








operative. Thé terms shall be construed in conformity with the definitions
of Texas or other applicable law, unless otherwise stated or unless
circumstances otherwise dictate, ~ The headings arc intended for

" convenience without hmmng effect, and the illustrations of the Trustee's
authority shall not be construed as limitations. All provisions are intended
to be severable and shall exist and be construed separately and
independently with respect to each trust created by this trust instrament and

~ with respect to each and evcryﬂ:mofmsstpmperty A provision
ad]udlcawd to be invalid shall not impair the effectiveness of any other
provision.

95 Use of Words. As used in this trust agreement, whenever the context so
indicates, the gender of all words shall include the masculine, feminine, and
neuter, and the number of all words shall include the singular and plural,

IN WITNESS WHEREOF, the Grantor has signed and execnted this agreement
and, to evidence her acceptance of the terms and conditions of the trust, the Trustee has
signed and executed this trust agreement on this 5th day of May, 2006 (the “date of

creation of this trust™). P WM

E. Pierce Marshall, Graator

Elaine T. Marshall, Trustee
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STATE OF TEXAS :

COUNTY OF HARRIS ' :

| BEFORE ME, a notary public in and for the aforeomentioned county and state, on

;his 5th day of May, 2006, personally appeared E. Pierce Marshall, to me known to be the
identical person who executed the within and foregoing instrument and acknowledged to

me that he executed same, and that it was executed for the uses, purposes and

considerations therein expressed as his free and voluntary act and deed.

P Am.:.)

\Los-u ANN !&?}gﬂiﬁ’d
NOTARY PUBHIC . M
STATE OF TEXAS TR CL»\MA S

7 sy oo xlees 224250 ¢ NOTARY PUBLIC

Sy ipon, 23 y Commission Expires:
STATE OF TEXAS :
COUNTY OF HARRIS :

.BEFORF: ME, a notary pui:lic in and for the aforementiqned county and state, on
this 5th day of May, 2006, personally appeared Elaine T. Marshall, to me known to be the
identical person who executed the within and foregoing instrument and acknowledged to
me that she exeéuted same, and that it was exccuted for the uses, purposes and

considerations therein cxgrcssed as her free and voluntary act and deed.

P : L3t AMN WORFFY ¥

s AR Lg OTARY PUBLIC

it FTEXAR

% 4 “;5;;\.1&;2"% 276 250 Quann” Mrgn foal®)
3 i NOTARY PUBLIC

My Commission Expires:
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EXHIBIT B



DECLARATION OF EDWIN K. HUNTER IN SUPPORT OF OPPOSITION TO
APPLICATION FOR ORDER VACATING THE NINTH CIRCUIT ORDER STAYING
THE DISTRICT COURT JUDGMENT WITHOUT BOND

I, Edwin K. Hunter, declare as follows.

1. I am an attorney admitted to practice before the Supreme Court of the United States, the
United States Court of Appeals for the Fifth Circuit, the United States Tax Court, and the courts
of Louisiana, Texas, and the District of Columbia. I specialize in tax, estate planning and tax
dispute resolution, among other areas. I represented J. Howard Marshall, 11 (“J. Howard™), and
later E. Pierce Marshall (“Pierce™) before their deaths, and currently represent Elaine T. Marshall
as Independent Executor of the Estate of E. Pierce Marshall. 1 have personal knowledge of the
facts stated in this declaration, and could and would testify competently thereto if called to do so.
2. I advised Pierce on tax and estate-planning matters before his death. Estate planning for
Pierce was extremely complicated and time-consuming because of, among other things, Pierce’s
extensive illiquid assets, constraints placed on Pierée’s estate plan by J. Howard’s tax litigation
pending in the United States Tax Court and tentative settlement with the Internal Revenue
Service, his desire to provide for both family and charity, the need to minimize taxes to the
extent permitted by law, and the intricacy of federal tax law.

3. The will, trusts and related documents that Pierce executed in May 2606 were drafted,
reviewed by Pierce and revised several times during a period that commenced in November
2004. The project required engaging appraisers and collecting complex financial information. A
suggestion that Pierce, his lawyers and experts accomplished such extensive work during the

five-day interval after the Supreme Court’s May 1, 2006 decision in Marshall v. Marshall
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reflects a benighted understanding of estate planning, and is not true. To the contrary, Pierce
committed to the execution of these documents, and arranged for a Kane, Russell, Coleman and
Logan conference room in Dallas and the use of one of that firm’s notaries, all before he knew of
the Supreme Court’s ruling.

4, I advised Pierce concerning The Staurolite 2006 Grantor Retained Annuity Trust (the
“Staurolite Trust”) and other grantor-retained annuity trusts (*GRATSs™) that he executed on May
5, 2006. GRATS are a standard tax-planning device for wealthy individuals. They are discussed
in federal judicial decisions concerning taxation, Internal Revenue Service regulations, and
hundreds of tax-planning treatises and periodical articles. The purpose of so-called zeroed-out
GRATs, including those executed by Pierce in May, 2006, is to retain the original value of the
trust assets for the grantor, while excluding some of the appreciation in those assets from the
grantor’s estate to the extent permitted by the Internal Revenue Code. In my judgment, GRATs
are not an effective way to shield assets from creditors. Among other things, the amount placed
in trust is quickly returned to the grantor, essentially with interest. For another, under Texas law
the grantor’s interest in a trust is expressly subject to the claims of the grantor’s creditors. A
GRAT concentrates the grantor’s assets in the hands of a fiduciary and thereby simplifies the
creditor’s collection efforts.

5. Pierce placed Trof shares in the Staurolite Trust by operation of a trust agreement dated
May 5, 2006. 1 understand that a copy of the Staurolite Trust Agreement (the “Trust
Agreement”) is attached to the Declaration of Elaine T. Marshall filed contemporaneously with

this declaration.
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6. The Staurolite Trust has a term of three years from the date of its establishment. Over
those three years, the trust instrument requires that the trustee pay Pierce (now his estate) an
annuity. In absolute terms, the annuity paid will, over three years, equal over 112% of the
original value of the stock that was placed in the trust. Specifically, under Section 3.1 of the
Trust Agreement, on the first anniversary of the trust’s establishment, the trust is obligated to pay
the estate approximately 30.9% of the value originally placed into the trust; on the second
anniversary, approximately 37.1%; and on the third anniversary, approximately 44.5%. Under
Section 3.2, the annual payments to Pierce’s estate must be increased if the Internal Revenue
Service successfully challenges the appraisers who valued the corpus for distribution purposes.
Under Sections 3.3 and 3.4 of the Trust Agreement, the trust must make the payments even if it
requires invading principal, and the payments cannot be forgiven, reduced, or substituted with
notes, opiions or similar instruments. Thus, the Staurolite Trust instrument requires the trust to
pay Pierce’s estate more than the amount originally placed in trust.

7. The trust agreements for The Ruby 2006 Grantor Retained Annuity Trust, The Pepino
2006 Grantor Retained Annuity Trust, The Onyx 2006 Grantor Retained Annuity Trust, The
Azure 2006 Grantor Retained Annuity Trust, and The Jade 2006 Grantor Retained Annuity
Trusts are similar to the Staurolite Trust in the respects discussed in the preceding paragraph.
Each trust was designed to minimize taxes consistent with the law, and each trust will, by the end
of three years, return to Pierce’s estate all of the value placed in trust plus approximately 12%.
8. Pierce’s estate has a contingent transferee federal gift tax liability of many millions of
dollars. This is gift-tax liability of J. Howard’s estate that the Internal Revenue Service will

likely seek to collect from Pierce’s estate as transferee. The liability was contingent on
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completing certain litigation (not Vickie’s claim against Pierce). The litigation is now
completed. The contingency has been eliminated, the tax liability is due, and the Internal
Revenue Service is expected to take the position that it has a lien against the assets of Pierce’s
estate.

I declare under penalty of perjury under the laws of the United States and the State of

Texas that the foregoing is true and correct.

e

Dated: March 12, 2009 édjfifi% K )

Edwin K. Hunter
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EXHIBIT C



INCONSISTENCIES WITH THE RECORD IN STERN'S APPLICATION

Stern's Application states that the
bankruptcy court's award of $449
million in compensatory damages

The bankruptcy court reached this
valuation of damages by taking half of the

" 6 [amount by which J. Howard's MPI stock 36-37
represented "the amount of the . X .
. y appreciated in value from the date of his
intended trust" from J. Howard to . . . .
. marriage to Vickie until the date of trial.
Vickie.
In fact, the district court never made a
ruling as to whether Vickie's counterclaim
Stern's Application falsely states that was compulsory; rather the court stated
the district court held that "Vickie's - that "it is not certain that Vickie's 66-67
counterclaim was compulsory" but 'counterclaim arises from the same
was not core. transaction as Pierce's proof of claim," but
held that Vickie's claim was not core
regardless of whether it was compulsory.
Stern falsely implies that Pierce In fact, Pierce filed the emergency motion
delayed by waiting "six months after with the Ninth Circuit in December 2002,
the district court denied Pierce's 10 less than one month following the district 590. 9
motion to stay judgment pending court's November 2002 order granting ’
appeal" before filing an emergency Vickie's motion for registration of her
motion for stay in the Ninth Circuit. judgment in foreign jurisdictions.
Stern's Applicati tates that "Pi . R
oIS Apprication states that "Hierce These representations were made to the
and his attorney Eric Brunstad .
. . court in the context of a proposed order to
consistently represented . . . that Pierce| 10, 10- . . . 614, 623,
. .. which Pierce would agree if he was not
would neither transfer nor dissipate 11n.2 : 629
. " required to post a bond to stay the
assets during the pendency of the stay - dement
entered by the Ninth Circuit. juce '
Stern states that Eric's agreement at Koch was never mentioned by name
oral argument with the district court's during this discussion; moreover, this
statement that "Koch stock 'is not 10-11 statement was in the context of how a 37475
going to be hidden, concealed, moved, 09 > |turnover order tying up stock could cause 380 ’

"

changed, et cetera™ was the basis for
the court denying Vickie's motion for a

turnover order.

irreparable harm to Pierce, rather than a
discussion of the risk of Pierce dissipating

assets.




In fact, the district court never evaluated
Pierce's holdings in Koch. Although the
court described J. Howard's holdings in
MPI and the sale of a portion of that stock

Stern cites the district court opinion to to Pierce in 1993, it made no finding as to {86-88, 108
argue that Pierce's largest asset 13 the current value of those shares or 09, 111-
consists of J. Howard's former interest whether Pierce had retained ownership. 19, 122-
in Koch Industries. Similarly, although the court 27.
acknowledged that MPI held shares of
Koch, it made no findings as to whether
Pierce personally held Koch shares or the
value of such shares.
Pierce's declaration acknowledges that he
. . . owns some shares of Koch stock directly
Stern cites Pierce's declaration . . .
accompanvine his emereency motion and indirectly through his ownership of
p . Y g. . geney .. 13 |Trof, Inc. shares. However, the 634-35.
to the Ninth Circuit for the proposition . .
. . declaration does not provide dollar
that Pierce is extremely wealthy. . .
amounts, let alone a suggestion that Pierce
is a billionaire.
. Any reli h !
Stern also relies on the bankruptcy Y retance on the bankruptf:y <.:0urt >
. . . findings is improper, as the district court 29-30,
court's findings that Pierce’s MPI stock} 13 vacated the bankruptcy court's opinion in 188
was worth $1.6 billion in 1999. vacate piey P '
1ts entirety.
Stern falsely states that the "district The dlS.tI'IC'.[ court simply made - .
. . , determination as to the value of Pierce's
court found in 2002 that Pierce's \ i .
.. assets. The court's valuation findings also
holdings in Koch were worth $780 . . i
e " . failed to consider the existence of any
million in 1995," relying upon the 13 . s . 6, 125-27
, . , liabilites of the companies. In any case,
court's finding that J. Howard's Koch . .
" the district court findings do not support
stock would be worth more than $2 . . . ) .
billion today " Vickie's contention that Pierce is worth
v billions of dollars.
Stern asserts that Pierce's estate is None of these thfee d'ocuments ass'gns a
.. e dollar value to Pierce's assets, let alone
missing billions" as a result of the suggests that he had "billions" in assets
creation of multiple GRATS. As 58 : > | s500-21,
. . A The Hunter declaration explicitly refutes
support, she cites Pierce's last will and | 13-14 the sueeestion that the GRATS were 551-54,
testament, the Edwin K. Hunter &8 561-70

Declaration, and the Staurolite Trust
Agreement.

created to dissipate assets in response to
the Supreme Court's Marshall v. Marshall
decision in May 2006.




Stern likewise claims that Pierce
"transferred his most important asset,
his stock in Trof, the family holding

Neither of the documents Stern relies upon
supports the characterization of Trof as a
"family holding company" for Koch
shares. The Trust Agreement describes
Trof as a Delaware corporation, not a

trusts so as to defeat Vickie's
judgment ."

the fact that the underlying assets remain
available for satisfaction of creditors.

. : i . 553, 561-
company for Pierce's Koch stock," into| 14 holding company. The agreement also
. ] makes no reference to Koch whatsoever, 70
the Staurolite GRAT. Stern cites the ) .
. . instead listing the Trof shares as the sole
Hunter Declaration and the Staurolite . .
Trust Acreement as Support assets placed in the GRAT. Similarly,
& PpOrt- nowhere does Hunter's declaration refer to
Trof as a holding company or make any
reference at all to Koch.
Stern's Application states that "A stay
of enforcement of a judgment without
bond is appropriate only where there Neither of the cited cases mention a bond.
exists a probability the appellant will There is no required showing that the .
win on the merits and the appellant 40 |appellant will suffer irreparable injury, Case
will suffer irreparable injury or where merely that there is a possibility of
there are serious questions on merits irreparable injury.
and the balance of hardships tips
decidely in the appellant's favor."
Vickie's estate was an unsecured creditor
Stern's Application states that prior to the stay without bond, not
1" . 1" b L] App' 534’
Because of the stay without bond, because of the stay without bond." The 547 554.
Vickie's estate is now just another record does not support the assertion that ’
. i . . ) 55, 557
unsecured creditor and, according to 40 now she is unlikely to find sufficient .

. . . : . . Richland
Elaine, a creditor that is now unlikely funds to satisfy her judgment. The record Decl. Ex
to find sufficient funds to satisfy the excerpts cited discussed IRS debt B ’ ) '
judgment." primarily and Vicki's unsecured status » P

generally.

Stern s.Ap P hcatl.o n states that "Now, The referenced excerpts do not discuss the| _ .
according to Elaine, these assets o . Richland

. e $125 million figure noted and certainly do
[Pierce's supposed billions] have 41 not discuss amn orted "shrinkine” of Decl., Ex.
shrunk to a gross value of only $125 Y PUIp & B,p. 1

e : those assets.
million.
Stern's Application states that "under The referenced excerpts discuss the use of
cover of the Ninth Circuit stay, Pierce the trusts, but actually explain how these

. . App. 260-

transferred the bulk of his wealth into 41 trusts are not used for the purposes of 81, 550-
so-called grantor retained annuity evading creditors, particularly in light of 54 ’5 61-70




Stern's Application states that

"Moreover, it appears Pierce handed App. 260-
over the K.O 9h stock j[o his family The referenced excerpts discuss the use of 81, 352-
while receiving nothing of value (or at . 54, 561-
. ; . the trusts, but actually explain how these
least nothing approaching fair market 42 ) 70;
. . trusts return approximately 112% of the .
value) in return. This was made oy Richland
. . value of the assets within 3 years.
possible by Pierce's use of grantor- Decl., Ex.
retained annuity trusts as the vehicles B,p. 1
for transferring his assets."
Stern's Application states that "Now, App. 534,
however, the administratrix of Pierce's . 547, 554-
. . The record does not support the assertion
estate assets claims there is only $125 : o1 55, 557
e o 46 |that now the estate is worth $125 million :
million in the estate, that all Pierce's by virtue of some wronedoin Richland
assets are part of his estate and that y £ao1mg- Decl. Ex.

$100 million is owed to the IRS."

B, p.1






