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SUMMARY

The Texas Court of Appeals held that JPMorgan Chase Bank, as successor trustee and contract holder
of First City Bancorporation’s employee retirement trust, held legal title to demutualization proceeds
arising from Prudential group annuity contracts. The court reversed summary judgment awarding the
proceeds to First City Financial Corporation because the trial court had not determined the beneficial
ownership of the proceeds under the trust. The case was remanded for further proceedings under the
Texas Trust Code.
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PROCEDURAL POSTURE Appeal from a summary judgment awarding ownership of interpleaded
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STANDARD OF REVIEW Summary judgment is reviewed de novo. The reviewing court takes as
true evidence favorable to the nonmovant, indulges every reasonable
inference in the nonmovant's favor, and resolves doubts in the
nonmovant's favor. When all parties move for summary judgment, the
court considers the evidence presented by all sides and, if the trial
court erred, renders the judgment the trial court should have rendered.
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QUESTIONS PRESENTED

1. Whether the trial court properly granted summary judgment declaring FirstCity Financial Corporation
the owner of the demutualization proceeds.

2. Whether the successor trustee's status as contract holder gave JPMorgan legal title to the interpleaded
proceeds.

3. Whether the trial court could determine the ultimate beneficial ownership and proper distribution of the
proceeds without affirmative relief and participation by the successor trustee under the Texas Trust
Code.

HOLDINGS

1. JPMorgan, as successor trustee and contract holder of the group annuity contracts, is the legal owner of
the interpleaded demutualization proceeds as a matter of law; FCLT, Blair, and FirstCity Financial
Corporation were not entitled to the proceeds as a matter of law.

2. The trial court was not in a position to determine the beneficial ownership or proper disbursement of the
proceeds without affirmative relief from and participation by JPMorgan as successor trustee.

3. The trial court erred in granting summary judgment in favor of FirstCity Financial Corporation and
declaring it the owner of the proceeds.

KEY QUOTATIONS

“We hold that JPMorgan, as successor trustee, is the legal owner of the interpled demutualization proceeds
as a matter of law, and the trial court thus erred in granting summary judgment in favor of FCFC on that
issue.”

“Because the trustee’s participation is necessary to determine the appropriate disbursement of the
demutualization proceeds, in consideration of the competing parties’ interests and the status of the annuities
purchased by the Plan, we deny the parties’ agreed motion to abate this appeal, reverse the judgment and
remand the cause to the trial court for further proceedings consistent with this opinion.”

FACTUAL BACKGROUND

First City established and funded a defined-benefit retirement plan and placed it in a trust administered by First
City National Bank of Houston. The bank, acting as trustee, purchased two Prudential group annuity contracts,
which named the bank as contract holder. After the bank became insolvent, successor entities and ultimately
JPMorgan asserted rights as successor trustee, and Prudential's demutualization generated stock worth more than
$17 million in exchange for the policyholder membership interests attached to the contracts. FCLT, FirstCity
Financial Corporation, and representatives of former plan participants disputed entitlement to the proceeds.



PROCEDURAL HISTORY

Prudential commenced an interpleader action after FCLT, FirstCity Financial Corporation, and JPMorgan
asserted competing claims to proceeds arising from the demutualization of Prudential group annuity contracts.
The trial court discharged Prudential, recognized JPMorgan as successor trustee and contract holder, and then
granted FirstCity Financial Corporation's motion for summary judgment while denying the motions of FCLT and
Blair. FCLT and Blair appealed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for further proceedings consistent with the opinion, including proceedings under the Texas Trust Code
addressing construction of the trust, the competing parties' interests, the status of the annuities, and the
appropriate disbursement of the demutualization proceeds. All other pending motions were dismissed as moot.
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