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DRAFT PROPOSAL 

JDS FAMILY REVISED CREDIT SUPPORT TERM SHEET 

 

THIS SUMMARY IS PRESENTED FOR DISCUSSION AND SETTLEMENT PURPOSES AND IS 

ENTITLED TO PROTECTION FROM ANY USE OR DISCLOSURE TO ANY PERSON PURSUANT 

TO RULE 408 OF THE FEDERAL RULES OF EVIDENCE AND ANY OTHER RULE OF SIMILAR 

IMPORT. 

 

This draft term sheet (this “Term Sheet”) is a summary of indicative terms and conditions for a proposed 

credit support and collateral package (the “Credit Support”) provided by the Pledgors to secure the 

obligations of the Applicable Payment Group under the 2025 Settlement Agreement (the “Master 

Settlement Agreement”). 

 

This term sheet covers the trusts in the B2 Pod and will be the basis of B2 Pod CSA.  The term “Applicable 

Payment Group” shall mean the B Side Payment Group 2, and the term ICSP means the ICSPs for the 

B Side Payment Group 2.  In no event shall B-Side Payment Group 2 support the obligations of any other 

Payment Group. 

 

This New CSA assumes that the Bankruptcy Court’s preliminary injunction will remain in place through 

the Settlement Effective Date.  If the preliminary injunction falls away before the Settlement Effective 

Date, then this New CSA will need to be revisited. 

Documentation  The new credit support terms (the “New CSA”) to be documented in an annex to 

the Master Settlement Agreement based on the credit support annex to previous 

settlement agreement (the “Prior CSA”), as modified hereby.  

Applicable 

Payment Group 

“Applicable Payment Group” means B Side Payment Group 2 (i.e., the Jonathan 

Sackler family’s Payment Group) under the Master Settlement Agreement. 

In no event shall B-Side Payment Group 2 support the obligations of any other 

Payment Group. 

JDS CSA Parties “ICSPs” means collectively: (i) each Jon Sackler ICSP; (ii) each Beverly Sackler 

ICSP; (iii) the AJ Irrevocable Trust; (iv) Raymond R. Sackler Trust 2 dated 

December 23, 1989 (a/k/a the 2A Trust); (v) the 1974 Irrevocable Trust f/b/o BS 

and JDS; (vi) Raymond R. Sackler Trust 2B dated December 23, 1989; (vii) the 

Jonathan D. Sackler Life Insurance Trust; and (viii) 50% of the Shared ICSPs, each 

as may be altered by the Permitted Trust Restructuring. 

“Jon Sackler ICSPs” means each of the following ICSPs (to the extent permitted 

by applicable court(s) and as may be altered pursuant to the Permitted Trust 

Restructuring): (i) the Estate of Jonathan Sackler; (ii) the JDS Revocable Pourover 

Trust; (iii) the Trust under agreement dated December 3, 1979 f/b/o JDS (JDS BRP 

Trust); (iv) the Trust under agreement dated December 23, 1980 f/b/o Jonathan D. 

Sackler (a/k/a the JDS XPC Trust); (v) the Trust under agreement dated June 16, 

1980 f/b/o Jonathan D. Sackler (a/k/a the JDS FPC Trust); (vi) the Trust dated 

August 29, 2003 f/b/o the Issue of Jonathan Sackler; and (vii) the Trust under 

Declaration of Trust dated December 17, 1991 f/b/o Jonathan D. Sackler and the 

Issue of Jonathan D. Sackler (which has now received all assets and liabilities of 
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the Trust under Declaration of Trust dated August 23, 1988 f/b/o Jonathan D. 

Sackler and the Issue of Jonathan D. Sackler). 

“Shared ICSPs” means each of (i) Trust U/A 11/5/74 FBO Beverly Sackler (“74A 

Trust”) and (ii) Trust B U/A 11/5/74 FBO Beverly Sackler (“74B Trust”).   If the 

74A Trust and 74B Trust are split pursuant to the Permitted Trust Restructuring, 

then the resulting 50% portions for the benefit of descendants of Jonathan Sackler 

shall be an ICSP in the Applicable Payment Group (and not a “Crossover Member” 

under the CSA).1 

“Beverly Sackler ICSPs” means [To describe Beverly Sackler Estate and Rev 

Trust HoldCos that are in the Applicable Payment Group (but not the Richard 

family Payment Group)]. 

“Non-ICSP Payment Parties” means every Payment Party in the Applicable 

Payment Group that is not an ICSP referenced above. 

JDS Permitted 

Trust 

Restructurings 

The following transactions, pursuant to which each resulting trust shall be an ICSP 

that is a member of the Applicable Payment Group:  

(i) in accordance with their governing documents, the 74A Trust and 74B Trust 

may be divided into two separate and equal trusts so that one trust exists for the 

exclusive benefit of the Richard Sackler family, and the other trust exists for the 

exclusive benefit of the Jonathan Sackler family and each part for the benefit of 

the Jonathan Sackler family shall be an ICSP in the Applicable Payment Group; 

(ii) in accordance with its governing documents, the AJ Irrevocable Trust may 

be divided into separate parts; 

(iii) in accordance with its governing documents, Trust DTD 8/29/2003 FBO the 

Issue of Jonathan Sackler may distribute its assets to the JDS Revocable Pourover 

Trust; 

(iv) in accordance with its governing documents, the JDS Revocable Pourover 

Trust may be divided into separate parts; and 

(v) the 2A Trust may be divided into separate parts. 

In addition, AJ Irrevocable Trust and/or the 2A Trust (or their respective 

successors) may acquire all or part of the Jonathan Sackler family’s ownership of 

Rosebay Medical Company L.P. or any other entity that owns IACs for fair market 

value or by terminating the Jonathan Sackler family “half” of the 74A Trust and 

distributing its assets to these recipient trusts. 

                                            

1 [Note:  Inclusion of listed Shared ICSPs and Beverly Sackler ICSPs necessarily assumes the cooperation of their 

trustees/fiduciaries (e.g., Richard Sackler to the extent he is a co-trustee of 74A Trust and Beverly Sackler 

Revocable Trust).] 
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JDS - Payment of 

Applicable 

Payment Group 

Settlement 

Payment 

Obligations.  

Notwithstanding Section 2.01(c) of the Master Settlement Agreement, with respect 

to each Payment Party in the Jonathan Sackler family B Side Payment Group 2, on 

each Payment Date:2 

i. The Jon Sackler ICSPs [and the Beverly Sackler ICSPs] shall pay, or cause 

to be paid (on a joint and several basis with each other and among 

themselves), the Settlement Payment Obligation of the Applicable 

Payment Group by the applicable Payment Date (other than SOR and RCR 

“top-off payments”); 

 

ii. the ICSPs (other than the Jon Sackler ICSPs [and the Beverly Sackler 

ICSPs]) shall pay, or cause to be paid (on a joint and several basis with the 

other ICSPs who are not Jon Sackler ICSPs [and Beverly Sackler ICSPs]), 

to the MDT the Applicable Payment Group’s Settlement Payment 

Obligation by the applicable Payment Date, but solely to the extent such 

obligation is not paid pursuant to clause (i) above; and 

 

iii. The Non-ICSP Payment Parties shall pay, or cause to be paid (on a joint 

and several basis with the other Non-ICSP Payment Parties), to the MDT 

the Applicable Payment Group’s Settlement Payment Obligation by the 

applicable Payment Date, but solely to the extent such obligation is not 

paid pursuant to clause (i) or (ii) above; 

provided, that: 

A. No Jon Sackler ICSP [or Beverly Sackler ICSP] shall have any obligation 

to make any payment (and shall not be in breach or otherwise liable to the 

MDT for failure to make any such payment) if and to the extent (i) it does 

not have sufficient liquid assets to do so (excluding any liquid assets 

reserved in good faith for the payment of Taxes or administrative expenses 

(including professional fees)) and (ii) such payment is made by another 

member of the Applicable Payment Group,3  

 

B. Any payments by the Beverly Sackler ICSPs shall be subject to the 

“Conditions” set forth in the separate Beverly Estate Collateral Support 

Supplement; 

 

C. Payments by the Jon Sackler ICSPs shall be subject to receiving all 

governmental, regulatory, or court approvals that the fiduciaries of the Jon 

Sackler ICSPs deem to be necessary or appropriate; and 

 

D. Neither the Jon Sackler ICSPs nor the Beverly Sackler ICSPs shall be 

entitled to seek contribution, reimbursement, or indemnification from any 

                                            

2 NTD: References to Beverly Sackler ICSPs (and requirements that apply Beverly Sackler ICSPs) still to be 

confirmed. 

3 NTD:  Term “administrative expenses” to conform to CT probate statute definition.  If there is a Specified Breach 

following a missed payment, that breach would apply to all members of the Payment Group, including the probate 

estates. 
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other Payment Party or from any Shareholder Released Party with respect 

to any amounts so paid.4 

 

For purposes of the Master Settlement Agreement, references to “joint and several” 

with respect to the Payment Parties within the Jonathan Sackler family B Side 

Payment Group 2 shall have the meaning set forth above.  For the avoidance of 

doubt, nothing herein shall be construed to relieve any Payment Party from its 

Obligations under the Master Settlement Agreement and the Collateral Documents 

or to limit or otherwise modify the Secured Party’s rights if it elects the Payment 

Remedy following a Payment Group-wide Specified Breach with respect to the B 

Side Payment Group 2. 

Permitted Trust 

Restructuring 

Conditions5 

On or prior to the Settlement Effective Date, each trust or other entity created, 

capitalized or otherwise receiving assets pursuant to the restructurings described 

herein shall deliver an acknowledgment to the MDT (which shall expressly survive 

any exercise of the Release Remedy) that such trust or entity shall remain liable, 

with respect to any assets received from the applicable funding trust in such 

restructuring (in such capacity, a “Funding Trust”), for the full amount of any 

damages from any fraudulent conveyance action that could have been brought 

against the Funding Trust with respect to such transferred assets. 

If an ICSP is subject to Permitted Trust Restructuring after the Settlement Effective 

Date, the following conditions must be satisfied to complete it: 

1. At the time of the Permitted Trust Restructuring, each relevant Holding 

Company Pledgor owned by such ICSP subject to the Permitted Trust 

Restructuring shall hold only equity interests in Investment Holding 

Vehicles (i.e., no other assets shall remain at the Holding Company 

Pledgor level) and no assets may be distributed by the Investment Holding 

Vehicle(s) in question until the Permitted Trust Restructuring is 

completed.     

 

2. Upon consummation of the Permitted Trust Restructuring of such ICSP, 

the resulting ICSP shall grant a security interest in the Holding Company 

Pledgor of the original ICSP subject to the Permitted Trust Restructuring. 

 

The ICSPs and Holding Company Pledgors involved with the Permitted Trust 

Restructuring for an Applicable Payment Group shall represent and warrant that 

(A) none of the Permitted Trust Restructuring transactions they are involved with 

shall (i) have the effect of removing any assets from the Collateral Package, (ii) 

adversely affect the perfection or priority of the security interests of the Secured 

Party in the assets of the applicable Holding Company Pledgor or (iii) have the 

effect of avoiding, circumventing, frustrating or impairing the ability of the 

Secured Party to exercise or enforce remedies pursuant to the Master Settlement 

Agreement, the Collateral Documents, or applicable law with respect to any assets, 

                                            

4 NTD: CSA will include language to be agreed intended to facilitate probate court approval and probate court 

insolvency declarations. 

5 NTD:  To the extent the MSA contains restrictions that conflict with this CSA, the CSA will control (e.g., 

provisions in the MSA that would prevent Permitted Trust Restructurings).  
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or enforce any potential judgment of any court of competent jurisdiction and (B) 

after the consummation of the applicable Permitted Trust Restructuring 

transaction, the MDT shall have a first priority security interest in the equity 

interests in the applicable Holding Company Pledgors and Investment Holding 

Vehicles, in each case, with respect to such Applicable Payment Group.  

Pre-Closing 

Contribution of 

Assets: 

Prior to the Settlement Effective Date, each ICSP shall identify one or more 

Delaware LLC holding companies (each a “Holding Company Pledgor” and, 

together with the ICSPs, collectively, the “Pledgors”), and shall transfer certain 

assets designated by the ICSP in its sole discretion, in each case, to such Holding 

Company Pledgor(s) (or to Investment Holding Vehicles of such Holding 

Company Pledgor). With respect to certain assets of an ICSP (e.g., interests in third 

party managed funds, but excluding IAC equity interests which will be pledged 

pursuant to IAC Pledge and Security Agreements (as defined in the Master 

Settlement Agreement)) that the ICSP determines cannot be transferred and/or 

pledged without violating contractual restrictions or triggering other adverse 

events for the ICSP or its counterparties (such assets, “Designated Assets”), the 

ICSPs will instead pledge certain bank accounts, subject to one or more control 

agreements that are not inconsistent with this New CSA, into which proceeds and 

distributions of the Designated Assets will be paid, such bank accounts, 

collectively, “Designated Assets Proceeds Accounts”.6 

After giving effect to the contributions and pledges specified above, as of the 

Valuation Date (as defined below), the collective Value of the assets and equity 

interests held by Holding Company Pledgors in investment holding vehicles and 

assets that are subject to Designated Assets Proceeds Accounts shall be not less 

than 90% of the ICSPs’ aggregate Value as of the Valuation Date (the “Target 

Value”); provided that, in connection therewith, the ICSP shall use commercially 

reasonable efforts to cause the collective Value of the assets and equity interests 

held by Holding Company Pledgors in investment holding vehicles as of the 

Valuation Date to be not less than 80% of the ICSPs’ aggregate Value as of the 

Valuation Date.  The Target Value and the percentages referenced in this paragraph 

shall be calculated excluding the value of IAC equity and loan receivables, as the 

IAC equity is separately pledged pursuant to the Master Settlement Agreement and 

the related IAC Pledge and Security Agreements. 

In addition, Kokino LLC (“Kokino”) shall, subject to the terms of the Collateral 

Documents, be granted the exclusive authority to direct the disposition of assets 

and investments held by the Holding Company Pledgors and their respective 

investment holding vehicles.  Kokino may transfer such authority to one or more 

other “family offices” that are exclusively controlled by one or more other 

members of the Jonathan Sackler family or trusts for their benefit, so long as such 

assignee agrees to requirements and pledges that are equivalent to those concerning 

Kokino as set forth in this Term Sheet.   

As used herein “Value” shall have the meaning given to it in the Prior CSA, except 

that publicly traded securities will be valued at their most recent closing price.  For 

                                            

6 NTD: The IAC pledges are in addition to the pledges required under the CSA. All IAC equity will be pledged in 

substantially the same manner as proposed in the 2021 settlement. Each ICSP will be pledging substantially all its 

assets one way or another. 
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the avoidance of doubt, no asset, liability or transaction shall be counted more than 

once or otherwise incorrectly attributed under the New CSA.  For example, the 

computation of “Value” and the application of the other provisions of the New 

CSA shall take into account only a Pledgor’s proportionate ownership of any asset 

or liability (e.g., if an Investment Holding Vehicle owns [X]% of an underlying 

investment vehicle (regardless of whether that vehicle is a Subsidiary),7 then in all 

cases only [X]% of the Value of that vehicle’s equity, and only [X]% of any 

transactions attributable to that vehicle if it is a Subsidiary of the Investment 

Holding Vehicle, shall be attributed to such Investment Holding Vehicle, so as to 

avoid double counting or other improper attributions under the requirements and 

limitations of this New CSA).  

As a condition precedent to the Settlement Effective Date, the Applicable Payment 

Group will provide a pre-Effective Date collateral report in accordance with the 

terms of, and within the time period set forth in, in Exhibit C hereto.   

Collateral 

Package  

The settlement payment obligations of the Applicable Payment Group under the 

Master Settlement Agreement (the “Secured Obligations”) will be secured jointly 

and severally by a perfected first-priority pledge of the following property of the 

Pledgors and, solely with respect to clauses (c) and (f), Kokino wherever located, 

and whether now owned or hereafter acquired (collectively, the “Collateral 

Package” or the “Collateral”): 8  

 

 (a)  100% of the equity interests owned by each ICSP in the Holding 

Company Pledgor formed by such ICSP; 

 (b)  substantially all assets of each Holding Company Pledgor, which 

consistent with the Prior CSA is expected to consist of (i) equity interests in 

intermediary holding companies holding underlying investments, collectively 

“Investment Holding Vehicles”), (ii) cash and (iii) marketable securities; 

 

 (c)  Kokino’s respective rights under asset management agreements 

between the Holding Company Pledgors and Kokino with respect to voting rights 

to liquidate assets; 

 

 (d)   the Cash Collateral Accounts (as defined below) and the Designated 

Assets Proceeds Accounts, all amounts held therein or credited thereto, and all 

other proceeds, products, dividends or other property received, receivable, 

distributed, or distributable in respect of the Designated Assets; 

 

 (e)  100% of the IAC equity interests owned by each ICSP in IACs, and 

the bank account(s) of such ICSP into which the net proceeds from sales of IACs 

and other IAC distributions made after the Plan Effective Date (and not otherwise 

                                            

7 NTD: “Subsidiary” has the definition set forth in the MSA. 
8 NTD: When the term “Collateral Package” or “Collateral” is used in reference to a specific ICSP, rather than to the 

Collateral Package/Collateral of the Applicable Payment Group as a whole, it refers to the individual assets pledged 

by that ICSP, its Holding Company Pledgors and its other direct and indirect Subsidiaries, including any Designated 

Assets Proceeds Accounts, that form part of the broader Collateral Package/Collateral of the Applicable Payment 

Group. For avoidance of the doubt, the liens granted under the CSA are limited to the assets specified in clauses (a) 

through (f).  
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required to be escrowed) and owed to such ICSP are paid (i.e., the “IAC Accounts,” 

as defined in the Master Settlement Agreement); and 

 

 (f)   all proceeds, products, dividends or other property received, 

receivable, distributed, or distributable in respect of the foregoing. 

 

The Collateral Package shall be subject to exceptions and collateral perfection 

requirements consistent with the Prior CSA. 

 

It is understood that 100% of the Applicable Payment Group’s ultimate ownership 

of PRA L.P. shall be contributed to one or more Investment Holding Vehicles in 

such Applicable Payment Group whose equity shall be pledged pursuant to clause 

(b) above. 

 

Unless an Enforcement Event or Breach Trigger in respect of a Specified Breach 

shall have occurred and be continuing with respect to the applicable ICSP or the 

Applicable Payment Group, (i) assets in a Designated Assets Proceeds Account 

may be withdrawn by such ICSP at any time, and the liens granted in favor of the 

MDT on such assets shall be released automatically upon such withdrawal, and (ii) 

upon notice to the MDT, the liens granted in favor of the MDT on proceeds of the 

Designated Assets and/or the Designated Assets Proceeds Account shall be 

released automatically.  

 

In addition, the Collateral Package shall contain customary release provisions 

providing for the release the security interests in such Collateral upon a transfer of 

Collateral not prohibited by the Security Documents and the related transaction 

documents. 

Any Holding Company Pledgor may establish and fund a cash collateral account 

(a “Cash Collateral Account”) after the Settlement Effective Date in its sole 

discretion; provided that (i) after such account is designated by such Holding 

Company Pledgor as a “Cash Collateral Account” for purposes of the New CSA, 

such Cash Collateral Account shall at all times be subject to a Control Agreement 

in favor of the MDT, (ii) no assets shall be maintained in a Cash Collateral Account 

other than cash or cash equivalents, (iii) such Cash Collateral Account shall be held 

by a Holding Company Pledgor and granted as Collateral in favor of the MDT to 

secure the Applicable Payment Group’s Obligations under the Master Settlement 

Agreement pursuant to the Security Documents, and (iv) no withdrawals, 

payments or transfers of any assets maintained in a Cash Collateral Account shall 

be permitted except to the extent set forth in paragraph 11 of the Negative 

Covenants below.  

 

“Control Agreement” means a customary deposit account control agreement, or a 

customary securities account control agreement, in form and substance reasonably 

acceptable to the MDT, between a Holding Company Pledgor, the MDT, and a 

commercial bank or other financial institution (which other financial institution if 

not a commercial bank shall be reasonably satisfactory to the MDT), which Control 

Agreement shall give the MDT “control” (as such term is described in Section 9-

104 of the UCC) over a Cash Collateral Account and all assets or amounts held 

therein or credited thereto.  Amounts credited to such Cash Collateral Account 

subject to the Control Agreement may be withdrawn by the applicable Holding 
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Company Pledgor solely as set forth in paragraph 11 of the Negative Covenants 

below. 

Affirmative 

Covenants 

1.  Reporting Requirements.   Consisting solely of the following:  

 (i)  Each ICSP (a “Reporting Party”) shall deliver to the Secured Party 

quarterly financial reports in the form attached hereto as Exhibit A (each, an 

“Exhibit A Report”) with respect to such ICSP.  Each Exhibit A Report shall (A) 

to the reasonable knowledge of the Asset Manager, specify the amounts held in 

bank and brokerage accounts located outside the United States consistent with the 

Prior CSA, (B) be accompanied by a schedule of any Restricted Payments made 

by the ICSP’s Holding Company Pledgors and their Subsidiaries during such 

period; provided that no such schedule of Restricted Payments shall be required if 

the Collateral Coverage Ratio reflected in such Exhibit A Report is greater than 

1.30:1.00, provided that if such ratio is not met in any subsequent calendar quarter, 

such schedule shall reflect any Restricted Payments made in the immediately 

preceding 6-month period (or, if shorter, the period following the close of the last 

calendar quarter for which such schedule was previously delivered through the last 

day of the immediately preceding calendar quarter for which the applicable Exhibit 

A Report is being delivered), and (C) be accompanied by a compliance certificate 

from the Asset Manager substantially in the form attached hereto as Exhibit B, 

which will be based on the aggregated Exhibit A Reports provided by the ICSPs 

for the relevant period. 

Each ICSP shall deliver its Exhibit A Report within sixty (60) days following the 

end of each fiscal quarter, together with the compliance certificate of the Asset 

Manager in the form of Exhibit B.  

In addition, no later than April 30 of the next succeeding year (i.e., 120 days after 

year end), the Secured Party shall receive a certification from an Independent 

Financial Advisor (to be defined in a manner consistent with the Prior CSA and 

initially expected to be Huron Consulting Services LLC) confirming that, to such 

advisor’s knowledge and after due investigation, the Values presented in the 

Exhibit A Reports for the immediately preceding quarter ended December 31 fairly 

represent the ICSPs’ Value as of such date in all material respects. 

 (ii)  Semi-annual creditor call: At request of MDT, and subject to 

confidentiality arrangements reasonably satisfactory to Pledgors, Pledgors to use 

commercially reasonable efforts to cause one representative of their Independent 

Financial Advisor and one representative of their Asset Manager to attend a call 

with advisors of the MDT to discuss matters shown on the Exhibit A Reports.  Not 

more than one call every 6 months.  

 

 (iii) Within thirty (30) days after each calendar year, the Pledgors shall 

deliver to the Secured Party a supplement to the relevant collateral document 

schedules to reflect any changes to the information set forth thereon necessary to 

ensure the attachment, perfection and priority of liens on assets that constitute or 

are required to constitute Collateral.  Each Pledgor shall only be responsible for 

supplementing its own information.  
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 (iv) The Pledgors shall promptly (in any event within thirty (30) days) notify 

the Secured Party of (i) the formation of, or acquisition or issuance of equity 

interests of, any Holding Company Pledgor or Investment Holding Vehicle, (ii) 

any change to the entity name, entity type, jurisdiction of organization, tax or 

organizational ID, or location of the chief executive office or principal place of 

business of any Pledgor or (iii) the opening of any new or substitute Designated 

Assets Proceeds Account, Cash Collateral Account or IAC Account.  Each Pledgor 

shall only be responsible for providing notice of its own information.   

2. Preservation of Existence. 

3. Compliance with Laws. 

4. Books and Records. 

5. Reinvestment by Holding Company Pledgors. 

Negative 

Covenants  

Limited to the following:  

1. Limitation on Distributions out of the Collateral Package.  Subject to the 

proviso below and the following exceptions:  

 

(i) The Holding Company Pledgors shall not, nor will they permit any of 

their Investment Holding Vehicles or direct or indirect Subsidiaries to: 

 

(x) make distributions or loans to their respective equityholders or any 

beneficiary of an ICSP directly or indirectly holding the equity 

interests of such Holding Company Pledgor, Investment Holding 

Vehicle or Subsidiary, or  

 

(y) make any payments in respect of Litigation Costs (as defined in 

the Master Settlement Agreement);  

 

(ii) The Holding Company Pledgors, Investment Holding Vehicles and 

their Subsidiaries shall not pay management fees to the Asset Manager, 

North Bay and any other similar “family office”; and 

 

(iii) the ICSPs shall not, nor permit any of their direct or indirect 

Subsidiaries to, make any withdrawals or transfers from any IAC 

Accounts.    

 

Such distributions, payments and withdrawals are referred to collectively 

as “Restricted Payments”; provided, that except for payments of 

Litigation Costs and management and similar fees to the Asset Manager, 

North Bay and any other similar “family office”, Restricted Payments 

shall not include (A) exchanges of assets having substantially similar 

value, substantially consistent with “Permitted Exchanges” pursuant to the 

Prior CSA, (B) distributions by a non-wholly owned Subsidiary of a 

Holding Company Pledgor that are made either (x) on a pro rata basis on 

account of the equityholders’ respective interests in such Subsidiary, or 

(y) in accordance with the applicable organizational documents, 
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shareholders’ agreement, subscription agreements, or other shareholder 

documents of such Subsidiary (to the extent the material terms of such 

document(s) are consistent with past practice or reasonably customary in 

the investment industry), so long as such distribution does not reduce the 

Adjusted Collateral Value after giving effect to such distribution; (C) 

payments made by Holding Company Pledgors, Investment Holding 

Vehicles, their Subsidiaries and IAC Accounts to third parties (directly or 

indirectly) to satisfy their own bona fide obligations (e.g., funding 

expenses and costs related to their investments and activities, to the extent 

such obligations are incurred primarily for a bona fide purpose and not for 

the purpose of avoiding the Restricted Payment covenant); (D) any 

transfer from an IAC Account of an ICSP or a Subsidiary of an ICSP 

pursuant to Section 3.06 of the Master Settlement Agreement or that 

would not constitute a Restricted Payment if such transfer was made by a 

Holding Company Pledgor; and (E) any distribution by any wholly-owned 

direct or indirect Subsidiary of a Holding Company Pledgor to its 

equityholders. 

 

However, the following excepted Restricted Payments shall in any event 

be permitted: 

 (i)  Incurrence Based Basket:  Restricted Payments in an unlimited 

amount, provided that (A) no Enforcement Event or Breach Trigger in respect of a 

Specified Breach shall have occurred and be continuing with respect to the 

applicable payor or any ICSP, Holding Company Pledgor or Subsidiary that is a 

parent of such payor, (B) after giving effect to such Restricted Payment on a pro 

forma basis, the Collateral Coverage Ratio (as defined below) for the Applicable 

Payment Group shall not be less than 1.10 to 1.00 (such condition in this clause 

(B), the “Distribution Incurrence Test”), and (C) the Pledgors are in compliance 

with the Liquidity Covenant (as defined below). 

As used herein “Collateral Coverage Ratio” means, as of any date of 

determination, the ratio of (A) the Adjusted Collateral Value reduced by the 

Applicable Payment Group’s Available Retained Payment Amount (to the extent 

such Available Retained Payment Amount is greater than zero) provided that such 

reduction shall only be made if the Final Reversion Event has not occurred, to (B) 

the Full Outstanding Settlement Amount of the Applicable Payment Group as of 

such date of determination.9  “Final Reversion Event” means the date when all 

funds in the Released Claims Reserves and Special Operating Reserve have 

reverted to the MDT pursuant to Section 4 of Exhibit N (provided that a Final 

Reversion Event will not exist if the MDT continues Replenishment Transfers 

because of Material Litigation concerning any ICSP).  

As used herein “Adjusted Collateral Value” means, as of any date of 

determination, the sum the Value of the Collateral Package (excluding the Value 

of (i) the Designated Assets and any proceeds thereof (unless contributed to a 

Holding Company Pledgor or Investment Holding Vehicle), (ii) Designated Assets 

                                            

9 NTD: The maximum remaining settlement obligations of the Applicable Payment Group under this New CSA will 

exclude the IAC “bonus payments” and will be determined after deducting all prepayments and advanced payments 

made as of the date of determination.    
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Proceeds Accounts, (iii) rights with respect to the Reserves, and (iv) IAC equity 

interests, but including the IAC Accounts of the ICSPs and their Subsidiaries) 

designated in the following asset classes multiplied by the indicated factor for its 

applicable asset class (the “Asset Class Advance Rates”): 

(A) Cash and Cash Equivalents: 1.00x, 

(B) Marketable Securities: 1.00x, 

(C) Hedge Funds: 0.85x 

(D) Private Capital Investments (excluding any equity of IACs): 

0.80x 

(E) Accounts Receivables: 1.00x 

(F) Notes Receivable: 0.80x (any note receivable representing a loan 

that is a Restricted Payment will be assigned a Value of zero) 

(G) Residential Real Estate: 0.80x 

(H) Real Estate Investments (Other than Residential Real Estate): 

0.80x 

(I) Other Investments: 0.80x 

(J) Life Insurance – Surrender Value: 0.80x 

(K) Retirement Accounts and Government Pensions: 0.80x 

(L) Artwork (Including Jewelry): 0.80x  

(ii)  Tax Distributions: Restricted Payments to pay tax obligations. 

 (iii)   Family Office Management Fees:  With respect to each Applicable 

Payment Group, Restricted Payments to pay management fees to the Asset 

Manager (and any other similar “family office”) may be made in an aggregate 

amount in any calendar year not to exceed 1.00% per annum of the Value of the 

Collateral Package (excluding the Value of IAC equity interests) as of the start of 

such calendar year; provided, however, that Restricted Payments to pay 

management fees to North Bay (or its successors) shall not be subject to such cap 

so long as (1) North Bay is not operated as a profit center and (2) no Sackler family 

members receive remuneration from North Bay.  It is understood and agreed that 

if either of the foregoing conditions is not satisfied, then the aggregate management 

fees payable to North Bay in any calendar year pursuant to this clause (iii) shall 
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not exceed 0.25% per annum of the Value of the Collateral Package (excluding the 

Value of IAC equity interests,) as of the start of such calendar year.10 

 (iv)  Payment of Settlement Agreement Obligations:  Restricted Payments 

to pay Payment Obligations and any other prepayment or defeasance of a 

Settlement Payment Obligation of the Applicable Payment Group or other amounts 

owed under any Settlement Agreement under the Master Settlement Agreement. 

 (v)  [Reserved].   

 (vi)  [Reserved]. 

 (vii) Judgments.  In the event an ICSP is subject to Qualifying Judgment, 

a Restricted Payment may be made to an ICSP from its Collateral to pay such 

judgment in an amount such that the Individual ICSP Collateral Coverage Ratio of 

that ICSP is not less than 1.10 to 1.00.  

 As used herein:  

 “Individual ICSP Collateral Coverage Ratio” means, with respect to any 

ICSP, as of any date of determination, the ratio of (1) the sum of (x) the 

Adjusted Collateral Value of such ICSP’s Collateral Package minus (y) 

the amount of the applicable judgment rendered and outstanding against 

such ICSP, to (2) the Full Outstanding Settlement Amount of the 

Applicable Payment Group. 

 

 “Qualifying Judgment” means a money judgment (a) that has not been 

satisfied using (i) assets that are not subject to the Collateral Documents 

or (ii) assets that have been released from the Collateral Documents in 

accordance with their terms; (b) with respect to which there is a period of 

five (5) consecutive business days during which no stay of enforcement is 

in effect, (c) that is not covered by (i) independent third-party insurance or 

(ii) an enforceable indemnity, and (d) for which a judgment creditor is 

taking steps to enforce a judgment lien. 

 

 “Full Outstanding Settlement Amount” means, as of any date of 

determination, the Applicable Payment Group’s aggregate maximum 

remaining Settlement Payment Obligations under the Master Settlement 

Agreement based on all data known at such time. 

 (viii) Distribution “Basket”.  $100 million general basket for Restricted 

Payments (subject to conditions set forth in the Prior CSA); provided that the 

aggregate amount of Restricted Payments made pursuant to this clause (viii) in the 

                                            

10 NTD: Because the Settlement Effective Date will not fall on the first day of a calendar year, the cap on family office 

overhead for the year in which the Settlement Effective Date occurs will equal (i) the Target Value multiplied by (ii) 

the annual rate cap prorated for the number of days remaining in that calendar year from and after the Settlement 

Effective Date. For example, if the Settlement Effective Date is March 31, 2026, the Asset Manager management fee 

rate for 2026 would be (275/365) x 1.00%. 
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first 12 month period after the Settlement Effective Date shall not exceed $50 

million. 

(ix)  Litigation Costs.  Restricted Payments to pay Litigation Costs under this 

clause (ix) as follows:  

(A) Restricted Payments may be made to pay Litigation Costs of the 

Applicable Payment Group only to the extent such Litigation Costs, 

when applied against the Available Retained Payment Amount of such 

Applicable Payment Group (determined immediately prior to giving 

effect to such Litigation Costs), do not reduce such Available Retained 

Payment Amount below zero. 

 

(B) If, as of any date of determination, Litigation Costs of the Applicable 

Payment Group exceed the amount permitted to paid under clause 

(ix)(A) as of such date (if any), Restricted Payments may be made to 

pay Litigation Costs up to the aggregate amount of any RCR Litigation 

Cost Advance and/or SOR Litigation Cost Advance actually received 

from PRA L.P. in respect of the Applicable Payment Group. 

(x) In addition, 

(A) Each Investment Holding Company may make Restricted Payments 

to a Holding Company Pledgor and each Subsidiary of any Holding 

Company Pledgor or Investment Holding Vehicle may make Restricted 

Payments to its equityholders; provided that to the extent such 

Subsidiary is not directly or indirectly wholly owned by one or more 

Holding Company Pledgors or Investment Holding Vehicles, such 

Restricted Payment shall be made to the equityholders of such 

Subsidiary either (x) on a pro rata basis or (y) in accordance with the 

applicable organizational documents, shareholders’ agreement, 

subscription agreements, or other shareholder documents of such 

Subsidiary (to the extent the material terms of such document(s) are 

consistent with past practice or reasonably customary in the investment 

industry), so long as such Restricted Payment does not reduce the 

Adjusted Collateral Value after giving effect to such Restricted 

Payment. 

 

(B) [Reserved]. 

 

(C) Unless an Enforcement Event or Breach Trigger in respect of a 

Specified Breach has occurred and is continuing with respect to the 

relevant ICSP, as applicable, or with respect to the entire Applicable 

Payment Group, the applicable ICSP may withdraw or distribute at any 

time assets in a Designated Assets Proceeds Account (it being 

understood this clause (C) does not apply to the IAC Accounts); and  

 

(D) Cash in an IAC Account attributable to the Applicable Payment 

Group shall be deemed held by a Holding Company Pledgor for 

purposes of the New CSA.  Any withdrawal from such an IAC Account 

shall be treated as a “Permitted Withdrawal” for purposes of the Master 
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Settlement Agreement to the extent it either (i) does not constitute a 

Restricted Payment, or (ii) constitutes a Restricted Payment made in 

compliance with the Restricted Payment covenant in the New CSA, in 

each case, assuming for the purposes hereof that such withdrawal is 

being made by a Holding Company Pledgor. 

 

However, if an IAC Payment Party is not an ICSP or a Subsidiary of an 

ICSP, such IAC Payment Party may make “Permitted Withdrawals” 

from its IAC Account only in the following circumstances:  

 

(i) to pay Payment Obligations; 

 

(ii) to make payments permitted under Section 3.06 of the Master 

Settlement Agreement (including transfers to another IAC 

Account); 

 

(iii) to make payments to a Holding Company Pledgor or an 

Investment Holding Vehicle, along with any other entity whose 

equity interests are 100% pledged (directly or indirectly) to the 

Secured Party; and 

 

(iv) for any other purpose if the Collateral Coverage Ratio is at least 

1.10 to 1.00 on a pro forma basis after giving effect to such 

transactions; provided, however, that if the IAC Payment Party 

is an entity ultimately owned by persons who are not members 

of the Jonathan Sackler family (including ICSPs and any other 

trusts established for the benefit of Jonathan Sackler’s spouse 

and/or descendants), then any Permitted Withdrawal under this 

clause (iv) may only be made and distributed to the owners who 

are part of the Jonathan Sackler family group, pro rata in 

proportion to their respective ownership interests in the IAC 

Payment Party (e.g., if the IAC Payment Party is 50% owned by 

ICSPs, then only 50% of its IAC Account balance may be 

withdrawn and transferred to those ICSPs pursuant to this clause 

(iv)). 

 

2. Limitation on Related Party Transactions. The Holding Company Pledgors shall 

not, and shall not permit the Investment Holding Vehicles or any of their other 

direct or indirect Subsidiaries to, enter into any transaction with any Related Party 

(each, a “Related Party Transaction”) unless such transactions are on terms no 

less favorable to the Holding Company Pledgor or Investment Holding Vehicle 

than would reasonably have been obtained in a comparable, arm’s length 

transaction with a Person who is not a Related Party.  There shall be similar 

exceptions as those set forth in the Prior CSA (to the extent applicable, given the 

expanded ICSP universe and Collateral Package), including exceptions for the 

following, in each case, subject to any other applicable limitations on Restricted 

Payments or otherwise set forth herein: 

 (i)  (A) any beneficiaries or other Related Party shall be permitted to use 

residential real estate, art and collectibles and other tangible personal property (but, 

for the avoidance of doubt, excluding cash, cash equivalents, securities and other 
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financial assets), in the ordinary course, to the extent such use does not result in a 

Material Adverse Effect and the primary purpose of which is not to circumvent the 

provisions of the CSA, (B) retaining family offices, and (C) sharing professional 

expenses by ICSPs with other released parties; 

 

 (ii) the hiring and retention of “family offices” for investment 

management and related (e.g., book keeping, tax preparation) services, and the 

payment (subject to this term sheet) of family office management fees and 

budgeted expenses, and Kokino’s management of the assets and investment 

activities of the ICSPs and the Holding Company Pledgors (e.g., Kokino may move 

assets within the Holding Company Pledgors structure and make investment 

decisions in its discretion), and activities incidental thereto (e.g., setting the budget 

for Kokino), other than activities that have an adverse impact on the Secured 

Party’s security interest in the Collateral Package;  

 

 (iii) transactions between and among the Holding Company Pledgors, the 

Investment Holding Vehicles and their respective Subsidiaries, in each case, solely 

to the extent among Persons that are within the Applicable Payment Group; 

 

 (iv) transactions required or expressly permitted by the Master Settlement 

Agreement to be entered into with a Related Party, including transactions the 

purpose of which is to facilitate the transfer of assets to make payments under the 

Settlement Agreement and the remittance of cash and “funds flow” to effect the 

same, so long as, in each case, the intent, purpose and primary effect of such 

transaction shall not be to circumvent the provisions of this Term Sheet; 

 

 (v) unsecured loans using the Applicable Federal Rate as the interest rate, 

along with extensions of such loans;  

 

 (vi) permitted Restricted Payments;  

 

 (vii) the appointment of bona fide third party professionals as trustees and 

the retention of such professionals respective firms; provided that the payment of 

professional fees to such professionals from the Collateral Package shall be 

otherwise permitted under the New CSA;  

 

 (viii) transactions certified as arms’ length in an opinion by an Independent 

Financial Advisor; 

 

 (ix) transactions that are required by the Security Documents;  

 

 (x) indemnification arrangements that are consistent with past practice;  

 

 (xi) the repayment (including prepayment) and extensions of loans made 

prior to the Settlement Effective Date;  

 

 (xii) the Asset Management Agreements (and transactions arising pursuant 

to the terms thereof) as in effect on the Settlement Effective Date, and as may be 

amended, modified, supplemented or replaced thereafter; provided that any such 

amendment, modification, supplement or replacement, taken as a whole, is not 

materially less favorable to the MDT and the Secured Parties;  
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 (xiii) each Holding Company Pledgor, Investment Holding Vehicle and any 

Subsidiary thereof may form and capitalize (i.e., contribute capital from time to 

time) one or more investment vehicles with a Related Party, and may make 

transfers to, and receive transfers from, any such investment vehicle, Holding 

Company Pledgor, Investment Holding Vehicle, Subsidiary or Related Party, in 

each case, in a manner consistent with past practice or standard practice for the 

investment industry, so long as (A) such investment vehicle(s) ultimately makes 

similar investments in persons other than Related Parties consistent with the 

investment criteria of Kokino, (B) any disposition of the equity interests of such 

investment vehicle is for reasonably equivalent value, and (C) any capitalization 

of such investment vehicle, or distribution by such investment vehicle, is made 

either (x) on a pro rata basis on account of the equityholders’ respective interests 

in such investment vehicle, or (y) in accordance with the applicable organizational 

documents, shareholders’ agreement, subscription agreements, or other 

shareholder documents of such investment vehicle (to the extent the material terms 

of such document(s) are consistent with past practice or reasonably customary in 

the investment industry), so long as (1) in the case of capitalization or 

contributions, such capitalization or contribution does not reduce the Value of the 

Collateral after giving effect to such transaction, and (ii) in the case of 

distributions, such distribution does not reduce the Adjusted Collateral Value after 

giving effect to such transaction; and  

 

 (xiv) transfers of funds by a Holding Company Pledgor or Investment 

Holding Vehicle to PRA L.P. (or any direct or indirect owner of PRA L.P., which 

owner shall promptly contribute the funds to PRA L.P., if such owner is a direct 

owner of PRA L.P., or, if such owner is an indirect owner of PRA L.P., to such 

owner’s Subsidiaries until such funds are received by PRA L.P.) or any ICSP 

which funds are applied to pay Payment Obligations or third-party legal, 

settlement, professional and related costs and expenses incurred by (x) PRA L.P. 

or (y) any ICSP or any one or more beneficiaries of any ICSP, in each case, in 

respect of any settlement or litigation whether such fees and related expenses were 

incurred prior to, on or after the Settlement Effective Date (but not, for the 

avoidance of doubt, the costs of any judgment against any such party) and which 

payments would otherwise be permitted to be made by such Holding Company 

Pledgor or Investment Holding Vehicle hereunder. 

 

With respect to related party transactions involving consideration in excess of 

$50,000,000 and that are not excepted under clauses (i) through (xiv) above, the 

applicable Holding Company Pledgor shall provide a written opinion, in form 

reasonably acceptable to the Secured Party, by an Independent Financial Advisor 

from the list of approved financial advisors certifying that the transaction complies 

with this covenant. 

3. Limitation on Indebtedness and Liens.   The Holding Company Pledgors and 

their Subsidiaries shall not, and shall not permit any direct or indirect Subsidiary 

or Investment Holding Vehicle to, incur or guaranty Indebtedness for Borrowed 

Money or permit liens to exist on their property, with exceptions and limitations to 

be consistent with those in the Prior CSA (to the extent applicable), including:    
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 (i) Debt incurred to finance the payments of obligations under any 

Settlement Agreement under the Master Settlement Agreement; provided that (A) 

as of any date of determination, the aggregate principal amount of debt incurred 

under this clause (i) at any time outstanding shall not exceed the amount of the 

Applicable Payment Group’s next scheduled Settlement Payment Obligation, (B) 

debt incurred under this clause (i) shall have maturity date less than 12 month from 

applicable borrowing date and (c) the net proceeds of such Indebtedness for 

Borrowed Money are promptly applied to fund such Settlement Agreement 

payments; 

 (ii) Debt incurred to finance investments in the ordinary course of business 

and consistent with past practice or standard practice for the investment industry; 

 (iii) Purchase money indebtedness in the ordinary course of business, subject 

to the limitations set forth in the Prior CSA; 

 (iv) Letters of credit, performance bonds, surety bonds in the ordinary course 

of business, to the extent permitted by the Prior CSA;  

 (v) $5 million general basket for debt for borrowed money;  

 (vi) Indebtedness for Borrowed Money representing deferred compensation 

to current or former directors, trustees, beneficiaries, officers, employees, 

members of management, managers, members, partners, independent contractors 

and consultants in the ordinary course of business, consistent with past practice or 

consistent with the investment management and/or financial services industries; 

and 

 (vii) Similar baskets and limitations for permitted liens as those contained 

in the Prior CSA, including baskets for liens securing indebtedness permitted under 

clause (i) and (ii) above and a $5 million general liens basket, which in each case, 

cannot be secured by (x) equity interests in Holding Company Pledgors, 

Investment Holding Vehicles or the IACs, or (y) the Designated Assets Proceeds 

Accounts or IAC Accounts.  

4. Passive Holding Companies: Holding Company Pledgors to be maintained as 

passive holding companies  

5. Fundamental Changes: Restrictions on fundamental changes by the Pledgors, 

with exceptions so long as the Collateral Package is not adversely impacted. 

 

6.  Listed Transactions: Consistent with the limitations in the Prior CSA. 

 

7. Amendments to Organizational Documents: Restrictions on amending 

organizational documents of the ICSPs, Holding Company Pledgors or Investment 

Holding Vehicles to the extent such amendments would materially adversely 

impact the Collateral Package or reasonably be expected to be materially adverse 

to the interests of the MDT or the ability of the Payment Parties to perform their 

obligations under the Master Settlement Agreement. 

 

8.  Restrictive Agreements: Consistent with the limitations in the Prior CSA. 
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9. Changes in Trustee:  Change trustees of Pledgors with certain exceptions 

consistent with the Prior CSA (including joinders to the Master Settlement 

Agreement). 

 

10. Asset Composition.   Each Holding Company Pledgor shall use commercially 

reasonable efforts to ensure that, in the aggregate across all Holding Company 

Pledgors and their Investment Holding Vehicles, at least twenty percent (20%) of 

the remaining Full Outstanding Settlement Amount at any given time is held in the 

form of cash, cash equivalents, marketable securities and/or hedge funds (the 

“Liquidity Covenant”), based on all information known at such time and, in the 

case, of “Hedge Funds”, limiting such qualifying investments to those investments 

whose governing documents provide for quarterly (or more frequent) liquidity.  

There shall be no other limitations on the composition of the Applicable Payment 

Group’s assets. 

 

11. Cash Collateral Accounts.  

 

A “Partial Release Date” occurs if the combined Value of all Cash Collateral 

Accounts attributable to the Applicable Payment Group collectively exceeds the 

Full Outstanding Settlement Amount for ten (10) consecutive days. 

 

Prior to a Partial Release Date, the Cash Collateral Accounts shall be like any other 

account of a Holding Company Pledgor for purposes of this New CSA.  

 

Following a Partial Release Date, then, notwithstanding anything to the contrary 

in this New CSA: 

 

i. All Liens on Collateral (other than the Cash Collateral Accounts, which 

will remain subject to the terms hereof) shall terminate, and funds may be 

withdrawn from the Collateral that does not constitute Cash Collateral 

Accounts (including IAC Accounts as “Permitted Withdrawals”) without 

restriction at the relevant Payment Party’s discretion, in each case subject 

to this paragraph 11; 

 

ii. All Affirmative Covenants and Negative Covenants shall terminate, 

except (A) obligations to maintain the Cash Collateral Accounts (which 

will remain subject to the terms hereof), (B) reporting obligations (which 

shall apply only to the Cash Collateral Accounts following a Partial 

Release Date and prior to the occurrence of a Reinstatement Date) and (C) 

restrictions on transfers from the Cash Collateral Accounts set forth in this 

paragraph 11; and 

 

iii. Each Holding Company Pledgor holding a Cash Collateral Account shall 

not transfer (or direct the transfer of) any assets from its Cash Collateral 

Account, or make any withdrawals, payments or other transfers of any 

assets or amounts held therein or credited thereto (or direct any such 

transfers), except:  

 

A. to make investments in cash equivalents that are held in such Cash 

Collateral Account; 
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B. to pay account bank fees and other reasonable and customary 

expenses of maintaining such Cash Collateral Account; 

 

C. to pay taxes on income from and gains on investments held in such 

Cash Collateral Account; 

 

D. to pay Payment Obligations and any other prepayment or 

defeasance of a Settlement Payment Obligation of the Applicable 

Payment Group or other amounts owed under any Settlement 

Agreement under the Master Settlement Agreement; or 

 

E. for any other purpose, but only to the extent the aggregate Value 

of the Cash Collateral Accounts after giving effect to such 

withdrawal, payment or transfer will not be less than the Full 

Outstanding Settlement Amount at such time.  

 

If, at any time after a Partial Release Date, the aggregate Value of the Cash 

Collateral Accounts attributable to the Applicable Payment Group falls below the 

Full Outstanding Settlement Amount (a “Reinstatement Date”), all terms, 

conditions, covenants and restrictions of this New CSA will automatically reapply 

and remain in effect.  However, if another Partial Release Date subsequently 

occurs, the above provisions will again apply until another Reinstatement Date 

occurs thereafter.   

 

Remedies Upon the occurrence and during the continuance of an Enforcement Event with 

respect to an ICSP or the Applicable Payment Group, the Secured Party shall have 

the right to exercise all rights and remedies against the Collateral Package of the 

applicable ICSP or the Applicable Payment Group, as applicable, as provided in 

the Security Documents, which shall include all rights and remedies under the 

UCC (and any similar local laws), including, without limitation, the right to 

(i) foreclose on the Collateral Package, (ii) direct the liquidation of the Holding 

Company Pledgors, Investment Holding Vehicles or other respective direct or 

indirect Subsidiaries (provided that the Secured Party’s rights to liquidate any 

assets or property of, or interests in, non-wholly owned Subsidiaries shall be 

subject to any applicable transfer restrictions imposed by law or contract) and (iii) 

exercise exclusive control of the Designated Asset Proceeds Accounts and IAC 

Accounts and any funds held therein. For the avoidance of doubt, the Secured Party 

shall have no claim to, or rights in, any Equity Interests (or related assets) in a non-

wholly owned Subsidiary that are held by the minority investor(s) therein, to the 

extent such minority investors are not members of the Applicable Payment 

Group.11  

 

“Enforcement Event” means: 

 

                                            

11 NTD: The Secured Party will have no foreclosure rights under the control agreement unless and until there is an 

Enforcement Event.  
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(i) in the case of a Payment Party in the Applicable Payment Group (but 

not the Applicable Payment Group itself), such Payment Party is 

subject to: 

 

a. A Specified Breach permitting the Secured Party to exercise the 

Payment Remedy and related remedies set forth in Section 

9.02(a)(ii)(A) of the Master Settlement Agreement with respect to 

such Payment Party; provided that the MDT remains entitled to 

exercise such remedies under Section 9.02(a) of the Master 

Settlement Agreement and has not elected Option 2 under Section 

9.02(a)(ii)(B); 

 

b. an Insolvency Proceeding permitting the Secured Party to exercise 

the remedies set forth in Section 9.08(a) of the Master Settlement 

Agreement with respect to such Payment Party; or 

 

c. a Major Judgment permitting the Secured Party to exercise the 

remedies set forth in Section 9.08(b) of the Master Settlement 

Agreement with respect to such Payment Party. 

 

(ii) in the case of the Applicable Payment Group itself, the occurrence of 

a Specified Breach by the Applicable Payment Group, in each case 

permitting the Secured Party to exercise the Payment Remedy and 

related remedies set forth in Section 9.02(a)(ii)(A) of the Master 

Settlement Agreement with respect to each ICSP and Holding 

Company Pledgor of the Applicable Payment Group; provided that (i) 

the MDT remains entitled to exercise such remedies under Section 

9.02(a) of the Master Settlement Agreement and has not elected 

Option 2 under Section 9.02(a)(ii)(B). 

 

Specified 

Breaches 

(A) If any ICSP or any Holding Company Pledgor owned by such ICSP fails to 

comply with any of the following provisions of the new CSA, and the MDT 

provides notice to the Sackler Parties’ Representative pursuant to Section 11.01 of 

the Master Settlement Agreement, such failure shall constitute a Breach Trigger 

with respect to the Persons in Breach described below. If the Breach Trigger 

continues for thirty (30) days or more, it shall be deemed a Specified Breach with 

respect to the Persons in Breach described below; provided, that, if the Pledgors 

have taken steps during such period to cure such Breach Trigger and are diligently 

prosecuting such cure, the Persons in Breach shall have an additional thirty (30) 

days to cure (to the extent capable of being cured during such period). 

 

1. Any Breach caused by an action or omission within an ICSP’s (or a 

Subsidiary of such ICSP’s) control  (and not, for the avoidance of doubt, 

any Breach as the result of an action or failure to act on the part of the 

Secured Party) that materially adversely affects the perfection or priority 

of the Secured Parties’ Lien on a material portion of the Collateral of (i) 

such ICSP and (ii) each ICSP that is an Affiliate of such ICSP, when taken 

as whole, shall be a Specified Breach of such ICSP, its Holding Company 

Pledgors, each ICSP that is an Affiliate of such ICSP and such affiliated 

ICSPs’ Holding Company Pledgors (it being understood that an “Affiliate” 

of an ICSP for purposes of this paragraph 1 means any ICSP that is also 
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administered by the same trustee of such ICSP at the time of the Breach 

Trigger relating to such Breach);  

 

2. Any Breach of the limitations on Restricted Payments covenant set forth 

in Section 1 of Negative Covenants shall be a Specified Breach of the 

Applicable Payment Group if the Collateral Coverage Ratio of the 

Applicable Payment Group is less than 1.10 to 1.00 (after giving pro forma 

effect to the applicable Restricted Payment giving rise to such Breach 

Trigger (or if such Collateral Coverage Ratio is less than 1.10 to 1.00 at 

the time of such Breach Trigger)); and 

 

3. Following a Partial Release Date and prior to a Reinstatement Date, any 

Breach of the Cash Collateral Accounts covenant set forth in Section 11 

of Negative Covenants shall be a Specified Breach of the Applicable 

Payment Group. 

 

(B) Without limitation of the provisions set forth in clause (A) above, if any ICSP 

or any Holding Company Pledgor owned by such ICSP fails to comply with any 

of the following provisions of the new CSA and the MDT provides notice to the 

Sackler Parties’ Representative pursuant to Section 11.01 of the Master Settlement 

Agreement, such failure shall constitute a Breach Trigger with respect to such 

ICSP and its Holding Company Pledgors.  If the Breach Trigger continues for thirty 

(30) days or more, it shall be deemed a Specified Breach with respect to such ICSP 

and its Holding Company Pledgors; provided that, if the Pledgors have taken steps 

during such period to cure such Breach Trigger, and are diligently prosecuting such 

cure, the Applicable Payment Group shall have an additional thirty (30) days to 

cure such Breach Trigger (to the extent capable of being cured during such 

additional period). 

 

1. Any Breach caused by an action or omission within an ICSP’s (or a 

Subsidiary of such ICSP’s) control (and not, for the avoidance of doubt, 

any Breach as the result of an action or failure to act on the part of the 

Secured Party) that materially adversely affects the perfection or priority 

of the Secured Parties’ Lien on a material portion of such ICSP’s 

Collateral; 

 

2. Any Breach of the limitations on Restricted Payments covenant set forth 

in Section 1 of Negative Covenants; 

 

3. Any Breach of the Related Party Transactions covenant set forth in Section 

2 of Negative Covenants involving any transaction or series of transactions 

exceeding $25 million in the aggregate with respect to the Applicable 

Payment Group shall be a Specified Breach of each ICSP in Breach (and 

each ICSP with a Holding Company Pledgor in Breach) of such covenant; 

and 

 

4. Any Breach of the limitations on debt and liens covenant set forth in 

Section 3 of Negative Covenants. 

 

Any other breach by any ICSP or Holding Company Pledgor owned by such ICSP, 

as applicable, of any term, covenant or agreement contained in the New CSA that 
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is not set forth above or in the event any representation or warranty made or 

deemed made by a Pledgor in any Definitive Document or any certificate, notice, 

or document delivered in connection therewith shall prove to have been incorrect 

or misleading in any material respect at the time made or deemed to have been 

made shall constitute a Non-Specified Breach with respect to such ICSP if not 

cured within thirty (30) days following notice by the MDT to the Sackler Parties’ 

Representative of such Breach pursuant to Section 11.01 of the Master Settlement 

Agreement.12 

 

Termination  The obligations described in the Credit Support Annex shall terminate, and all 

security interests granted in the Credit Support shall be automatically released, on 

the first to occur on the date on which (i) the Master Settlement Agreement 

terminates following the Settlement Effective Date pursuant to its terms (e.g., 

pursuant to Section 2.04 of the Master Settlement Agreement) and (ii) the 

remaining maximum settlement obligations under the Master Settlement 

Agreement of the Applicable Payment Group to the MDT (other than any 

contingent obligations for which no claim or demand for payment, whether oral or 

written, has been made at such time) are paid in full in cash and reduced to $0 

(including by way of prepayment or other advanced payments); provided that the 

obligations of the Pledgors under the applicable collateral documents, and all 

security interests thereunder, shall be automatically reinstated if and to the extent 

that, for any reason, the MDT is required to disgorge, turn over, or otherwise pay 

to the Applicable Payment Group any amount paid to the MDT or any creditor 

trust by or on behalf of the Applicable Payment Group, whether as a result of any 

proceeding in bankruptcy or reorganization or otherwise. 

 

Valuation of the 

Collateral 

Package as of 

“Day 1” 

Consistent with the Prior CSA, as a condition to the occurrence of the Settlement 

Effective Date, the Pledgors must deliver to the MDT (or its counsel) no later than 

[X] Business Days before the target Settlement Effective Date a valuation showing 

that the Target Value condition set forth above has been satisfied. This valuation 

will exclude any Excluded Property and the Value of any IAC equity.   

 

The Secured Party shall provide the Asset Manager with not less than sixty (60) 

days advance written notice of the target Settlement Effective Date.  Based on that 

notice, such valuation shall:  

 

(a) be presented as of a recent date chosen by the Asset Manager within the 

windows described below (the “Valuation Date”): 

 

 (i) if the target Settlement Effective Date occurs before the 15th day 

of any given month, then the Valuation Date shall be the last day of the 

month that immediately precedes the date that is 90 days prior to the target 

Settlement Effective Date or a more recent date, if such information has been 

received from third parties.  For example, if the target Settlement Effective 

                                            

12 NTD: MSA to be revised as follows: “if a Non-Specified Breach has occurred and is continuing, the MDT shall 

have the right to seek, pursuant to an expedited hearing in the Bankruptcy Court pursuant to Section 11.11(b) 

of this Agreement, any additional remedy available at law or equity, including injunctive relief, specific 

performance, attorneys’ fees and costs, damages and/or default interest, and if appropriate, subject to the discretion 

of the Bankruptcy Court, sanctions. 
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Date is January 3, 2026, then the Valuation Date shall be September 30, 

2025 or a more recent date.  

 

 (ii) if the target Settlement Effective Date occurs on or after 15th day 

of any given month, then the Valuation Date shall be not more than 90 days 

prior to the target Settlement Effective Date or a more recent date, if such 

information has been received from third parties.  For example, if the target 

Settlement Effective Date is January 21, 2026, then the Valuation Date shall 

be October 23, 2025, or a more recent date (e.g., October 31, 2025); and 

 

(b) be certified by an Independent Financial Advisor. 

 

If the Secured Party postpones the target Settlement Effective Date, it shall provide 

the Asset Manager with no less than thirty (30) days’ prior written notice of the 

revised target Settlement Effective Date, which shall supersede the previously 

designated target Settlement Effective Date. Any previously delivered certified 

valuation shall remain valid; provided that, if as a result of such postponement the 

Valuation Date would fall outside the permitted 90-day window described above 

by more than thirty (30) days, the Pledgors shall deliver an updated valuation 

certified by an Independent Financial Advisor in accordance with this Section. 

 

In addition, on the actual Settlement Effective Date, the Pledgors (or, based on 

their information, the Asset Manager) shall certify to the Secured Party that no 

assets have been transferred from the Collateral since the Valuation Date that 

would reasonably be expected to reduce the Value of the Collateral below the 

Target Value.   

 

The Target Value shall reflect the most recent Value of each asset and liability 

recorded in the Pledgor’s books and records as of the Valuation Date, which such 

books and records shall reflect the most recently available information from third 

party sources. However, with respect to cash, cash equivalents and marketable 

securities, the Target Value shall reflect the most current Values reasonably 

required by the Independent Financial Advisor to complete its certification in a 

timely manner in advance of the Settlement Effective Date.   No Pledgor shall be 

required to engage third parties to obtain new valuations not already reflected in 

its records. 

 

Escrow Funds Consistent with the MSA’s definition of “Retained Payment Amount,” all amounts 

paid by or on behalf of an Applicable Payment Group into an escrow account on 

or following the Settlement Effective Date, whether pursuant to this Agreement or 

any other Settlement Agreement (including direct settlements, such as opt-out class 

action settlements that have not become effective as of the Settlement Effective 

Date), shall be deemed to have been actually paid by the Applicable Payment 

Group on such Payment Date and shall reduce the Applicable Payment Group’s 

Full Outstanding Settlement Amount as of that date. 

 

If any portion of such escrowed amounts is subsequently returned to the Applicable 

Payment Group pursuant to the MSA or the applicable Settlement Agreement, 

then: 
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(a) such returned amounts shall no longer be deemed to have been paid as of 

the original Payment Date (and the Full Outstanding Settlement Amount 

shall be adjusted accordingly); and 

 

(b) such amounts received by ICSPs (directly or indirectly) shall be promptly 

deposited into the Collateral and become subject to the New CSA. 

 

The ICSPs’ share of any escrowed amounts held in escrow accounts required by 

the Settlement Agreements (including Grantor Trust Escrow Accounts described 

in Exhibit Z), the “Project Apollo IAC escrow accounts” and any other escrow 

account holding funds to be applied towards Payment Obligations shall be deemed 

to be held in Holding Company Pledgors (including for purposes of the thresholds 

set forth in Section 3.01 and determining the Target Value). 
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EXHIBIT A 

 

Quarterly Report Template 

 

[To be attached] 
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EXHIBIT B 

 

Asset Manager Certification 

 

[To be attached] 
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EXHIBIT C  

 

Pre-Effective Date ICSP Detailed Asset and Liability Report for B Side Payment Group 2  

 

[To be attached] 

19-23649-shl    Doc 8201    Filed 11/07/25    Entered 11/07/25 16:52:38    Main Document 
Pg 540 of 608



EXHIBIT A 

 
FINANCIAL STATEMENT TEMPLATE 

[For each ICSP of a B-Side Payment Group] 

As of [March, June, September, December 20XX] 

A B C D = C x (A + B) 
 

Value in Holding 

Company Pledgor 

Collateral 

 
Value in IAC 

Accounts 

 
Asset Class Advance 

Rates 

 
Adjusted Collateral 

Value 

 
Value in Designated 

Assets 

Assets 

Accounts Receivable 
 

1.00 

  

 Artwork & Jewelry 0.80   

Cash and Cash Equivalents 1.00   

Hedge Funds 0.85   

Life Insurance – Surrender Value 0.80   

Marketable Securities 1.00   

Notes and Loans Receivable 0.80   

Other Investments 0.80   

Private Capital Investments 0.80   

Real Estate Investments 0.80   

Residential Real Estate 0.80   

Retirement Accounts & Government Pensions 0.80   

Total Assets 

 
Liabilities 

Accounts Payable 

 
 

 
1.00 

  

 Debt 1.00   

Total Liabilities 

 
Assets less Liabilities 

   

 

 

 
Restricted Payments 

Restricted Payments 

Made During the 

Quarter 

Distribution Incurrence Test Exception 

Tax Distributions Exception 

Family Office Management Fees 

Settlement Obligations Exception 

Judgments Exception 

$100 MM "Distribution Basket" Exception 

Litigation Costs Exception 

No Exception Available 

Total Restricted Payments 

Note: Exceptions listed above will be changed to correspond to section titles in the full length CSA 

 
Value held in Bank or Brokerage Accounts outside the U.S. 

IAC Accounts 

Holding Company Pledgors Collateral 
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EXHIBIT B 

 
COMPLIANCE CERTIFICATE TEMPLATE 

[For each B-Side Payment Group ICSPs] 

As of [March, June, September, December 20XX] 

A B C D = C x (A + B) 

Value in Holding 

Company Pledgor 

Collateral 

Value in IAC 

Accounts 

Asset Class Advance 

Rates 

Adjusted Collateral 

Value 

Value in Designated 

Assets 

Assets 

Accounts Receivable 
 

1.00 

  

 Artwork & Jewelry 0.80   

Cash and Cash Equivalents 1.00   

Hedge Funds 0.85   

Life Insurance – Surrender Value 0.80   

Marketable Securities 1.00   

Notes and Loans Receivable 0.80   

Other Investments 0.80   

Private Capital Investments 0.80   

Real Estate Investments 0.80   

Residential Real Estate 0.80   

Retirement Accounts & Government Pensions 0.80   

Total Assets 

 
Liabilities 

Accounts Payable 

 
 

 
1.00 

  

 Debt 1.00   

Total Liabilities 

Assets less Liabilities 

   

 

 
 
 

Restricted Payments 

Restricted Payments 

Made During the 

Quarter 

Distribution Incurrence Test Exception 

Tax Distributions Exception 

Family Office Management Fees 

Settlement Obligations Exception 

Judgments Exception 

$100 MM "Distribution Basket" Exception 

Litigation Costs Exception 

No Exception Available 

Total Restricted Payments 

Note: Exceptions listed above will be changed to correspond to section titles in the full length CSA 

Value held in Bank or Brokerage Accounts outside the U.S. 

Collateral Coverage Ratio 

Adjusted Collateral Value E  

Available Retained Payment Amount F  

Adjusted Collateral Value less Available Retained Payment Amount G = E - F  

Full Outstanding Settlement Amount H  

Collateral Coverage Ratio I = G / H  

Liquidity Covenant 

Value of Cash, Cash Equivalents, Marketable Securities & Hedge Funds J 

Available Retained Payment Amount F 

Liquidity % K = J / F  

Certifications to the Asset Manager's knowledge, information and belief based on information provided by or on behalf of the ICSPs 

To the knowledge of the Asset Manager, all Restricted Payments made by ICSPs in the Applicable Payment Group complied with the Applicable Payment Group’s 

Credit Support Annex. 

To the knowledge of the Asset Manager, no Enforcement Event or Breach Trigger or Breach has occurred with respect to any ICSP or the Applicable Payment Group 

since the last Exhibit B certification, except as has already been communicated to the Secured Party or as set forth in a schedule attached hereto. 

The undersigned, in his/her capacity on behalf of the Asset Manager, and not in any individual capacity, hereby states that the amounts set forth in this Compliance 

Certificate are accurate to his/her knowledge, information and belief based on information provided by or on behalf of the ICSPs. 

 
[Asset Manager] 

 
By: 

Title: 

IAC Accounts 

Holding Company Pledgors Collateral 
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Pre-Effective Date ICSP Detailed Asset and Liability Report for B Side Payment Group 2  

 

1) The Delivery Date for the report shall be the later of (a) January 30, 2026 or (b) 60 days 

following the entry of the Plan Confirmation order. 

 

2) The report will consist of the following components, the timely delivery of which will be a 

condition precedent to the settlement:12 

 

a) The B-Side Payment Group 2 shall provide a spreadsheet setting forth the following 

columns for each asset and liability in the books and records of its ICSPs 

i) Investment/Asset Name (anonymized) 

ii) Ultimate ICSP owner 

iii) Most recently available Investment/Asset Value 

iv)  “As of” date for most recently available Investment/Asset Value 

v) Valuation Source (one of the following) 

(1) Bank or Brokerage Statement 

(2) Manager Statement 

(3) Appraisal 

(4) Cost Basis 

(5) Tax Basis 

(6) Accounting Records 

(7) Other (specify) 

vi) Collateral Category (one of the following) 

(1) Holding Company Pledgor 

(2) IAC Account 

(3) Designated Asset 

(4) Excluded  

vii) Asset Class (taken from asset class list of Exhibit A) 

(1) Private Capital Investments to be further broken down into Private Equity, 

Venture and Private Credit 

 

                                            
1 The list of IAC Pledged Entities and their associated IAC Pledgors can be found on Exhibit F of the MSA. 

2 We do not expect any of our managers to provide up-front consent to a transfer of the ownership of the limited partnership 

interest held by a Holding Company Pledgor. Should the MDT foreclose on the equity of a Holding Company Pledgor it may 

then request approval from the manager for a transfer of ownership (which is typically given if the new owner meets relevant 

investor status requirements and provides appropriate KYC/AML information) or if approval is not granted the MDT maintains 

all of the economic rights related to that limited partnership interest. 
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b) Values for the largest assets of B-Side Payment Group 2 (ex. IAC equity) will be 

substantiated by appropriate documentation (corresponding to the “Valuation Source” 

specified in part 2(a) above).  This documentation must be provided for a sufficient 

number of the largest assets (by dollar Value) to cover, in total, at least $1,868,750,000 of 

the B-Side Payment Group 2’s total Investment/Asset Value, provided that:  

i) information that could be used to identify the asset or the institution where the asset is 

held may be redacted and, 

ii) in addition to the documentation required above, a sample of 5 additional documents 

to be provided, with the 5 assets to be chosen by FTI and Province.   

iii) This information to be provided to and reviewed exclusively by FTI and Province. 

The selected financial advisor may not share the information received under this part 2(b) 

with any financial advisor or person other than FTI and Province. 

c) For each ICSP a good faith estimate of net unrealized gains (unrealized gains netted by 

unrealized losses).  Note that we will not be able to determine the "tax effect” of these 

gains due to several unknowns, including 

i) The timing of and value received from any realization event 

ii) The character of the income (ordinary income, short-term capital gains, or long-term 

capital gains) which often flow through to us through K-1s provided by outside 

investment managers 

iii) The availability of losses that can be used to offset this income 

 

3) Kokino will be available for a call not to exceed 60 minutes to answer questions about the 

report.  Participants on the call may include FTI, HSFKramer, Scott Gilbert, Province, and 

Akin Gump.  The call itself will not be a condition precedent to the Settlement Effective 

Date.   

 

4) Report Parts 2(a) and 2(c) only may be shared with FTI, HSFKramer, Scott Gilbert, 

Province, and Akin Gump.  Summaries of solely of Report parts 2(a) and (c) may be shared 

with the State Negotiating Group. 
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