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UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

Case No. 09-13560(CSS), Adv. Proc. No. 09-52866 (CSS)

o
In the Matter of:

CATHOLIC DIOCESE OF WILMINGTON, INC.,

a Delaware Corporation,
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e
OFFICIAL COMMITTEE OF UNSECURED CREDITORS,

Plaintiff,

-against-
CATHOLIC DIOCESE OF WILMINGTON, INC., et al.,

Defendants.
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U.S. Bankruptcy Court
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Wilmington, Delaware

June 3, 2010
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HEARING re Motion of the Official Committee of Unsecured
Creditors for Order Pursuant to Rule 2004 of the Federal Rules
of Bankruptcy Procedure for Production of Documents and
Examination of Witnesses Regarding Debtor (Capuchin Franciscan
Friars, Province of the Sacred Stigmata (Corp.)) [D.I. 439;

4/19/10]

HEARING re Motion of the Official Committee of Unsecured
Creditors for Order Pursuant to Rule 2004 of the Federal Rules
of Bankruptcy Procedure for Production of Documents and
Examination of Witnesses Re Debtor (Oblates of St. Francis De

Sales, Inc.) [D.I. 440; 4/19/10]

HEARING re Motion of the Official Committee of Unsecured

Creditors to Disband Lay Employee Committee [D.I. 469; 5/7/10]

HEARING re Catholic Charities' Motion to Strike the Joinder of
the Official Committee of 91 State Court Abuse Survivors in the
Motion of the Official Committee of Unsecured Creditors to

Disband Lay Employee Committee [D.I. 476; 5/13/10]
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HEARING re Motion for Order Further Extending the Period Within
Which the Debtor May Remove Actions Pursuant to 28 U.S.C.
Section 1452 and Federal Rules of Bankruptcy Procedure 9006 and

9027

HEARING re Complaint for Declaratory Relief and Substantive

Consolidation [Adv. Pr. No. 09-52866; D.I. 1; 12/18/09]
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APPEARANTCE S:

YOUNG CONAWAY STARGATT & TAYLOR, LLP
Attorneys for the Debtor
1000 West Street
17th Floor

Wilmington, DE 19899

BY: JOHN T. DORSEY, ESQ.
NEILLI MULLEN WALSH, ESQ.
PATRICK A. JACKSON, ESQ.

MARY F. DUGAN, ESQ.

PACHULSKI STANG ZIEHL & JONES LLP

Attorneys for the Official Committee of Unsecured

Creditors

150 California Street, 15th Floor

San Francisco, CA 94111

BY: KENNETH H. BROWN, ESQ.
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A PPEARANTCE S: (continued)
PACHULSKI STANG ZIEHL & JONES LLP
Attorneys for the Official Committee of Unsecured
Creditors
10100 Santa Monica Boulevard, 1lth Floor

Los Angeles, CA 90067

BY: GILLIAN N. BROWN, ESQ.

PACHULSKI STANG ZIEHL & JONES LLP
Attorneys for the Official Committee of Unsecured
Creditors
919 North Market Street, 17th Floor

Wilmington, DE 19899

BY: KATHLEEN MAKOWSKI, ESQ.
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A PPEARANTCE S: (continued)
ASHBY & GEDDES, P.A.
Attorneys for Nondebtor Defendant
500 Delaware Avenue

Wilmington DE 19899

BY: PHILIP TRAINER, JR., ESQ.
STEPHEN E. JENKINS, ESQ.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

PROCEEDTINGS

THE COURT: Good morning.

ALL: Good morning, Your Honor.

THE COURT: Ms. Walsh.

MS. WALSH: Your Honor, good morning. Neilli Walsh
for Young Conaway on behalf of the debtor.

Our next witness is Monsignor J. Thomas Cini.

THE COURT: All right, thank you. Please take the
stand, sir.

(Witness is sworn)

THE CLERK: State your name and spell your name for
the record.

THE WITNESS: J., J period. And Thomas, T-H-O-M-A-S.
Cini, C-I-N-I.

THE CLERK: Please be seated.
DIRECT EXAMINATION

BY MS. WALSH:

Q. Good morning, Monsignor.

A. Good morning.

Q. Monsignor, you are a priest of the Diocese of Wilmington?
A. I am.

Q. How long have you been a diocesan priest?

A. Forty-two years this past May.

Q. Over the course of your forty-two years as a diocesan

priest have you held a variety of different positions with the
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CATHOLIC DIOCESE OF WILMINGTON, INC.

_8_
diocese?
A. Yes.
Q. Could you just explain for us what those positions have
been over the course of time?
A. I was a parish priest for four years. Then I was a school

principal for seven. And then in 1977 I was appointed the
Episcopal vicar for administration for the diocese. 1996 vicar
general, appointed by Bishop Santorelli. And then reappointed

by Bishop Malooly in 2008; vicar general.

Q. Monsignor, are you currently a pastor of a parish, as
well?

A. I'm the pastor at St. Ann's parish.

Q. You mentioned in 1977 you were appointed vicar for

administration. What were the responsibilities for that
position, Monsignor?

A. To assist the bishop in administrative matters throughout
the diocese, and to also coordinate the work of the diocesan
central offices and ministries.

Q. And how about as your position as vicar general; which is
your current position, as I understand it?

A. It is my current position. As vicar general I am an
assistant to the bishop, I have his delegated authority to act
on his behalf throughout the diocese. And as vicar general for
administration I also continue to coordinate the activities of

the central offices and agencies called the curia.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 9 -
Q. Monsignor, do you hold any positions with any of the
affiliate organizations of the diocese?
A. I'm on the board of trustees.
Q. Is that of every one of the affiliate organizations?
A. Yes. Yes.
Q. Monsignor, your positions as both vicar for administration

and vicar general of the diocese, is that a position within
what we'll call the ecclesiastical entity known as the Diocese
of Wilmington, or is that a position for the debtor?

A. Position for the ecclesiastical organization; the church.
Q. I think at this point it might be helpful if we talked a
little bit about the ecclesiastical entity known as the diocese
on one hand, and the Catholic Diocese of Wilmington, Inc., the
debtor, on the other.

First of all, could you define or explain for us what is
the ecclesiastical entity known as the Diocese of Wilmington?
A. Diocese of Wilmington as defined by Canon law is a portion
of the people of God, the universal church led by its bishop
who is his chief teacher, pastor, and ruler. For the Diocese
of Wilmington it includes the three counties of Delaware and

the nine counties on the eastern shore of Maryland.

Q. And does that encompass the parishes?

A. The parishes are all part of the Diocese of Wilmington,
yes.

Q. How many parishes are there in total in the Diocese?

VERITEXT REPORTING COMPANY
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 10 -
A. Fifty-eight parishes.
Q. Now, could --
MS. WALSH: Well, strike that.
Q. Is there a distinction between the Diocese of Wilmington,

the ecclesiastical entity and the corporate entity; the debtor,

in this case?

A. There is a distinction.
0. And what 1s that distinction?
A. The debtor is the civil corporation set up to handle the

temporal affairs of ecclesiastical organization.

Q. Could you just briefly explain for us the structure of the
ecclesiastical organization known as the Diocese of Wilmington?
A. It is as we said composed of the counties in Delaware and
the nine counties of the eastern shore of Maryland and all the
parishes. The bishop is assisted in his role as pastor of the
diocese by a number of organizations or ministries and officers
which is known as the diocesan curia, or we also call them the
diocesan central offices and agencies. And I'm the moderator
of that curia.

Q. And what are those agencies within the diocesan curia?

A. They're divided into six departments. The pastoral
concerns department handles issues such as services, pastoral
services to people. Example would be chaplains for
institutions, hospitals, prisons, ministries for people of

specific ethnic origin; for example Hispanic ministry, that
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CATHOLIC DIOCESE OF WILMINGTON, INC.

type of work.

Then there's the Department of Catholic Education,
including Catholic Schools Office, the Office for Religious
Education, CYM; Catholic Youth Ministry, Catholic Charities
which handles most of the charitable work with the poor and the
needy for the Catholic Diocese of Wilmington, a communications
department which includes the Office of Public Relations and
the dialogues, newspaper and, of course, the finance office,
and the development office which is involved in raising funding

for the diocese.

Q. Monsignor --
MR. BROWN: Your Honor, this -- I'd like to just
reserve the objection. We're not going to object to the

testimony coming in but we don't think this is relevant to
phase one. It certainly is relevant to phase two, and at that
time we would be controverting this testimony or dealing with
it. But I just want to reserve our objections based on
relevance, and that we think this is more appropriately dealt
with at phase two, rather than the issues here, about whether a
trust exist and whether the funds can be traced.

MS. WALSH: Your Honor, this is simply foundation
testimony. And I think it is helpful and also necessary to
understand some of the documents we'll be seeing, both on
Monsignor's direct as well as his cross-examination.

THE COURT: All right. Well, I'll allow the testimony

VERITEXT REPORTING COMPANY
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 12 -
and reserve your rights to argue its applicability perhaps
during closing as to whether it's relevant.

Q. Monsignor, in describing the organizational structure of
the Diocese of Wilmington, the ecclesiastical entity, you
mentioned organizations such as Catholic Charities, CYO, and
the like. Are those what are known as the affiliated

organizations?

A. Some of them, yes. Catholic Charities, CYM.

Q. And are those organizations separately incorporated?

A. They are.

Q. You mentioned the bishop's role as the head of the
ecclesiastical entity, the diocese, is he -- is the terminology

that's used in describing his position that of ordinary?

A. That's correct, that's a term found in Canon law.

Q. And what is the Bishop's position with respect to the
debtor in this case?

A. He's the president of the debtor.

Q. And does the bishop serve in any capacity with respect to

the affiliate organizations?

A. President of the trustees of those affiliates.

Q. Do each of the affiliate organizations have boards of
trustees?

A. They do.

Q. And what is the function or purpose of those boards?
A. To conduct the business of the corporations.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

— 13 -
Q. Monsignor do you have -- hold any positions for the
debtor, the Diocese of Wilmington, Inc.?
A. Yes.
Q. And what is that position?
A. Secretary.
Q. Monsignor, I just want to do a little bit of cleanup or

touchup from Mr. Corsini's testimony yesterday. He described
for the Court the Diocesan Finance Council and its purpose and
role. Is that council a product of Canon law?
A. It ig, it's mandated by Canon law.
Q. And for how long a period of time has Canon law required
that a finance council exists at -- within the diocese?
A. Since the Code of Canon Law -- the revised Code of Canon
Law was promulgated in 1983.
Q. Was there any similar body that functioned in a similar
role prior to 1983 when the Canon mandated that there be a
finance council?
A. The Diocese of Wilmington had what is known as a finance
committee which functioned in many ways such as the finance
council currently functions.

THE COURT: I'm sorry, that was 19837

MS. WALSH: Yes, Your Honor.

THE COURT: Thank you.
Q. Monsignor, does the Diocesan Finance Council or its

investment committee have the authority to dictate to the

VERITEXT REPORTING COMPANY
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 14 -
foundation, the affiliates or the parishes what to do with
their investments?

A. It does not.

Q. Does it have the authority to dictate to them how to
structure their investments in whatever vehicle they have
chosen?

THE COURT: Just to be clear for the record, at this
point are you talking about ecclesiastical issues, or you're
talking about corporate issues?

MS. WALSH: Your Honor, the finance council is
actually a council of the ecclesiastical entity known as the
Diocese of Wilmington.

THE COURT: Thank you.

MS. WALSH: So it functions for the diocese, not for
the debtor.

THE COURT: Okay, thank you. Maybe you should repeat
the question?

MS. WALSH: Yes, thank you, Your Honor.

Q. Monsignor, the question was whether the finance council or
its investment committee has the authority to dictate to either
the foundation, the affiliates or the parishers how to
structure their investments, wherever those investments may be
heldr

A. The council may recommend but it does not have the

authority to dictate, no.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 15 -
Q. Monsignor, I mentioned the foundation can you please
explain to us what the foundation is?
A. It's a separate organization from the Diocese of
Wilmington, incorporated I believe in 1928, and founded for the
purpose of advancing Catholic religion, Catholic charity and
Catholic education within the Diocese of Wilmington.
Q. Is it correct that it is not an affiliated organization of

the diocese?

A. It is not.
Q. Monsignor, Mr. Corsini testified yesterday --
THE COURT: You're going to need -- if you're going to

continue to educate me on ecclesiastical versus corporate

distinction, fine. You're going to need to be very clear in
your questions what you're talking about. Because you're
talking -- when you just said authority -- excuse me, when you

just said affiliate that has a corporate meaning as actually
defined under Bankruptcy Code, and it perhaps has an
ecclesiastical meaning. So I need to know where you are.

MR. BROWN: I was -- you beat me to the punch, Your
Honor, in terms of Mr. Cini testifying as to whether or not
foundation was affiliated with the diocese. I'm going to
object on the grounds that, number one, it's a legal
conclusion, and number two, there's been no foundation as to
what is meant by the term affiliate.

THE COURT: Well, let's clarify that, please?

VERITEXT REPORTING COMPANY
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CATHOLIC DIOCESE OF WILMINGTON, INC.

_16_

MS. WALSH: I was simply asking, Your Honor, whether
the foundation falls within the organizational structure of the
ecclesiastical entity known as the Diocese of Wilmington, or
whether it is an entity separate and apart from the diocese
which is what Monsignor indicated in his answer.

THE COURT: All right. You agree based on that that
your answer holds?

THE WITNESS: Yes, Your Honor.

THE COURT: Very good, thank you.
Q. Mr. Corsini, Monsignor, testified yesterday that his title
was that of chief financial officer, is he considered chief
financial officer of the debtor or the Diocese of Wilmington,
the ecclesial entity?
A. He's the chief financial officer of the ecclesial entity;
Diocese of Wilmington, it's a mandated by Canon law.
Q. And what does Canon law require specifically, Monsignor?
A. That a person who has experience and background to handle
and manage the financial affairs of the ecclesial organization;
the diocese.
Q. Monsignor, I'd like to move now to what is the subject of
this litigation, which is the Mellon pooled investment account.
Are you familiar with the Mellon account?
A. Yes.
Q. Do you have a general understanding of what the account is

composed of?
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 17 -
A. Yes. It's composed of investments of the diocese, of the
affiliate corporations, and of some parishes.
Q. Now, for clarification purposes, when you say investments
of the diocese?
A. I'm sorry, debtor.
Q. Thank you. What is your understanding of the purpose of
the pooled investment account?
A. It enables those investors to have access to vehicles that
they perhaps would not have on their own. It reduces costs in
terms of fees.
Q. Do you have an understanding as to who owns the assets,
the affiliates, the parishes, and the foundation have
contributed to the pooled investment account?
A. They are the owner of the assets that they have
contributed.
Q. And, Monsignor, what is the basis for your understanding?
A. Whenever we have -- when we found the pooled investment

program it was clearly stated that any organization that can
participate in it, that those funds remained theirs, they had
control over them.

Q. Monsignor, have you, yourself, in any of your wvarious
capacities, ever made representations about the ownership of
the assets that were contributed by the nondebtor entities to
the pooled investment account?

A. Yes, I have.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 18 -
Q. And can you explain for us the circumstances under which
you made those representations and what those representations
were?
A. Well, certainly in communications with pastors of parishes
and their finance councils, along with advisory boards to the
affiliated ecclesial -- or pardon me, the corporations. And
also in reference to my own parish, for we also participate,
indicated to them what I've already testified, that the assets
continue to be theirs, they have access to them, they can
determine the mix, and they can withdrawal.
Q. Monsignor, are you familiar with the mechanics of how
nondebtor funds are invested in the PIA and accounted for?
A. Somewhat, yes.

MS. WALSH: Your Honor, I have a binder containing
some exhibits which are part of the greater binders of exhibits
that I'll be calling Monsignor's attention to. And if I could
now provide him a copy and also provide the Court a copy and
counsel?

THE COURT: Yes.

(Pause)
THE COURT: Thank you.
(Pause)
Q. Monsignor, did you submit a declaration in connection with
the debtor's Chapter 11 filing?

A. I did.
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 19 -

Q. And if you would turn please, Monsignor, to the first
document in this binder which is Exhibit Number 381. And can
you please identify what is Exhibit 381 for the record?
A. It's a declaration of Reverend Monsignor J. Thomas Cini in
support of a Chapter 11 petition and first day relief.
Q. And did you sign this declaration, Monsignor?
A. I did.
Q. I'd 1like you to turn, please, to paragraph 49 in the
declaration.

(Pause)
Q. And I'd like to specifically turn your attention to the

second sentence of that paragraph. Could you please read that
out loud-?
A. "Pooled investment funds are sent to the CDOW which holds
them in its general operating account, the operating account,
pending transfer to the pooled investment account."
Q. Monsignor, as --

THE COURT: I'm sorry. I apologize, Ms. Walsh, what
page are we on?

MS. WALSH: Your Honor, it is page 20.

THE COURT: Thank you. And is a paragraph?

MS. WALSH: And paragraph 49.

THE COURT: Thank you, I'm sorry. You may proceed.

MS. WALSH: Your Honor, would you like him to re-read

that?
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CATHOLIC DIOCESE OF WILMINGTON, INC.

_20_
THE COURT: Yes, please.
Q. Okay. Would you mind rereading that sentence, Monsignor?
A. Sure. "Pooled investment funds are sent to the CDOW which

holds them in its general operating account (the operating
account) pending transfer to the pooled investment account."
Q. Monsignor, as you sit here today, do you believe that that

is an accurate statement?

A. I do believe that we've corrected it in deposition as well
as --

MR. BROWN: Objection, Your Honor. The answer is
nonresponsive.
Q. Monsignor, perhaps you could --

THE COURT: Let's break it down into pieces.
Q. Monsignor --

THE COURT: He can -- he doesn't need to answer
ves/no, he can explain.

MR. BROWN: I know, but he wasn't answering the
guestion.

THE COURT: I understand, Mr. Brown, I agree.
Q. Monsignor, just a yes or no first. Do you believe as you
sit here today that that statement that you just read out loud
is an accurate statement?
A. It is not.
Q. And at the time you signed this declaration, did you

understand that it was not accurate?
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CATHOLIC DIOCESE OF WILMINGTON, INC.

- 21 -
A. Not at the time of the signing of the declaration, no.
Q. Was this particular statement in the declaration based
upon your personal knowledge?
A. Many of the -- much of the information contained herein
was relied upon the advice of others, including counsel.
Q. Monsignor, we talked a little bit about the Mellon pooled

investment account, I'd just like to kind of educate the Court
a little bit about the history of the debtor's pooled
investment program. Do you have an understanding of the

debtor's pooled investment program?

A. I have an understanding, yes.
Q. And how did it come about, Monsignor?
A. In 1972 the Diocese of Wilmington was incorporated. At

that time began discussions, which continued probably through
the early part of 1973, about establishing a common fund for
investment purposes, which would -- both the diocese and the
foundation, would participate in that fund.

Q. Monsignor, if you could, please, turn to the second tab of
the exhibit binder, which is Exhibit Number 128.

A. Yes.

Q. And if you could, Monsignor, take a look at that document
and identify it for the record, please?

A. The minutes of the Diocesan Finance Committee on October
the 26th, 1971.

Q. And what do these minutes reflect?
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CATHOLIC DIOCESE OF WILMINGTON, INC.

A. It's a discussion of the common fund.
MR. BROWN: Objection, Your Honor. I'm not sure this

witness is competent to testify on a document that was

generated -- objection, lack of foundation. This witness is

not competent to testify on the contents of a document from

1971. The debtor wants to move this in evidence on some basis,

that's fine, but I don't understand what this can add to a
document that he wasn't around for when it was created.

THE COURT: Ms. Walsh.

MS. WALSH: Your Honor, I'm just asking him what the
document is and is the common fund discussed in this document
for the purposes of just laying out the dates when this all
came about and when this program was established.

THE COURT: Well, I mean, the document speaks for
itself. But for purposes of summarizing it to the Court, I'm
okay with these questions and answers. But, obviously, the
document is what it is.

MS. WALSH: I understand, Your Honor, and I wasn't
going to ask him any substantive questions about the document.
Q. Monsignor --

THE COURT: I'm sorry, so the answer was your
understanding of the document is it's a discussion of the
common fund?

THE WITNESS: Yes, Your Honor.

THE COURT: Thank you.
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- 23 -
Q. And, Monsignor, if you could please turn to --
(Pause)

Q. If you could please turn to the next exhibit, which is
Exhibit 74.

MR. BROWN: Your Honor, same objection.

THE COURT: All right, and it's preserved.
Q. And could you identify that, please, for the record?
A. Minutes of the Catholic Diocese Foundation of September
14, 1972.
0. And does that also have a section dealing with the
establishment of the common fund?
A. It does.
Q. And then, Monsignor, the next document, which is Exhibit
73, could you please identify that for the record?

THE COURT: 637
Q. 63, pardon me.
A. "Minutes of the Catholic Diocese Foundation, February 8,
1973."
Q. And if you can turn to the last page of that document,
which is page 3. Does that also contain a discussion of the
common fund?
A. It does. It speaks about the contract with Wilmington
Trust, establishing the common fund.
Q. You mentioned Wilmington Trust, was Wilmington Trust the

custodian of the common fund?
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A. Yes, Wilmington Trust was.

Q. And do you have an understanding of what the original
purpose of the common fund was?

A. Again, as we --

MR. BROWN: Objection, Your Honor, lack of foundation.
Mr. Cini wasn't around at this time.

THE COURT: Ms. Walsh.

MS. WALSH: Your Honor, he is the vicar general of the
Diocese of Wilmington, and has --

THE COURT: Well, wait a minute, don't testify. Can
you lay a foundation as to what the basis for any understanding
would be?

MS. WALSH: Sure, that's fine.

Q. Monsignor, what is the basis for your understanding about
the purpose of the common fund?

A. To make available --

Q. No, Monsignor, I'm asking first how have you come to have
knowledge about the purpose of the common fund?

A. I've read about it in documentation, but it also was
explained to me when I first began as the Episcopal vicar for
administration, and participated in conversations and meetings
with, first, the finance committee, and then the finance
council.

THE COURT: Okay.

MR. BROWN: Objection, Your Honor, his testimony is
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hearsay.

THE COURT: I'll allow the testimony not for the truth
of the matter asserted, which what is the actual purpose. But
I'll allow it for what the Monsignor's understanding of what
the purpose is.

MS. WALSH: That's fine, Your Honor, thank you.

Q. Monsignor, what is your understanding of what the purpose
of the common fund was?

A. To provide those participating in it an opportunity to
have access to vehicles of investment that would assist in the
return vehicles that perhaps they would not have access given
their own limit to the funds. It also enabled them to save
some money in terms of fees, sharing in the fees.

Q. Thank vyou.

MS. WALSH: Your Honor, at this time I'd like to --
we've mentioned a few documents, move the admission of Joint
Exhibit Numbers 381, 128, 74, and 63.

THE COURT: Any objection?

MR. BROWN: No, Your Honor.

THE COURT: No objection, it's admitted without
objection.

(Debtor's Exhibit 381, 128, 74 and 63 were hereby received in
evidence for identification, as of this date.)
Q. Monsignor, to your knowledge over time did other entities

join the debtor's pooled investment program?
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A. They did.
Q. And did the affiliates at some point come on board and
invest their funds in the program?
A. They did.
Q. Do you have -- or do you know approximately when the
affiliates participated -- began participating in the pooled
investment program?
A. Some in the 1970s and others in the 1980s.
Q. With respect to the affiliates do you know who made the
decision to invest their funds in the pooled investment
account?
A. The board of trustees for each of the affiliates.
Q. Once the various affiliates elected to participate in the

pooled investment program; invest their assets in the program,
do you know whether they retained decision-making power over
the mix of investments within the account?

A. They did retain that, yes.

Q. Have some affiliates to your knowledge delegated that

authority to the finance council through its investment

committee?

A. Some of them have, yes.

Q. Do you know how this delegation was accomplished?

A. Normally, the board of trustees would have communicated

with the finance council that they would rely on them in

determining the mix.
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0. Without a board resolution to defer or delegate decisions
regarding the mix of investments to the finance council, could
the finance council have dictated to the affiliates what their
investment mix within the pooled investment account would be?
A. The mix is left up to the participants in the fund. And
if they delegate the investment committee to make those
decisions for them, that's how it's done.
Q. Monsignor, we've talked about affiliate participation in
the pooled investment account, did the parishes ultimately

begin investing their funds in the account?

A. Some parishes did begin to invest their funds, vyes.

Q. Do you recall about the time that that started occurring?
A. The 1990s for the most part.

Q. You've mentioned some parishes, have some parishes elected

not to participate in the debtor's pooled investment program?
A. Yes. Some parishes have elected not to.

Q. With respect to the parishes, who would have made the
decision to invest a particular parish's funds in the pooled
investment account?

A. It would have been the pastor with the advice of his

parish finance council.

Q. The parishes have separate finance councils?
A. Each does, vyes.
Q. Monsignor, you, yourself, are a pastor you mentioned of

St. Ann's, has your parish elected to participate in the pooled
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investment program?
A. We did in 2004.
Q. And how was that process accomplished?
A. The finance council discussed the options for investment

and decided to invest with the diocesan pooled investment
program.

Q. Monsignor, you mentioned that Wilmington Trust was the
original custodian of what was then called the common fund, did
Wilmington Trust stay on as custodian until Mellon, or have
their been other custodians between the time that Wilmington
Trust served and Mellon took over?

A. There have been others who were the trustee banks.

Q. Do you recall who, in particular, has served as custodian
of the pooled investment program over time?

A. Following our termination of the agreement with Wilmington
Trust we made an agreement with Delaware Trust and then the
successor banks. I believe it was Meridian and then

CoreStates, and then First Union.

Q. So just other machinations of Delaware Trust?
A. Yes.
Q. Okay. Do you know why there was a change of custodianship

from Wilmington Trust Company to Delaware Trust?
A. I think there was some dissatisfaction with service.
Q. Monsignor, I'd now like to talk about withdrawing of funds

form the PIA. Does the foundation require the permission of
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the bishop in any of his capacities, either as ordinary of the
diocese, president of the debtor, or in his function as
president of the foundation to withdraw its funds from the
pooled investment account?

A. No.
Q. If a nondebtor investor wanted to withdraw all their funds
from the PIA because they simply weren't satisfied with how it

was performing, could they do so?

A. They could, yes.

Q. And has that, in fact, happened on occasion?

A. It has on occasion, yes.

Q. Could the bishop, in any of his capacities, either as

ordinary of the diocese, president of the debtor or president
of the various affiliates, decide to liquidate a nondebtor's

assets in a pooled investment account for use by the debtor?

A. No, he could not.

Q. Why not?

A. Both Canon and civil law would prevent him from doing
that.

Q. Now, Monsignor, does the bishop in his role as ordinary of

the diocese, the ecclesial entity, have any oversight over

spending either at the parish or affiliate level?

A. Yes, he does, as bishop.
Q. Could you explain that to us a little bit more?
A. One of his roles as bishop is to take special care that
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the temporal goods of the diocese, it's parishes, and
institutions are used well, preserved and then if at all
possible increased, but also used very well.

Q. And when you said used well, what do you mean by that
specifically?

A. For purposes of the -- that's in line with the mission of
an institution and the church.

Q. Does the bishop have this oversight responsibility
regardless of the source of this spending, where the monies are
coming from?

A. He does.

Q. And if he believes expenditure is not in line with the
mission of the organization or the diocese as a while, can he
withhold approval for a particular project?

A. He can, yes.

Q. Does he have to consult with anyone before making these

decisions?

A. Normally he would, vyes.

Q. And who would that be?

A. Finance council would be one of them. There are other
consultative groups that he concurs with with regard -- for the

expenditure of funds.
Q. If an affiliate or parish wanted to withdraw funds -- some
of its funds from the pooled investment account for the

purposes of a capital expenditure would they need the bishop's
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_31_
approval to do that in his role as ordinary of the diocese?
A. What the bishop would be doing in that sense would be
approving the spending or agreeing to the spending of the funds
regardless of where they were.
Q. So would it matter whether that funds was in the in PIA or
a checking account, or savings account or CD?
A. It would not matter.
Q. Monsignor, I'd like to turn your attention to some
documents that were shown to you during the course of your
deposition. And if we could, Monsignor, please turn to Exhibit

Number 390.

A. Thank you.
Q. And I believe this document may have been shown to Mr.
Corsini in the course of his testimony here yesterday. Can

you, just if you could, Monsignor, identify this particular
document for the record?
A. This is a letter from the -- to the principal of Saint

Mark's Hospital, Mr. Mark Freund, dated April the 25th, 2002.

Q. And what specifically is the subject of this letter,
Monsignor?
A. Mr. Freund had asked permission to spend substantial

dollars from the capital replacement fund of the school to
replace some air conditioning equipment.
Q. And was he asking to make a draw from Saint Mark's

investments in the pooled investment account in order to fund
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that expenditure?
A. He was, yes.
Q. And you indicated here in the second paragraph, "as for

drawing down from the capital replacement fund, the school has
permission to do so if needed." We've talked about the issue
of permission, what do you mean by that here? What permission
were you giving Mr. Freund?
A. The approval of the bishop to let the spending on this
project go forward.
Q. And, again, if the spending on this project were not going
to be spending which would be financed from the pooled
investment account, but another investment vehicle that Saint
Mark's held outside this investment account, would the bishop
have the same oversight over the spending for the project?
A. Yes, he would.

MS. WALSH: Your Honor, I believe this document has
already been introduced into evidence.

MR. TRAINER: Your Honor, it's 421 also, I believe.
It was introduced yesterday.

MS. WALSH: Yes, there were duplicates, Your Honor.

THE COURT: All right.

MS. WALSH: But it is the same document.

MR. BROWN: I think I talked to Mr. Corsini about this
document yesterday.

THE COURT: Well, all right. Do you want to introduce
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it again?

MS. WALSH: No, Your Honor.

THE COURT: Okay.

MS. WALSH: I'm just mentioning that for the record,
so you know why I'm not introducing it.

THE COURT: Very good.
Q. Okay, Monsignor, I'd then like to turn your attention to a
document marked Exhibit Number 391.
A. Yes.
Q. And, Monsignor, if you could take a look at that and
please identify that document for the record?
A. It's a memorandum from me to the then bishop of the
diocese, Bishop Michael Santorelli, dated January the 26th,
2006. And the subject matter is Saint Mark's High School
Capital Campaign.
Q. And what was the capital campaign at issue that's
discussed in this memorandum?
A. The principal had put forward a plan after having
consultation with his own advisory boards at Saint Mark's to
expand the facilities; which included athletic fields, as well
as some buildings.
Q. And if you would turn, Monsignor, please, to page 3 of
this document which is marked with a Bates stamped number of
BKY2412093.

A. Thank you.
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_34_
Q. And if you look at the bullet points, the fourth bullet
point down, could you read that sentence, please?
A. The top section?
Q. Just the fourth bullet point, starting with the word
request?
A. "Request the Diocese of Wilmington to allow the school to

draw down 350,000 dollars from its capital replacement fund for
field development."

Q. Okay. ©Now, was the Diocese of Wilmington, what is
referred to there as the Diocese of Wilmington?

A. The ecclesiastical organization.

Q. And it refers to a capital replacement fund, is that a

fund of Saint Mark's within the pooled investment fund?

A. It is a fund of Saint Mark's in the pooled investment
account.
Q. Now, this appears to be a request to allow the school to

draw from that fund to support this field development project,
is that correct?

A. Yes.

Q. And, again, why is there a request of the diocese to allow
them to proceed with that withdrawal?

A. It's a rule of the diocese in keeping with what's provided
for in Canon law admonishing the bishop to have proper
oversight of the use and expenditure of temporal affairs. And

our rule is any capital project over 25,000 dollars will
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require the review and permission of the bishop.

Q. And would it matter how that capital project was funded;
whether through a savings account that Saint Mark's had, a CD
or monies in the pooled investment account?

A. It would not make any difference.

Q. Thank you.

MS. WALSH: Your Honor, at this time we'd like to move

into evidence the admission of document -- Exhibit Number 391.

MR. BROWN: No objection, Your Honor.

THE COURT: It's admitted without objection.
(Memorandum from Monsignor Cini to Bishop Michael Santorelli,
dated January the 26th, 2006 re Saint Mark's High School
Capital Campaign was hereby received in evidence as Debtor's
Exhibit 391 for identification, as of this date.)

Q. And, Monsignor, the last document on this subject is

Exhibit Number 393, if you could turn to that tab, please?

A. Thank you.

Q. And could you please identify this document for the
record?

A. It's a memorandum from me to Allan Daul, who at the time

was executive director for Catholic Charities, dated January

13, 1998, and the subject matter is Children's Home.

Q. Monsignor, I don't think we've heard about Children's Home

before, could you just explain what that is?

A. Children's Home was an orphanage established I think in
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the late 1800s. And in 1994, I believe it was, the trustees of
Children's Home approached Catholic Charities and asked it to
take over the ownership and the operation of Children's Home.
Q. And if you'll look to the bottom of this memorandum the

second to last paragraph, could you read that sentence, please?

A. Second to last paragraph?
Q. Yes, Monsignor?
A. We have authorized the payment of the Collins' bill for

your telephones at 22,720 dollars from the reserves.

Q. Now, what are the reserves?
A. The reserves of Children's Home.
Q. And would those monies be in their pooled investment

account, or no?

A. I believe they would have been, yes.

Q. And, again, why is it that you're authorizing them to pay
this bill out of those funds?

A. Part of the oversight that's required.

Q. And if you look to paragraph -- the last -- well, the next
paragraph down, starting with the word, although, what is the
subject matter of that paragraph?

A. The statement here, "although the trustee's have
authorized up to 300,000 dollars of invested reserves for the
renovation project," that's referring to renovation of the
facilities at Children's Home, "before I present this for

ratification by the bishop I think we should discuss the scope
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and the projected costs of the remaining work one more time.
We can arrange for a meeting when next we meet in the next
couple of days."

Q. Was the issue here the withdrawal of funds from the PIA or
the spending for this project?

A. Approval of the project.

Q. Monsignor, switching gears for a moment, did there come a
point in time when the debtor considered creating statutory
trusts to hold the assets that the parishes, the foundation and

the affiliates had in the Mellon pooled investment account?

A. Yes.

Q. When was that first considered, to your recollection?

A. Probably in the late spring in 2007, I think.

Q. Why was it considered?

A. At the time there were substantial number of abuse suits
filed against the diocese. And in the discussions we were

looking for additional protection of the assets of affiliate
corporations and parishes who had participated -- were
participating in the pooled investment fund.

Q. And when you say additional protection of the assets, what
do you mean by that?

A. Counsel had described to us the statutory trust. And our
understanding was that it was yet another added protection of
the assets held for others.

Q. Now, in your view was there any ambiguity at that point in
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time as to who owned the funds that the nondebtor participating
in the pooled investment program had invested in the account?
A. There was no ambiguity, no.

Q. Was there any concern on the part of the debtor that those
funds contributed by the nondebtor pooled investors were not
held in trust?

A. No, there was no concern.

Q. Did you, yourself, ever have any doubts that the funds
that were contributed by the nondebtor entities to the pooled

investment program were their own funds?

A. I never had a doubt of that, no.

Q. Who did you believe owned the funds?

A. The persons who participated in the fund. The individuals
the parishes -- pardon me, the individual organization and
parishes.

Q. Were these statutory trusts created?

A. They were created, yes.

Q. And were they ever funded prior to the filing of the

bankruptcy proceeding?

A. They would not fund it, no.
Q. Why not?
A. We didn't have time.

MS. WALSH: Your Honor, thank you. That's all I have
for Monsignor at this time.

THE COURT: Okay, thank you. Mr. Jenkins, good
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morning.
MR. JENKINS: Thank you, Your Honor.
DIRECT EXAMINATION
BY MR. JENKINS:
Q. Monsignor, if we could perhaps turn from the

administrative, your job as vicar general, to the job I happen

to know you like a lot better; being pastor of St. Ann's. When

did you become pastor of St. Ann's?

A. June of 2003.
Q. Now, where is St. Ann's?
A. St. Ann's 1is located at what is known as the forty acres

of Wilmington.

Q. It's on Union Street; the church?

A. The church fronts on Union Street, yes.

Q. Approximately how many families does St. Ann serve?
A. On the records we have just under 900 families.

Q. And what's you approximate weekly attendance?

A. Most of the weeks there are about between 750 and 850

people at mass.

MR. BROWN: Your Honor, again, I'm just going to
object to this line of questioning as being completely
irrelevant to the issues in phase one. No more relevant that
the intentions in the abuse claims about the lives that were
ruined with a tragedy --

MR. JENKINS: If I could speak to that, Your Honor.

I
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- 40 -
think Your Honor captured it the other day. What I'm putting
this testimony on is to show that only somebody smoking crack

cocaine would have put money into something that they didn't

think they owned. Given the responsibilities that, for
example, a pastor, and then we have the other witnesses. It
goes precisely to an issue we don't think should be open. 1In

fact, we think the evidence is overwhelming, but we hear from
the other side, in fact, that the evidence shows it was an
attempt to become creditors.

We want to put this evidence on because we think it
shows precisely to the contrary.

THE COURT: Mr. Brown.

MR. BROWN: Your Honor, this does not go to the
intention between the diocese and the individual pooled
investor. It goes to what the individual pooled investor may
have been, you know, contemplating in its own mind, but it has
nothing to do with the conversations, or the agreement or the

expressions of intent between the pooled investor and the

diocese. This is just simply to get a picture of the wonderful

works of these pooled entities in contrast to the competing
equities of the abuse claims.

MR. JENKINS: And, Your Honor, I think that's just
not correct. The statement on we are told by our friends that
we have a burden of showing by clear and convincing evidence

that there was intent to create a trust and that this would be
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our property. We're showing, both the state of mind by our --
the pooled investment participants, what their money is being
used for and why they would have, of course, insists that they
be the owners of it. And we think it goes to creating that --
what we're told is the clear and convincing evidence.

Now, 1f counsel will stipulate that, in fact, it was
our intent within the organizations to do that, to create a
trust and that the only issue he has is whether that was
effectuated, that would be different. But that is not what 1is
argued in their briefs, that is not what is argued in their
complaint. And we believe we should be allowed to put on this
evidence.

THE COURT: All right, I'm going to allow the
evidence. I think evidence of the intent of a contractual
party may be relevant to whether there's a meetings of minds of
the two parties to that contract. So I will overrule the
objection, allow the testimony.

And, Mr. Jenkins, I'd ask you to keep the language a
little less colorful. The reference I'm referring to is
someone on crack cocaine. Let's keep it a little more
professional level.

MR. JENKINS: Yes, Your Honor.

BY MR. JENKINS:
Q. Monsignor Cini, what services are provided by the parish?

A. The services you would find in any typical Catholic
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parish. We celebrate the Eucharist with the congregation
daily, and especially weekly. Provide religious instruction,
both for children as well as adults. We have a school of 270
children, most of whom come from parents who belong to the
parish. We provide outreach services to those that are ill,

shut in and also the poor, especially through our St. Vincent's

de Paul Society. Those are a number of the typical things we
provide.

Q. And what grades are taught at the school?

A. Pre-K through eight.

Q. Okay. And how does St. Ann's fund these services?

A. We rely on the contributions of the members of the parish,
primarily. For the school we rely primarily on tuition paid by
the parents. However there's always a significant amount of

money, perhaps 150,000 to 200,000 dollars a year that is taken
from the parish to support it. And also income from the
reserves that the parish has.

Q.
A.
have multiple children.
Q.
financial workings of the parish?
A.
Q.

A.

- 42 -

What's the current tuition at St. Ann's?

4,900 dollars per child, a little bit of a break if you

Now, as pastor of St. Ann's are you responsible for the

I am, yes.

And do you have any assistance with that?

Well, I'm required to have a finance council as advisors.
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_43_
And we have staff; I have a business manager and also a
bookkeeper.
Q. And what is the parish finance council?
A. It's a group of persons knowledgeable in finance, I

believe the guidelines also suggest that someone acquainted
with civil law should be a member of the council, who advise
the parish on all matters of finance.

Q. And what types of professionals do you currently have on

the parish financial council?

A. We have bankers, investment bankers, CPAs, attorneys,
stockbrokers.

Q. How often does the Parish Finance Council meet?

A. At St. Ann's we meet at least eight times a year, usually

between the months of September through June.

Q. And does your Parish Finance Council assist you in
developing an investment policy and plan for funds in excess of
St. Ann's daily operating needs?

A. It does, vyes.

Q. And you earlier testified that St. Ann's elected to invest

in the pooled investment account?

A. I did, yes.
Q. And I believe you testified that -- well, let me ask
again. When did St. Ann's begin investing in the pooled

investment account?

A. Probably April of 2004. 2004, definitely. I think it was

VERITEXT REPORTING COMPANY

212-267-6868 Www.veritext.com 516-608-2400




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CATHOLIC DIOCESE OF WILMINGTON, INC.

_44_
April or May.
Q. How did that decision come about?
A. The parish had some endowment funds, as well as a tuition
assistant fund, managed by another group. The finance council

in reviewing the performance of that group determined that it
was unsatisfactory. So we began to look for other options for
investment. I presented to them the Diocesan Pooled Investment
Program. Provided them with information about it. There was
discussion about that program and alternatives. And ultimately
the finance council recommended that we go with the pooled
investment program.

MR. JENKINS: Your Honor, at this time we also have a
small book of exhibits for Monsignor Cini. Can I ask my
colleague, Ms. Platia, to distribute that around?

THE COURT: Yes, please.

MR. JENKINS: Thank you, Your Honor.

(Pause)

THE COURT: Thank you.

Q. Now, do you have that book in front of you, Monsignor
Cini?

A. I do, thank you.

Q. Can you turn to Exhibit 3277

A. I have it.

Q. What is Exhibit 3277

A. Minutes of the St. Ann's Parish Finance Council meeting of
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February 16, 2004.

Q. Is it the regular practice of the parish finance council
to keep minutes of its meetings?

A. Yes, 1t is.

Q. Are the meetings typically prepared at around -- or around
the time of the meeting?

A. I'm sorry, I didn't hear the full question.

Q. Sorry. Are the minutes typically prepared at or around
the time of the meeting?

A. Usually right after, yes. During and after.

Q. Were you present at the February 16, 2004 meeting?

A. I was, yes.

Q. And could you tell us what occurred at that meeting?

A. In addition to talking about regular business, such as

income and expenses, the expenses of the school, tuition, et

cetera, we also spoke about the invested reserves of the

parish.
Q. And what was the nature of that conversation?
A. It discussed the current investment performance and also

how the investments were deployed, annexed. Also some
gquestions came up about the parish in -- pardon me, the pooled
investment program.

Q. And are those questions listed at the middle of the first
page of Exhibit 3, page 277

A. They are listed, vyes.
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0. Okay. ©Now, was the Parish Finance Council concerned about
making its own choices regarding asset mix in the pooled
investment account?
A. That was one of the concerns, yes.
Q. And were they also concerned about the autonomy of St.

Ann's and receiving monthly accounting reports?

A. They were, vyes.
Q. Okay. Now, could you turn to Exhibit 328? Let me
first --

MR. JENKINS: Your Honor, if I may introduce Exhibit
327 into evidence.

MR. BROWN: No objection.

THE COURT: It's admitted without objection.
(Minutes of the St. Ann's Parish Finance Council meeting of
February 16, 2004 was hereby received in evidence as Nondebtor
Defendant's Exhibit 327 for identification, as of this date.)

MR. JENKINS: Thank you, Your Honor.

Q. If we could turn to 328, Monsignor?

A. Thank you.

Q. What is Exhibit 3287

A. Minutes of the St. Ann's Finance Council meeting March 15,
2004 .

Q. Were you present at this meeting?

A. I was.

Q. And what occurred at this meeting?
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A. Final determination of moving the funds from the group
that was investing for the parish to the diocese pooled
investment program.
Q. And was there also a decision on what asset mix should be
put inv?
A. Yes.
Q. Okay. And was there also a decision to have a trust
agreement drawn up in connection with the investment?
A. Yes.
Q. And if you could look to the second bullet point at the
middle of the page, where it says motion to have trust
instrument drawn by Alan Stone.
A. Yes.
Q. Do you recall was Mr. Stone involved in drafting a trust
instrument?
A. He was.
Q. Why did the finance council want a trust instrument?
A. The members wanted a document between the diocese and the

parish stating that they had entrusted the funds to them for
investing purposes.
Q. Okay.

MR. JENKINS: And, Your Honor, I'd like to move to
introduce Exhibit 328 into evidence.

THE COURT: Any objection?

MR. BROWN: No, Your Honor.
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(Minutes of the St. Ann's Finance Council meeting March 15,
2004 was hereby received in evidence as Nondebtor Defendant's

Exhibit 328 for identification, as of this date.)

Q. If we could turn to Exhibit 409.
A. Yes, sir.
Q. Is this a copy of the trust agreement that was drawn up?
A. It is.
Q. And if you could turn to the last page?
A. Yes, sir.
Q. Who signed this on behalf of St. Ann's church?
A. I did.
Q. And who signed this on behalf of the Catholic Diocese of
Wilmington?
A. Joseph Corsini.
Q. Okay.
MR. JENKINS: And, Your Honor, if we could -- I'd like

to move to introduce Exhibit 409.

(Copy of the trust agreement was hereby received in evidence as
Nondebtor Defendant's Exhibit 409 for identification, as of

this date.)

THE COURT: It's admitted without objection.

MR. JENKINS: Thank you, Your Honor.

THE COURT: Any objection?
MR. BROWN: No objection, Your Honor.

THE COURT: It's admitted without objection.
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Q. Okay, let's go back to 328 a moment.
A. Yes, sir.
Q. Now, did the St. Ann's parish get monthly reports as
opposed to just quarterly reports? If you remember.
A. Yes.
Q. And do you recall why you got monthly reports, rather than
quarterly reports?
A. It's part of the normal procedure of the Finance Council
at St. Ann's to review all the finances of the parish,
including the investments.
Q. Okay. Was that important to the parish finance council?
A. Yes.
Q. And if we could turn to Exhibit 154. What is Exhibit 154°?
A. It discusses parish investment strategy. The parish being
St. Ann's parish.
Q. And who drafted Exhibit 1547?
A. I did.
Q. And why did you prepare this?
A. That's prepared in 2005 and it was a summarization -- a

written summarization of our investment strategy for new
members to the finance council.

Q. Is it an accurate summary of the decision-making process
that was involved in determining whether to invest in the
pooled investment account?

A. It is.
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MR. JENKINS: Your Honor, I move the admission of
Exhibit 154.

THE COURT: Any objection? Mr. Brown, any objection?

MR. BROWN: No, Your Honor.

THE COURT: It's admitted without objection.
(Parish investment strategy was hereby received in evidence as
Nondebtor Defendant's Exhibit 154 for identification, as of
this date.)

MR. JENKINS: Thank you, Your Honor.
Q. Now, let's turn to Exhibit 333. You mentioned that prior
to investing in the pooled investment account some St. Ann's
reserves were previously invested with another account manager,
was that Cypress Capital Management?
A. Yes, sir.
Q. And was that -- the money in Cypress Capital Management

transferred to the pooled investment account?

A. It was, yes.

Q. How was the money transferred to the pooled investment
account?

A. It was wired.

Q. And so Cypress wired it to Mellon Bank?

A. Yes.

Q. Okay. And Mellon Bank's the custodian of the pooled

investment account

A. It is, yes.
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0. And what is Exhibit -- I'm sorry, 3337
A. It's a memorandum to me from Cypress Capital Management
that discusses the final distribution of the monies they had
held for the parish for investment purposes.
Q. Uh-huh. And it indicates on these two pages that there
was a wire transfer to Mellon Bank?
A. Yes.

MR. JENKINS: Your Honor, I would move the admission
of Exhibit 333.

THE COURT: Any objection?

MR. BROWN: No, Your Honor.

THE COURT: It's admitted without objection.
(Memorandum to me from Cypress Capital Management was hereby
received in evidence as Nondebtor Defendant's Exhibit 333 for

identification, as of this date.)

Q. Now, if we could turn to Exhibit 331, Monsignor?

A. Yes.

Q. What is Exhibit 3317

A. It's a summary -- it's a document which summarizes a

donation of the Brooks fami