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Minnesota Opioid Settlement Executive Summary

Minnesota has joined a broad multistate coalition in reaching nationwide settlements with the three
largest opioid distributors — AmerisourceBergen, Cardinal Health, and McKesson — and opioid
manufacturer Johnson & Johnson. The settlements resolve investigations and lawsuits against
these companies for their role in the opioid crisis. If the settlements are fully adopted nationally,
the distributors will pay $21 billion over 18 years and Johnson & Johnson will pay $5 billion over
10 years. Most states have already joined the settlements, but for the agreements to become
effective, a critical mass of cities and counties must sign onto the settlements by January 2, 2022.

Settlement Structure

If a critical mass of subdivisions sign on and the settlements become effective:

Minnesota will be eligible to receive more than $296 million over 18 years. Up to $222
million of that will be paid directly to Minnesota cities and counties. The total amount of
payments to Minnesota will be determined by the overall degree of participation by cities
and counties. The more cities and counties that join, the more money everyone in
Minnesota will receive. Distribution within Minnesota will be determined by the state-
subdivision agreement (see below).

o Each state’s share of the funding was determined by agreement among the states
using a formula that takes into account the impact of the crisis on the state—the
number of overdose deaths, the number of residents with substance use disorder,
and the number of opioids prescribed—and the population of the state.

Payments will begin to flow to the state and cities and counties as soon as April 2022. The
Johnson & Johnson settlement provides for payments to be accelerated if cities and
counties sign on early.

The vast majority of the settlement funds must be used to support any of a wide variety of
strategies to fight the opioid crisis. The Attorney General’s Office convened an expert
panel of local, state, and community providers with experience and expertise in public
health and delivery of health care services to determine the best and most effective use of
the settlement funds. The panel selected a comprehensive list of future opioid abatement
and remediation programs that will benefit all regions of the state.

In addition to the financial components, the settlements also require the companies to make
changes in how opioids are distributed and sold. The companies will be subject to far more
oversight and accountability throughout that process to prevent deliveries of opioids to
pharmacies where diversion and misuse occur. The distributors will be required to
establish and fund a centralized, independent clearinghouse using detailed data analytics
to keep close track of opioid distribution throughout the country and raise red flags for



suspicious orders. Johnson & Johnson will be prohibited from selling or promoting opioids
for ten years.

Minnesota Framework

Minnesota has been preparing for these settlements and the opportunity they present to deliver
substantial funding to needed abatement and remediation programs. In 2019, the Legislature
passed the Opiate Epidemic Response bill, creating a special opioid abatement account and the
Opioid Epidemic Response Advisory Council, which will oversee the spending of the state’s
share of settlement funds.

Additionally, a months-long partnership between the state and cities and counties has resulted in
a state-subdivision agreement (or “Minnesota Memorandum of Agreement”) that is designed to
maximize the settlement funds coming to the State of Minnesota and get them to where they are
needed most. The state-subdivision agreement details how the settlement money will be
allocated within the state and also sets out a structure for the distribution of opioid abatement
funds from pending bankruptcy plans with Purdue Pharma and Mallinckrodt. A copy of the
state-subdivision agreement can be found on the Attorney General’s website at
www.ag.state.mn.us/opioids.

Pursuant to the state-subdivision agreement—and assuming maximum payments—
approximately $296 million in funds paid to Minnesota and its cities and counties from the
Distributor and Johnson & Johnson settlements, as well as tens of millions of additional dollars
from the Purdue Pharma and Mallinckrodt bankruptcies, will be allocated as follows:

e Local Government Abatement Fund. Seventy-five percent (75%) of the abatement
funds will be paid directly to counties and certain municipalities that participate in the
settlement. Local government funds will be directly allocated to all participating
counties, and all participating municipalities that: (a) have populations of 30,000 or more,
(b) have filed lawsuits against the settling defendants, or (¢) have public health
departments. To promote efficiency in the use of abatement funds and limit the
administratively burdensome disbursements of amounts that are too small to add a
meaningful abatement response, smaller, non-litigating municipalities will not receive a
direct allocation of settlement funds. The allocation percentages for each county and
municipality were determined by counsel for the subdivisions negotiating the national
settlement agreements and were calculated using data reflect the impact of the opioid
crisis on the subdivision.

e State Fund. Twenty-five percent (25) of the abatement funds will be paid directly to the
State. Pursuant to state law, these funds will go into the special opioid abatement account
to be overseen and distributed by the Opioid Epidemic Response Advisory Council.
Under current law, after certain appropriations are made, approximately 50% of the funds
paid into the opioid abatement account are distributed to county social service agencies to
provide child protection services to children and families who are affected by addiction.



The state-subdivision agreement anticipates a change to this law to allow counties to
receive their share of the settlement funds directly. The agreement requires the state and
subdivisions to work together to achieve this change in law during the 2022 legislative
session, and includes a provision changing the allocation between state and local
governments if the statutory change is not accomplished.

Some municipalities in Minnesota retained attorneys on a contingency fee basis to file lawsuits
against the opioid companies. The national settlements establish an Attorney Fee Fund for
attorneys representing cities and counties that join the settlements. The settlements require
attorneys who recover from this fund to waive enforcement of their contingency fee agreements.
The state-subdivision agreement includes a Backstop Fund, which will be overseen by a Special
Master, that will allow for the payment of reasonable attorney fees to private attorneys to make
up for the difference between what they receive from the national fund and their contingency fee
agreements, which are capped at 15%. Any funds that remain in the Backstop Fund after
payment of reasonable attorney fees will revert to cities and counties for abatement.

Subdivision Participation

It is vital for subdivisions to join the settlements during the initial sign-on period, which ends
January 2, 2022. First, very high levels of subdivision participation nationally are necessary for
the companies to move forward with the settlements and for everyone to benefit from them.
Second, cities or counties cannot receive any portion of the direct settlement funds if they do not
sign on to the settlements. Third, in order to maximize the settlement payments that come to
Minnesota, full joinder by certain categories of counties and cities is needed. Finally, joinder
during the initial sign-on period maximizes the amount of funds available to an individual city or
county.

Next Steps

Now: Cities and counties should have received a settlement notice with additional information
about the sign on process, which begins by registering on the national settlement website:
www.nationalopioidsettlement.com. Registering is a necessary step toward participation in the
settlements. The notice each subdivision received by mail and email provides its unique
subdivision registration code, which must be used to register. Registering does not mean that the
subdivision has accepted the terms of the national settlement agreements or the state-subdivision
agreement.

Next: Each subdivision, via its local legislative body, should adopt a resolution that authorizes a
representative of the subdivision to execute Minnesota’s state-subdivision agreement and both
subdivision settlement participation forms (Distributors and Johnson & Johnson), which are
required to join the settlements. Cities and counties can obtain model resolutions by contacting
the Association of Minnesota Counties or the League of Minnesota Cities. The resolutions
should be submitted to the subdivisions’ legislative body (i.e., county commission or city
council) for approval.



By January 2, 2022: After the appropriate resolution is passed by each subdivision, the
authorized representative should sign the Minnesota Memorandum of Agreement, the Distributor
Agreement, and the Johnson & Johnson Agreement. The Distributor and Johnson & Johnson
agreements can be signed electronically via DocuSign. Subdivisions should receive an email
with a link to sign electronically upon registering at www.nationalopioidsettlement.com.
Subdivisions are encouraged to sign onto the Minnesota Memorandum of Agreement and the
settlement agreements as soon as possible to avoid scheduling challenges and to ensure that we
meet the national subdivision participation threshold for the settlements to become effective.

Additional information about the settlements and how they are implemented in Minnesota can be
found on the Attorney General’s website: www.ag.state.mn.us/opioids. Subdivisions that are
represented by an attorney with respect to opioid claims should consult with their attorney.
Additionally, specific questions for the Attorney General’s Office can be emailed to
opioids(@ag.state.mn.us, or left via voicemail at (612) 429-7126.




