with the
parties' course of dealing, established the fiduciary relationship necessary for a constructive trust

benefiting TEC and the Diocese.

. The use of neutral principles of real property and contract law to resolve the dispute did not violate the

First Amendment or the Virginia Constitution because the decision did not depend on inquiry into faith,

doctrine, or ecclesiastical questions.

. Contributions, donations, and membership dues made to The Falls Church were held in trust for TEC

and the Diocese under Code §8 57-7.1 and 57-10, and the congregation's discretionary control over those

funds did not eliminate the trust.

. The filing of the declaratory judgment action was not the proper demarcation date. The relevant date was

when The Falls Church voted to disaffiliate, or alternatively when the Diocese declared the property
abandoned; the case was remanded for the circuit court to recalculate the personal-property award using

the disaffiliation vote as the demarcation point.

KEY QUOTATIONS

“The question is simply whether the court can decide the case by reference to neutral principles of law,



without reference to issues of faith and doctrine.” (at 8-9)

“When one considers the constitution and canons, specifically the adoption of the Dennis Canon, and the
course of dealing between the parties, The Falls Church, TEC and the Diocese intended, agreed and expected
that the property at issue would be held in trust by The Falls Church as trustee for the benefit of TEC and the
Diocese.” (at 23-24)

“A necessary corollary is that once a congregation votes to disdaffiliate from a hierarchical church, the
hierarchical church no longer has any rights or interest in any property subsequently acquired by the
congregation.” (at 31-32)

“Affirmed in part, reversed in part, and remanded.” (at 33-34)

FACTUAL BACKGROUND

The Falls Church, founded in 1732, joined the Diocese of Virginia and TEC in 1836 and operated as part of the
hierarchical Episcopal church structure for many years. In December 2006, its congregation voted
overwhelmingly to disaffiliate from TEC and the Diocese. TEC and the Diocese claimed interests in the
congregation's real and personal property based on deeds, church constitutions and canons, the parties' course of
dealing, and the Dennis Canon. The circuit court awarded property-related relief to TEC and the Diocese,

including property acquired after the declaratory actions were filed.

PROCEDURAL HISTORY

After The Falls Church and six other congregations voted to disaffiliate from TEC and the Diocese, TEC and the
Diocese filed declaratory judgment actions concerning ownership of real and personal property. The circuit court
initially dismissed the actions as moot after granting the congregations' Code § 57-9(A) petitions, but the
Supreme Court of Virginia reversed and remanded in Protestant Episcopal Church v. Truro Church, directing
resolution under real-property and contract-law principles. Following a 22-day trial on remand, the circuit court
found contractual and proprietary interests in favor of TEC and the Diocese, imposed property-related relief, and

denied the congregations' counterclaims. The Supreme Court affirmed in part, reversed in part, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The circuit court was directed to reconsider the award of personal property acquired after disaffiliation using the
date The Falls Church voted to disaffiliate as the proper demarcation point. The court otherwise was to enforce

the conveyance of the trust property to TEC and the Diocese and maintain the remainder of its judgment.
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