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clm“ﬂﬂgﬂd Standing 6 foot 6, attorney James
the L. Stang, a partner in the Los
Angeles firm of Pachunlski Stang
Zichl Young Jones & Weintraub,
looms large in any courtroom he
bankruptcy | enters. In the past 27 years he has
court participated in thousands of bank-

San Diego

diocese in

ruplcy proceedings as debtors
counsel, bankruptcy trustee, and
bankruptcy trustee counsel for
B unsecured creditors committees.

Ron Donoho But few of those cases, he says,
compare in emotional drama to
the bankrupicies of Roman
Catholic dioceses following claims
of clergy sexnal abuse. Thats

because the creditors in those
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fion Donoho 15 the executive editor of San Diego Magazine. Research editor Helen Chrislophi assisted with reporting this story.
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jrases include the alleged vietims of sexual assault

In February the Cathelic Diocese of San Dicgo, faced
with more than 160 pending lawsuits for clerpy sexual
abuse, became the fifth Roman Catholic diocese to file for
r[.h-.s]ﬂcr 11 protection. The filing came one day before the
||i1'51 trial was initially scheduled for a San Dicgo court-
jroom. The San Dicgo diocese was preceded in bankrupey
v dioceses in Pordand, Oregon; Tucson, Arizona; and
Spokane, Washington, in 2004, and Davenport, lowa. In
2006. All sought to aveid making huge settlements with
claimants for cither ignoring claims of sexual abuse or
harboring pedophile priests.

Siang, who served as counsel 1o official crediters commit-
tees in both the Spokane and Davenpont proceedings, repre-
{2ents no individual plantiffs. As creditors counse!, he does nat

[currently represent amy sunvivar of sexual

)

fabuse. "Il never be on John Docs uial—

|
school. 1 had suicidal thoughts. 1 started therapy, and you
stopped it I've lost my faith, my sister: 1 lost my virginity
and iy innocence and most of my life.”

n tears, Williams beseeched Brom 1o o right by her and
I the bundreds of other claimants. In a stern bu compussionate
[tome. U.S. Trustee Steven Kaizman reminded the countroom
that questions must be directed a1 the churehs inancial situ-
ation. Still, Brom imerrupted him, telling Williams, 1 canl
respond in this context.” Leaning forward, he told her, -
want 1o do whats right in your regard. It may include nweh
more therapy. | dont know why it was terminated. ... | can
ipromise you that § will personally look imto it.”

Katzman cut ofl the dialogue. “There have been some
(horrihic crimes done here,™ he said. “But we have 1o focus
the questions on financial affairs so your lawyers canf
make at least some measure of justice|
in this process.”

o™

Il help get him ol Sang says, "My
role ts to guide creditors through the

— “Most other

One of those lawyers—Irwin M|

bankruptey wilderness. 1 will get the
property of the diocese’s estate to be

| [bankruptcy

more than 60 other clalmanis—reached

|
1
Zalkin, who represents Williams am!i
for a microphone and responded, *1 hiaI

valued as high as possible, and process

_cases] involve _

15 about lives, 100, Not just schedules
and oversights, but about hwman lives ”

geting the claims valued ™

After the February filing, Judge
Louise DeCarl Adler twice asked 1he
San Diego «diocese to amend and refile
jits financial disclosure statements. She
‘talled the divceses accounting system
Fhyzantine,” and professed to be “mys-

__people who
“take financial
| risks. The

Boswell awempied to join in. “This|
diocese has great empathy for the vie-|
tims,” she said. But she barcly got the
words oul when the courtroom erupied
in derisive laughter.

“This kind of thing makes people|

.11f1cd why 770 bank accounts held hy
1hc 98 San Dicgo parishes hadn't been

survivors of

uncomfortable,” Stang said after the
hearing had ended. “But its pant of the

lincluded among the dioceses assers.
Bankrupicy attorney Susan G.

“abuse did not_

Boswell, managing partner in the Tucson

undertake any

case. Williams has a monetary claim, and

she needs therapy, which costs money”™
Judge Adler decided that deter-

mining ownership of parish property|

office of Quarles & Brady who represems
the San Diego diocese, says her client
did rot misrepresent itself to the court,
“Prior to 1his filing, the diocese didnt
'dor reports on a cansolidated basis,” says

— risk; they
_simply trusted.

should take precedence over deler-
mining the amount of claims, as advo-
catedd by the diocese. She appointed an
accountant 1o audit the dicceses books,

Boswell, who also represented the

| 1. Han g

l}ucson diocese. “Scparate divisions had
their own accownting and reparting sys-
ltems, Now they ssue monthly operation reports 1o the LS

{Trustee on a consolidated basts, 165 not a small task 1o cone-

fine all this,”
Church cases are unique Chapter 1ls, says Siang, “Thene
b issues in these cases you don't see anywhere else. In the see-
tion 341 hearing [first mecting of the creditors] in San Diego,
there was a woman crying and saying 2 lot of personal swdl.”
Indeed, creditor Dianna Williatms, uembling as she pu
on her reading glasses at the Apnl hearing. addressed San
Dicgo Rishop Robert H, Brony as he sat directly across from
her at a U-shaped table. “Bishop Brom, in 2004 you sem
waord that vou would help us with therapy” she said, “I'm
plagued with panic attacks. 1 couldn take my childien 1o

|20 Coraher 2007
|

_and got hurt.”
II

andin July she ordered a separate wrial 1o
determine the titles of church propeny:
Later that monih Adler received audiio
R, Todd MNeilsons 175-page report, which miscd serious
lquestions about the dioceses financial statements. “From an
laccounting perspective,” Neilson wrote, “it would be a crit-
ical misrepresentation w report that asseis belonging o
others are included in the Diocesan Oflice Funels Financial
Statements as the Debtors assets.”

On August 10, Judge Adler reacted dramatically to the
auditor’s report. She sent the diocese and its counsel an order
to show cause at a hearing sct for early Sepiember why the
churchs hankruptey case should not be dismissed. Boswell
wouldn® comment on how the diocese planned to respond,
but she said the diccese disagreed with the auditors repon
and was prepared to answer the court’s concems.

o

Californin Lawyy Il.




|

| Helore Judge Adlers order, the legal guesions an San
{Drega paralleled those in previous church bankruptows
Who owns titke 1o dscesan propey, and what 15 its market

fvalue. But after her order, the pancipal question became the
himegny of the diocese wsell Just six months after fling under
WChaprer L1 the san Diepo chocese fced the nskof becom-
i the st charch 1o e thiesen oug ol bankriptoy cour

Stang coordi-

s eredtiors counsel,
nated the wark of anormeys lor 2 d
law firms that represented more
than 160 indnadual ¢chents. 10 as an
impressive legal group—a collection
ol “the best and bnghtest,” as several
members are quick 1o note. Stany
relished the passson he saw amony
1.“.t planofts’ lawyers, as well as the seniment expressed
by the clamants |

“Every Monday might, [ met with a commutiee of creds-

‘tots to discuss Jegal questions, but we also addressed some
sigrficant emotional issues.” says Suang “You may hear
some of these attorneys sy, 'Its not about the money: T
vou cant appreciate that sentiment unul you get nvolved
uuh them. The mam thing they want is that no other kids
Leet molested. The financnl cost of the abuse settlements,
;m.uh the Church focus an the need o address its institu- '
511011;11 and dlergy problems.”

Andrea Leavitt, 2 San Dicgo sole pracntioner who repre-
sents 14 claimants who allege sexual abuse. suys that
fworking as a creditors wam helped the planatfs nunnm~|
mffumd\ oppose the docese, with s greater funancial
Tresources AL her othees m sy hish Emerald Plaza just bl L~
from the bankrupiey cour, Leavnts boardroom often ‘TI"\\.;.|
tas headquaners lor the ereduors group and therr counsel

Leavitt says the groupis aware of the speeial nature of
the proceedings “Every step of the way, there are deci-
f&l’nns coming out of our cases that are history-makimg.”|
mlu says “Really. these cases are remarkable s the firs
e m the fustony of the Catholic Church that it hasnt
'l'un m control of the society, the governmieni, or the|
lcourts tn the community i which 1t resicdes ™

shie also s impressed by the dedication of e mem-|
“You woukl think we'd be cymeal and jaded at this|
“But we ery for cach athers chents,

i

ghurﬁ.
Ipotnt,” Leavial says.
fand our own chents, over and over again. We get physi-
!L ally sickened by i sometimes. You'd think we'd be over
Soadter Live sl g hall years, but we're not”

Many of the cases filed agamst the San Diego diocese
Jbenefined from amendments 1o the stae’s cede of divil pro-
\uluu contralling how and when alleged victims may
report chald sexual abuse. In the carly 19905, the age limit|
‘[or reporting abuse was nised from 18 10 21 {Cal. Couldel
Civ Proc § 30 1) tn 1998 that staete was amended o
permil victms of childheod sexual abuse to sue insttu-
;uun al emaplovers af perpetrators for damages resulting from

|

a breach of an independent duty, such as negligent hinngl
lor supervision, unul they reach the age of 26. In 2002 the
[Legislature again amended thee section, permitung victims
over the age of 26 10 sue uNuuuoml cmployers if they can
prove the employer knev

*had reason to know, or had
i
notiee of the unlawful w.'xu.:l conduct but fatled 1o 2, In

addion; the siaute of hnutions for bnnging past clagms

was warved for thar entize year '
Although working as a team with other [‘.-|.II'.1'I'|f|hI

Latorneys was elliciem,

Leavin savs,
“Spmetimes we hud davtime
We're
Ll Yooking av the chessboard fromwards and backwirds,

! it dl require round-|
(the-clock communicaions
fu.-lc]whnnr cortlerendes that lasted Tour hours o more
and on differem levels, Tooking at all the ramificanons.
“Theres 2 core group that drove the tren, adds Zalkan,
1 prnetpy il in the San Diegoe fum of Zalkin & Zinmer. "Rayy
Bnm!nr had the thankless job of bcnn, haison munu‘l——hll
-mcd W keep us all on the same p.\;,c " Zatkin <ays Then|
fﬂurn Johin C. Manley, Venus Soltan, Teavat, Kathy Freees
Ehuu, Larry Divon, and others. Sieve Ruhmo came m from
iNew Jersey, Torry Giles s from Houston We got pissed
[sormretinies: sometimes we hugged s hke a ke
! Stang reiterates that the coalition of ereditors counsel
{15 empowervi by s numbers bur motvated by ats mis.
sior. “Most uther representations involve people who take
(Hnancial nisks, and the bankruprey addresses whether
“The survivors ol abuse diel not

| ] - "
thwey wiory or lost, he LVE

lundenake any nsk; they simply trusted and got bunt. Inl

l!n. end. we're representing the good guys.”

weesan atomey Boswedl, of course
takes exception to Stangs comment |

I dont know L\l\_l]\ what ]1m<

thinking 15" “|Tlerrible
things happencd. and [the people
who were abused) have clams they
want to assert and put forward 1|
wouldnt sav there are good guys
and had gins Each side has a posstioming mierest” '
The diocese, Boswell contends, was working, hard to!
“The people {in the diocese] now were
'nat there when the harm occurred ™ she says “They are
!lryin;: to bring matters 1o a reasonable conclusion Eag hf
side has a different view of how we can reach that goal” .
Bishop Brom says that given the size of the clams aggiinst)
the diocese. liling for hankruptey protection was the most fe: 1-:

she says,

]
sachieve a settlement.

sihle wiy of preserving the diocese. 7l was the hest way aval-:
lable 1o compensate all the vicums of sexual abuse as Inrl\ andl!
Il.'l.ll.'!l..li if. HS Or FEsMIITeS wll allowe weanluve cap p.l:n_ T
ibaliy o .|.|_._.-|:1.'|'_I'.a:.'| thie oo of the Charreh” Briom savs
Privr 1o iis Bankruptoy liling, the discese$ last <ettlement
laller 10 the consolidited group of plantifls buaers was $95)
Iluhmn whl
STOMD 1o SEOGCY. In Aupus

Littorneys Tadn estimiated o total
[

hanchuded individwg 1I settlerments ramging from|

Zalkin saud the plamtifls|

armwstyy for the choms, b



|
he nored that the average of indiwadual seutlements an sl

i\.u Aeabuse cases i Calibormia ramees from S5 pallion o
mullion |
| I comparnison, the Diocese of Orange setted with 87
lenual-abuse clinmants for S100 mallon in 2003, including
o case with an individual who allegedly was molested for
three vears by a pnest who later died of AIDS In July the
=an'm Catholic Archdiocese of Tos Angeles pud $600 mul-
.hnn to settle a case brought by more than 300 claimants

} In san Dicgo, the settdement question was all about 1hu
i

‘money Bishop Brom signed financial disclosures stating ttu“
dioceses net worth at $100 mithon, then amended it 1]
15130 mudlion: Avorneys for the creditors ealled that number)
daughably Jow,
o e diovese dudit want o be honest about how much
s woith,” savs Zalkin, “They have provided us with seant
and misleading mlermanon. We could have linished this]
hankruptey by tweo and 3 half months of they had really |'-ut|
therr arms around the worth ol their assets. But 1 duldnt see]
good faith displaved by them. They refused w get real
As just one example of Tudmy the ball on real estue assets |

hﬂ;nmiﬁs lawyers cited the valuation of Holy Cross Cemetery:
Tocated on 43 acres inthe beart of San Dicgo. I a disclosurn
statement, the divcese hsted its assessed value at S11 nnthon
But 1 2003, dunng the penally phase of i suit against the
!c emeteny: s general manager testified thar we think it has
‘no value because once a grave has been used. it has no value
ecattse 1 cannot be sold. I fact, i a hatalitge ™ When the
;m;mngcr fated to produce a balance sheet ac the heannyg,
iplantiffs counsel speculated that, bised on sales of adiacent

“an acre of Lind over there s worth 1 e millon dollars” |
Anather example, Leavitt says, was a pending land sale)
that was mussing from the dioceses balinee sheet unul she
pomted 1t out 1o the court. In 2005 the church- alliliwed Uni-
‘urxn'. of San Diego High School moved w Carmel Valley.
fwhere 1t was renamed Cathedral Caholic High School. The
[teal estare in San Dicyo then was sold to a pnvate buyer for
[$65 milhan, Boswell says the transaction wasn’t listed
1‘5\«..\(1“ 1he sclleris Catholic Secondary Educanon—Diogese)
3nl san Dicgo Corporation (CSE)L a scparite campopation gov-
ferned by a board of church officials. She says the diocese had)
im\!\ 1 nterest i the property and that there s a legal dis-|
an ton between awning the propenty and having an intere st|
it But according to Leavit, representatves from the dio-
icese varlier told astate court that the diecese and CSE are the
¢ entity and than the property was gil weel, OS5I sk o

I.U!\
i
|

AT
ated m 2003, about the same time sexual-uhuse Lawstits|
[apmnsy the duocese Began peling up

L Authe section 3] hanmng in Apnl, US Trustee Kaizm ani|

hmu\,hl P WO Moke mvestments—one for $17 mnlhion |
Faother Tor $10 million—that did not appear on the diocese? §
Lisset schedules Dhocese olficials apologized, hlanming dlencal
crror Kazman then asked Richard Mirando, the dioceses chiel
Tenanaal officer, s carrent market apprasals had been used fnri
i)Z hated properties: Mirando replied that curment apipsris il
4
\

2 onaber JeaT

Wi ok exist, s0 Kazman asked the perinent queston: Are
lealuations likely 1 be higher wday than they were when the
"|mqwr|w» wore sl assessed—in somie Gises mote than 50
:u ars g Minando acknowledped the olwious

| Finally, attorney Manley asked Brom who nught have
ithe actual dollar amount of the assets owned by the du

LUal.

1 ot know who koews what the net worth of the
digese 15 Brom EL'F]I:!.‘L] !
sactly who owns church propenty s o
matter ol well, theology Professor|
Arnold Rosenbiery of the Thomas ]L-l-l
ferson Schoal of Law sty San Thego s <
be doubns that the doeese would sug

ceed in argung that pansh assets are
vwned separately and not by the dio-

l")

property is held by a corporation sole, a legal entiey umigu

cese. Under canon fawe utle 10 church

to Catholic dinceses strudtured to have o single member, .hn
hu.hq p. Bul Rosenberg notes that lower couns in the I‘w'l

,..m:.l ancl Sspokane bankruptaes rejected argumients based|
[herelore |
the coturts held that pansh assets could be pan of the bank. |
ruptey settlements,” he says !

on canon b and followed avil law pranciples, ©

Rosenberg savs that in some dioceses—such as th -m{
lin Denver and F lorida—the panishes set up separate cor-|
Iporattons to hold title 1o property But he beheves thesc|
were orgamized a long time ago, based on farsighted legal)
l.‘l(l\]u.. “If panshes were reorgamzed shonly before [hL|
Idiocese files Chapter 11, it could be scen as a fraudulent
ltransfer 1o make the debior less solvent.”

Raseniberg belteves i3 likely that the diocese would bej

he savs,

determined ta be the legal owner of moest pansh assels
apart from a handiul of properties that may have i'n.'q:n_l'
[placed i the name of a parish or an indmdual church olfi-]
|u.:] “Under Californta law, the halder of tile o real prop-|
lerty s presumed to be the owner unless another person or
l‘IHII."u can prove that title was being held in st for s
Ihenefit The burden of proof is a heavy one” |

The ownership matter, however: remains unsettled Al
hankrupioy judee in Spokane miled m Augua 2005 |i1.l.1l
he dincese owned the parish propertics, and that the

-l'hm\.h;n had no e i'-"'l cojLit; ible, or beneliclal iterest I:!I

|t|‘hit individual churches and schools But on appeal,
ledistnet qudpe ruled thar Having Jegal sale in the mame ul-
the diocese did not, as a matter of Tiw, preclade the ]“r-lr.w|1~!
lorers fram having a resuliing srust-osenershp, (Cimnetioe|
lof Towt Litgants v i BR 8l
I:li‘lﬂf*" Y The case was remanded Tor lurther Jindings L-!|
lact relating 1o @ possible propenty trust. But belore thel
allidavits 1o desermine whether they

Cathelic Diocese of Spoliane,

leourt reviewed
tpanshes are benehoianes of a resuliing trust, the Spokane|
diovese sentled the case tor 548 mihon

Lisswing suguests thiat 1f thie San Diego diovese Tl 11:1.*1.‘,:1!.3‘.1
im arguments for pansh ownership sunilar to those asserted by

[ B

s [y




{the dhiocese m Spokane, it might have exposed the panshes (s
iefencants in fraudulent-comveyance claims hased on prop-
lerty transfers made dunng libgation and afier hankruptoy
It the Portland case, a bankrupiey judge also ruled tha
ithe Fiest Amendments religiouns freedom guaraniee
! foes not bar o courts junsdicoon i bankruptey litgation
that Challenged whether properny belonged 1o the dinese
aathihie Avchbishop of Porehand on Ovegam, 335
bR H42 (230050 The Portland diocese appealed ta dear
sion, b then senled the case Bor 874 5 milhon
The pansh-duwcese issue haunts these cases,
Victor A Vilaplana, of counsel 1o the San Diego oflice of
Foley & lLardner who represents the separate panshes in
San Diega. Conmenting e early sum-
mer Vilaplana said, 1 think it ampor. -

il re Romoan (

sl

!t;:nt ter el the el amount, It may v
that the eretcdispated diocese aests plus
hts msurmnee might be enough to satisfy
1he ams—thereby avording the wsue of
whuether the diocese owns the pansh

1 - -
hwrches and schowls,

ath stedes m the
san [hego case Mo
appeared open
fo creative solu-
twons. In Apnl,
Boswell  and
plantills attor-
neys discussed

E::u';h,nnnu. anong other aliernatives, as
Bowan toget a global valmtion of the
|1.],|.|r1|..t, befiore setthing mdividual cases
(Were that feasible, pluntiffs lawyers
anreed. the mediators should be judpes
who had presided over similir clergy |
abuse cases in Los Angeles and Northem Cahfornin

Judies should be the enes o handle valuation ol
wlergy sexual-abuse claims” argued Stang. 71 hey have
.h NPHTICTICT W uh l.ll.I}k sex cases, There are 1o mble crimes
hete, bt re lgrous orgamzntions tend wocome o3 pudge
fwith a bat of a halo over them

Boswell sugnested that the mediation process vsed in|
(Spokane, Penland, and Tucson could swerve as a model in
[the San Diego abuse cases. She anmued further that seule-
tments made by the San Drego diocese should be compit-
rable 1o those mude in the other dioceses, and not ved 1wt
maluation of propeny in the San Diego real estate marker.

But Judge Adler apparently did not agree, declaring at
another April heanng, “ The debtors real estite 15 wonh top
dodlar because of where itis located ™ In May she proposed
Lin arbitration plan for vilaing cdams—commonly called

baseball arhitration™—in which the parties submi then

last, best allers, then the heanng olficer chooses one m.~|
I|:'un.t|1|1;,: Ihocesan Lawver Michael Webb was noncommittall

Mo aliler i b aw i

“We could

_have finished_

_this casein__

d a half

mo'nth_s if 'ihe)z
" had really

_two_an

put ‘their arms
“around the
~ worthof

" their assets.

about the arbirtion sdea =1 dont aceept i or reject it owl
ol hand,™ he sud

The auditors seport e July—and Judee Adlers order
wevks Luer o show why she shooldnt disnuss the case—
changed evervilung, In carly Seprember, US Magistrae
Huidge Lo Papas presiled over closed-door negothaions
restilled in a glohal settdement of $198.1 nulhon covenmg
144 of the Clengy-abuse cases, spanning from 1938 10 1993
The ampunt s mone than. double the dweeses Bnal offer ol
S95 muillion last February In o pastoral stitenent, Bishop
Brom announced that “we have actepted a plan fos the com |
pensation of vicums, even though the 1ol settlement|
amount actually takes us beyond

available resources and|
will result 1 some damaging conse:|
guenices for the mission of the Church)
i this divcese o 2 mwmbey of vears.”

Stang sys thie plaintifls vavers r*..ml
will work with Supenor Coun Judge
Peter Lichiman, who catlicr this veand

arnved at the indmidual Grse amornies !
the Dwcese of 1os Angeles settlements

Lichtman, he savs, wall allocate the valu-)
ations of individual claims. “In Los|
Angeles, Judpe Lichiman sat down with|
afl the lawyers and worked oat cach st
tement on a case-by-case bosis, Sty
sws “He has a lot of expenence, and .:i
sense oF what fs involved. Theres o
really a formda to this”

Cne oreditor who anended the sec-|
tiem 3 heaning i Apnl soes that w hen|
the diocese filed for bankrupta he Telt]
victimized all over again. “On a pets|
sonil level, a felt like another i L-!'
hiding the truth " savs the eneditor, whyp
13 represented by Leavitt “We wereg
[howt 1o begm il in state court, and then they chosel
another venue—the lederal court svstem All we've ever|
W anted is to gt the trath heard,” !
| Now anonpracticing Catholic, the creditor sivs he L*.«:'
|~|:-. Lth in the Chureh long ago, "Theres just a distine
|U.|.| of mistrust with the diocese,” "They 1alk)
lscessantly abowt transparency, bur actions speak lowder)
than words. At the section 341 heanng, 1 was really inter-|
lested 1o see how conpecied the hishap woukl be with the
[finacial siteations of his cormpriny”

1 It wouled be fair to say that the hishop is now thoroughly
aware of his chocese’s hinanainl stnation, “To realize this s
tement,” Brom wiote in his pastoral statenwent, “we hanie
fodind it mrecessany o petiton Tor selease rom hllr:k.’uplq;'-t
Comr Hopelully, the seulement that has been accom.|
plishied wall serve 1o begin a healing process, especially fin
the victims of abuse, but also for the Church Onee again, |

-

| ’

hic says

fwant 1o apologize to those abused and their Limalies ancd :n!
{the mime ol the Church, to beg ther lorgiveness” @




