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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre: Chapter 11
PURDUE PHARMA L.P., et al., Case No. 19-23649 (RDD)
Debtors.! (Jointly Administered)

DISCLOSURE STATEMENT FOR CHAPTER 11 PLAN FOR PURDUE PHARMA L.P.
AND ITS AFFILIATED DEBTORS

THIS IS NOT A SOLICITATION OF AN ACCEPTANCE OR REJECTION OF THE PLAN.
ACCEPTANCES OR REJECTIONS MAY NOT BE SOLICITED UNTIL THIS DISCLOSURE
STATEMENT HAS BEEN APPROVED BY THE BANKRUPTCY COURT. THIS DISCLOSURE
STATEMENT IS BEING SUBMITTED FOR APPROVAL BUT HAS NOT BEEN APPROVED BY THE
BANKRUPTCY COURT. THE INFORMATION IN THIS DISCLOSURE STATEMENT IS SUBJECT TO
CHANGE. THIS DISCLOSURE STATEMENT IS NOT AN OFFER TO SELL ANY SECURITIES AND IS
NOT SOLICITING AN OFFER TO BUY ANY SECURITIES.

! The Debtors in these cases, along with the last four digits of each Debtor’s registration number in the applicable
jurisdiction, are as follows: Purdue Pharma L.P. (7484), Purdue Pharma Inc. (7486), Purdue Transdermal
Technologies L.P. (1868), Purdue Pharma Manufacturing L.P. (3821), Purdue Pharmaceuticals L.P. (0034),
Imbrium Therapeutics L.P. (8810), Adlon Therapeutics L.P. (6745), Greenfield BioVentures L.P. (6150), Seven
Seas Hill Corp. (4591), Ophir Green Corp. (4594), Purdue Pharma of Puerto Rico (3925), Avrio Health L.P. (4140),
Purdue Pharmaceutical Products L.P. (3902), Purdue Neuroscience Company (4712), Nayatt Cove Lifescience Inc.
(7805), Button Land L.P. (7502), Rhodes Associates L.P. (N/A), Paul Land Inc. (7425), Quidnick Land L.P. (7584),
Rhodes Pharmaceuticals L.P. (6166), Rhodes Technologies (7143), UDF LP (0495), SVC Pharma LP (5717) and
SVC Pharma Inc. (4014). The Debtors’ corporate headquarters is located at One Stamford Forum, 201 Tresser
Boulevard, Stamford, CT 06901.
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Marshall S. Huebner
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Dated: March 15, 2021
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DISCLAIMER

THIS DISCLOSURE STATEMENT CONTAINS A SUMMARY OF CERTAIN
PROVISIONS OF THE PLAN AND CERTAIN OTHER DOCUMENTS AND
INFORMATION. THE FINANCIAL INFORMATION INCLUDED HEREIN IS FOR
PURPOSES OF SOLICITING ACCEPTANCES OF THE PLAN AND SHOULD NOT BE
RELIED UPON FOR ANY PURPOSE OTHER THAN TO DETERMINE HOW AND
WHETHER TO VOTE ON THE PLAN. THE DEBTORS BELIEVE THAT THESE
SUMMARIES ARE FAIR AND ACCURATE. THE SUMMARIES OF THE FINANCIAL
INFORMATION AND THE DOCUMENTS THAT ARE ATTACHED HERETO ARE
QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO SUCH INFORMATION AND
DOCUMENTS. IN THE EVENT OF ANY INCONSISTENCY OR DISCREPANCY
BETWEEN A DESCRIPTION IN THIS DISCLOSURE STATEMENT AND THE TERMS
AND PROVISIONS OF THE PLAN OR SUCH OTHER PLAN-RELATED DOCUMENTS
AND INFORMATION, THE PLAN OR SUCH OTHER PLAN-RELATED DOCUMENTS
AND INFORMATION, AS THE CASE MAY BE, SHALL GOVERN FOR ALL PURPOSES.

THE STATEMENTS AND INFORMATION CONTAINED HEREIN HAVE BEEN
MADE AS OF THE DATE HEREOF UNLESS OTHERWISE SPECIFIED. HOLDERS OF
CLAIMS REVIEWING THIS DISCLOSURE STATEMENT SHOULD NOT INFER AT THE
TIME OF SUCH REVIEW THAT THERE HAVE BEEN NO CHANGES IN THE FACTS SET
FORTH HEREIN SINCE THE DATE HEREOF. EACH HOLDER OF A CLAIM ENTITLED
TO VOTE ON THE PLAN SHOULD CAREFULLY REVIEW THE PLAN AND THIS
DISCLOSURE STATEMENT IN THEIR ENTIRETY BEFORE CASTING A BALLOT (AS
DEFINED HEREIN). THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE
LEGAL, BUSINESS, FINANCIAL, OR TAX ADVICE. ANY PERSONS DESIRING ANY
SUCH ADVICE OR OTHER ADVICE SHOULD CONSULT WITH THEIR OWN
ADVISORS.

ALTHOUGH THE DEBTORS HAVE ATTEMPTED TO ENSURE THE ACCURACY
OF THE FINANCIAL INFORMATION PROVIDED IN THIS DISCLOSURE STATEMENT,
EXCEPT WHERE SPECIFICALLY NOTED, THE FINANCIAL INFORMATION
CONTAINED IN THIS DISCLOSURE STATEMENT HAS NOT BEEN AUDITED.

THE FINANCIAL PROJECTIONS (AS DEFINED HEREIN) PROVIDED IN THIS
DISCLOSURE STATEMENT HAVE BEEN PREPARED BY THE MANAGEMENT OF THE
DEBTORS AND THEIR FINANCIAL ADVISORS. THESE FINANCIAL PROJECTIONS,
WHILE PRESENTED WITH NUMERICAL SPECIFICITY, ARE NECESSARILY BASED
ON A VARIETY OF ESTIMATES AND ASSUMPTIONS THAT, ALTHOUGH
CONSIDERED REASONABLE BY MANAGEMENT, MAY NOT BE REALIZED AND ARE
INHERENTLY SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC, COMPETITIVE,
INDUSTRY, REGULATORY, MARKET, AND FINANCIAL UNCERTAINTIES AND
CONTINGENCIES, MANY OF WHICH ARE BEYOND THE DEBTORS* CONTROL. THE
DEBTORS CAUTION THAT NO REPRESENTATIONS CAN BE MADE AS TO THE
ACCURACY OF THESE FINANCIAL PROJECTIONS OR THE ABILITY TO ACHIEVE
THE PROJECTED RESULTS. SOME ASSUMPTIONS INEVITABLY WILL NOT
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MATERIALIZE. FURTHER, EVENTS AND CIRCUMSTANCES OCCURRING
SUBSEQUENT TO THE DATE ON WHICH THESE FINANCIAL PROJECTIONS WERE
PREPARED MAY BE DIFFERENT FROM THOSE ASSUMED AND/OR MAY HAVE
BEEN UNANTICIPATED AND, THUS, THE OCCURRENCE OF THESE EVENTS MAY
AFFECT FINANCIAL RESULTS IN A MATERIALLY ADVERSE OR MATERIALLY
BENEFICIAL MANNER. THE FINANCIAL PROJECTIONS, THEREFORE, MAY NOT BE
RELIED UPON AS A GUARANTEE OR OTHER ASSURANCE OF THE ACTUAL
RESULTS THAT WILL OCCUR.

NO PARTY IS AUTHORIZED TO GIVE ANY INFORMATION WITH RESPECT TO
THE PLAN OTHER THAN THAT WHICH IS CONTAINED IN THIS DISCLOSURE
STATEMENT. NO REPRESENTATIONS CONCERNING THE DEBTORS OR THE VALUE
OF THEIR PROPERTY HAVE BEEN AUTHORIZED BY THE DEBTORS OTHER THAN
AS SET FORTH IN THIS DISCLOSURE STATEMENT. ANY INFORMATION,
REPRESENTATIONS, OR INDUCEMENTS MADE TO OBTAIN AN ACCEPTANCE OF
THE PLAN OTHER THAN, OR INCONSISTENT WITH, THE INFORMATION
CONTAINED HEREIN AND IN THE PLAN SHOULD NOT BE RELIED UPON BY ANY
HOLDER OF A CLAIM.

WITH RESPECT TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS,
AND OTHER PENDING, THREATENED, OR POTENTIAL LITIGATION OR ACTIONS,
THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE, AND MAY NOT BE
CONSTRUED BY ANY PARTY AS, AN ADMISSION OF FACT, LIABILITY,
STIPULATION, OR WAIVER, BUT RATHER AS A STATEMENT MADE IN
SETTLEMENT NEGOTIATIONS. THIS DISCLOSURE STATEMENT WILL NOT BE
ADMISSIBLE IN ANY NON-BANKRUPTCY PROCEEDING NOR WILL IT BE
CONSTRUED TO CONSTITUTE ADVICE ON THE TAX, SECURITIES, OR OTHER
LEGAL EFFECTS OF THE PLAN AS IT RELATES TO THE HOLDERS OF CLAIMS
AGAINST, OR INTERESTS IN, THE DEBTORS.

THE SECURITIES DESCRIBED HEREIN WILL BE ISSUED WITHOUT
REGISTRATION UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”), OR ANY SIMILAR FEDERAL, STATE, OR
LOCAL LAW, IN RELIANCE ON THE EXEMPTIONS SET FORTH IN SECTION 1145 OF
THE BANKRUPTCY CODE. IN ACCORDANCE WITH SECTION 1125(E) OF THE
BANKRUPTCY CODE, A DEBTOR OR ANY OF ITS AGENTS THAT PARTICIPATES, IN
GOOD FAITH AND IN COMPLIANCE WITH THE APPLICABLE PROVISIONS OF THE
BANKRUPTCY CODE, IN THE OFFER, ISSUANCE, SALE, OR PURCHASE OF A
SECURITY, OFFERED OR SOLD UNDER THE PLAN, OF THE DEBTOR, OF AN
AFFILIATE PARTICIPATING IN A JOINT PLAN WITH THE DEBTOR, OR OF A NEWLY
ORGANIZED SUCCESSOR TO THE DEBTOR UNDER THE PLAN, IS NOT LIABLE, ON
ACCOUNT OF SUCH PARTICIPATION, FOR VIOLATION OF ANY APPLICABLE LAW,
RULE, OR REGULATION GOVERNING THE OFFER, ISSUANCE, SALE, OR PURCHASE
OF SECURITIES.

i
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THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND BANKRUPTCY RULE 3016(B)
AND NOT IN ACCORDANCE WITH FEDERAL OR STATE SECURITIES LAWS OR
OTHER NON-APPLICABLE BANKRUPTCY LAWS. THIS DISCLOSURE STATEMENT
HAS NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES
SECURITIES AND EXCHANGE COMMISSION (THE “SEC”), NOR HAS THE SEC
PASSED UPON THE ACCURACY OR ADEQUACY OF THE STATEMENTS CONTAINED
HEREIN.

SEE ARTICLE VIII OF THIS DISCLOSURE STATEMENT, ENTITLED “CERTAIN
RISK FACTORS TO BE CONSIDERED PRIOR TO VOTING,” FOR A DISCUSSION OF
CERTAIN CONSIDERATIONS IN CONNECTION WITH A DECISION BY A HOLDER OF
AN IMPAIRED CLAIM TO ACCEPT THE PLAN.

il
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ARTICLE I

INTRODUCTION
A. Purpose of the Disclosure Statement

On September 15, 2019 (the “Petition Date”), each of Purdue Pharma L.P. (“Purdue
Pharma” or “PPLP”), its general partner Purdue Pharma Inc. (“PPI”), and Purdue Pharma’s
wholly owned direct and indirect subsidiaries (collectively, the “Debtors”) filed a voluntary
petition for relief under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”)
in the United States Bankruptcy Court for the Southern District of New York (the “Bankruptcy
Court”). The Debtors’ chapter 11 cases are being jointly administered under the caption /n re
Purdue Pharma L.P., Case No. 19-23649 (the “Chapter 11 Cases”). The Debtors have
continued in possession of their property and have continued to operate and manage their
businesses as debtors in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy
Code. The Debtors submit this disclosure statement (as may be amended, altered, modified,
revised, or supplemented from time to time, the “Disclosure Statement”) in connection with the
solicitation of votes on the Joint Chapter 11 Plan of Purdue Pharma L.P. and Its Affiliated
Debtors, dated March 15, 2021 (the “Plan”), a copy of which is attached hereto as Appendix A.

The Debtors submit this Disclosure Statement pursuant to section 1125 of the Bankruptcy
Code to holders of Claims against and Interests in the Debtors in connection with (i) the
solicitation of acceptances of the Plan and (ii) a hearing to consider confirmation of the Plan.

The purpose of this Disclosure Statement is to describe the Plan and its provisions and to
provide adequate information, as required under section 1125 of the Bankruptcy Code, to holders
of Claims against the Debtors who will have the right to vote on the Plan so they can make
informed decisions in doing so. Holders entitled to vote to accept or reject the Plan will receive
a Ballot together with this Disclosure Statement to enable them to vote on the Plan.

This Disclosure Statement includes, among other things, information pertaining to the
Debtors’ pre-petition business operations and financial history, and the events leading up to the
Chapter 11 Cases. In addition, this Disclosure Statement includes an overview of the Plan
(which overview sets forth certain terms and provisions of the Plan), the effects of confirmation
of the Plan, certain risk factors associated with the Plan, and the manner in which distributions
will be made under the Plan. This Disclosure Statement also discusses the confirmation process
and the procedures for voting, which procedures must be followed by the holders of Claims
entitled to vote under the Plan in order for their votes to be counted.
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B. Executive Summary?

On the very first day of these Chapter 11 Cases, the Debtors committed to turn over all of
their assets for the benefit of their claimants and the American public, with the goal of directing
as much of the value of their assets as possible to combatting the opioid crisis in this country.
Today, the Debtors propose a Plan that delivers on this goal.

Under the Plan, the vast majority of the Debtors’ assets will be dedicated to programs to
abate the opioid crisis. Billions of dollars will flow into trusts established for the benefit of states
and localities, as well as other creditor groups such as Native American Tribes, hospitals, and
children with a history of Neonatal Abstinence Syndrome and their guardians. Each trust will
require that the funds be dedicated exclusively to opioid abatement efforts, and there will be
transparency to so ensure.

The Plan also significantly improves on the initial settlement framework that was in place
at the commencement of these Chapter 11 Cases, most notably by increasing the amount that
Purdue Pharma’s existing shareholders will be required to pay in the aggregate from $3.0 billion
to $4.5 billion. Of this sum, $225 million has been paid by the shareholders to satisfy their civil
settlement with the United States Department of Justice, leaving $4.275 billion for the creditors
in this bankruptcy case. This material improvement in the recovery from the shareholders
directly increases by $1.275 billion the amount of funds that can be directed towards abatement.

As for Purdue Pharma, it will cease to exist. On the Effective Date, the Debtors’
businesses will be transferred to a newly created company, which will be indirectly owned by
two of the opioid abatement trusts. No federal, state, or local governmental entity will own the
new company. The new company will be a private company, will be required to operate in a
responsible and sustainable manner, and will be subject to the same laws and regulations as any
other pharmaceutical company. The new company will, however, be historic and unique because
its charter will require that it deploy its assets to address the opioid crisis in two ways. First, the
new company will continue the Debtors’ development of opioid overdose reversal and addiction
treatment medications, and will be authorized to deliver an unlimited amount of such
medications at cost when development is complete. Second, this new company will continue to
grow the Debtors’ non-opioid businesses, including developing its robust and diversified pipeline
of non-opioid investigative candidates that have the potential to address several serious medical
conditions, with resulting improvements in the value of the business benefiting the relevant
opioid abatement trusts.

As a result of the improvements to the settlement framework, it is expected that
approximately $5 billion in value will be provided to trusts, each with a mission to fund
abatement of the opioid crisis. An additional $700 to $750 million will be provided to a trust
that will make distributions to qualified personal injury claimants.

2 Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to such terms in the
Chapter 11 Plan for Purdue Pharma L.P. and Its Affiliated Debtors (including all exhibits and schedules attached
thereto, and as may be amended, altered, modified, or supplemented from time to time, the “Plan”); provided, that
capitalized terms used herein that are not defined herein or in the Plan, but are defined in the title 11 of the United
States Code (the “Bankruptcy Code”) or the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”),
shall have the meanings ascribed to such terms in the Bankruptcy Code or the Bankruptcy Rules, as applicable.

2
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The Plan is supported by a litany of the Debtors’ creditor constituencies who recommend
that eligible Claimholders vote to accept the Plan. The negotiations leading up the proposal of
this widely supported Plan and the key terms of the Plan are summarized below.

The Debtors are pharmaceutical companies that manufacture, sell, or distribute, among
other products, extended-release, long-acting, abuse-deterrent opioid pain medications. The
marketing and sale of OxyContin® Extended-Release Tablets (“OxyContin”), Purdue Pharma’s
most prominent pain medication, and certain of the Debtors’ other pain medications has been the
target of more than 2,900 civil actions pending in various state and federal courts and other fora
across the United States and its territories (the “Pending Actions”). These Pending Actions
name as defendants Purdue Pharma and certain of the other Debtors (the “Defendant Debtors™),
among other parties, and generally allege that the Defendant Debtors falsely and deceptively
marketed OxyContin and other opioid pain medications. In addition to the Pending Actions, the
Debtors were subject to investigation by multiple components of the United States Department
of Justice (the “DOJ”) since at least June 2016. Specifically, beginning in the summer of 2016,
certain United States Attorney’s Offices and components of the DOJ served subpoenas and other
requests for documents and information on Purdue Pharma related to topics including but not
limited to Purdue Pharma’s opioid medications, including OxyContin, the Debtors’ monitoring
programs, payments to professionals, marketing practices, and other matters.

The Debtors commenced these Chapter 11 Cases because Chapter 11 provided the only
framework for halting the destruction of value and unsustainable runaway costs associated with
the Pending Actions, centralizing all of the claims against the Defendant Debtors, resolving the
litigations rationally and efficiently, and maximizing the value of the Debtors’ Estates for the
benefit of their stakeholders and the American public. Litigation of thousands of Pending
Actions to judgment and through appeals in the civil court system would have resulted in the
financial and operational destruction of the Debtors and the immense value that they could
otherwise provide, while squandering hundreds of millions of dollars on lawyers’ and other
professionals’ fees. Pre-bankruptcy, professionals’ fees relating to litigation and government
investigations were accruing at an average rate of over $2 million per week, and that was before
a single trial against Purdue had commenced.

Shortly before the Petition Date, after more than a year of intense negotiations, the
Debtors, their ultimate owners (trusts for the benefit of members of the Raymond Sackler family
and Mortimer Sackler family (the “Sackler Families™)), and a critical mass of important plaintiff
constituencies reached an agreement in principle on the structure of a global resolution of the
Pending Actions (the “Settlement Framework”). The Settlement Framework had three key
basic components. As part of a resolution of the litigation: (1) Purdue Pharma’s existing
shareholders would relinquish all of their equity interests in the Debtors and consent to the
transfer of all of the Debtors’ assets to a trust or similar post-emergence structure for the benefit
of claimants and the U.S. public, “free and clear” of liabilities to the fullest extent permitted by
law; (2) Purdue Pharma’s existing shareholders would engage in a sale process for their ex-U.S.
pharmaceutical companies; and (3) Purdue Pharma’s existing shareholders would contribute at
least an additional $3 billion over seven years (in addition to 100% of the value of all 24
Debtors), with the hope of substantial further contemplated contributions from the sales of their
ex-U.S. pharmaceutical businesses. See Article IIL.F for a further description of the Settlement
Framework.
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The Settlement Framework, however, was far from a final settlement. Indeed, the Debtors
made clear on multiple occasions that the Settlement Framework left many items to be
negotiated and resolved. The Debtors, together with the Creditors’ Committee, the Ad Hoc
Committee of Governmental and Other Contingent Litigation Claimants (the “AHC”), the Ad
Hoc Group of Non-Consenting States (the “NCSG”) and the Multi-State Governmental Entity
Group (the “MSGE” and, together with the AHC and the NCSG, the “Non-Federal Public
Claimants”), worked tirelessly for more than a year continuing to negotiate improved settlement
terms that could be supported by a greater number of significant creditors. The negotiations
included a Mediation lasting months that took place in two phases. The first phase of Mediation
concerned how the value of the Debtors’ Estates should be allocated among creditor
constituencies, while the second primarily concerned settlement of the Debtors’ causes of action
against the Sackler Families.

The first phase of Mediation resulted not only in an agreement on allocation of estate
resources among major creditor constituencies, but also an extraordinary commitment from the
states, territories, tribes, municipalities and other governmental units, treatment providers, third-
party payors and insurance carriers and legal guardians of children born with neonatal abstinence
syndrome to accept distributions in the form of funding for programs designed to abate the
opioid crisis (distributions to holders of PI Claims will not be subject to such provision). Under
the structure agreed to in the first phase of Mediation, which is embodied in the Plan, funds
created for the benefit of each group associated with the Private Claimants® will receive fixed
cash distributions over time,* with varying values and time periods for each such group,
including a fund of between $700 million and $750 million to make distributions to holders of PI
Claims. See Article III.LR for additional information. Residual value after satisfying other
obligations under the Plan will be distributed through two newly established national opioid
abatement trusts, the National Opioid Abatement Trust (the “NOAT”) and the Tribe Trust,’ on
account of the Non-Federal Domestic Governmental Claims and Tribe Claims, respectively. All
value distributed to NOAT and the Tribe Trust will be exclusively dedicated to programs
designed to abate the opioid crisis and for no other purpose (other than to fund administration of
the programs themselves and to pay fees and costs). The Debtors believe that funding these
dedicated abatement funds, while allocating significant value for distribution to holders of PI
Claims, is in the best interest of creditors and of the American public.

While the Mediation was ongoing, the Debtors also reached a settlement with the United
States. On November 18, 2020, the Bankruptcy Court approved PPLP entering into: (i) a plea
agreement (the “Plea Agreement”) by and among PPLP and the United States®; and (ii) a civil

3 The Private Claimants, as referred to in the Mediators’ Report [D.I. 1716] (the “Mediators’ Report”), consist of
(1) personal injury claimants, including guardian claimants asserting claims on behalf of minors with NAS due to
exposure to opioids in utero, (ii) claimants comprising a putative class of NAS children seeking medical monitoring
funding, (iii) hospitals, (iv) private health insurance carrier plaintiffs and third party payors and (iv) purchasers of
private health insurance.

4 The Debtors will make a $6.5 million donation (less attorneys’ fees) to the Truth Initiative Foundation in
satisfaction of the Ratepayer Claims.

5 The Tribe Trust refers to one or more trusts, limited liability companies or other Persons to be established in
accordance with Section 5.7 of the Plan.

¢ Acting through the United States Attorney’s Office for the District of New Jersey (the “NJ USAQ”), the United
States Attorney’s Office for the District of Vermont (“VT USAQ”), and the United States Department of Justice,
Civil Division, Consumer Protection Branch.
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settlement agreement by and between PPLP and the United States (the “Civil Settlement,” and
together with the Plea Agreement, the “DOJ Resolution”). On November 24, 2020, in
accordance with the terms of the DOJ Resolution, PPLP pled guilty in the United States District
Court for the District of New Jersey (the “New Jersey District Court”) to an information
charging it with three felony offenses: one count charging a dual-object conspiracy to defraud the
United States and to violate the Food, Drug, and Cosmetic Act, and two counts charging
conspiracy to violate the Federal Anti-Kickback Statute. Consistent with the terms of the Plea
Agreement, the New Jersey District Court’s consideration of the Plea Agreement has been
deferred to the sentencing hearing, which will occur following confirmation of the Debtors’ Plan.
If the Plea Agreement is accepted by the New Jersey District Court at the sentencing hearing, the
DOJ Resolution will fully resolve the United States’ civil and criminal investigations into the
Debtors’ past practices related to the production, sale, marketing and distribution of opioid
products. Pursuant to the Plea Agreement, among other things, the Debtors and the United States
agreed to a criminal forfeiture judgment in the amount of $2 billion (the “Forfeiture Judgment”)
that will be entered after confirmation of the Chapter 11 Plan and upon the New Jersey District
Court’s acceptance of the Plea Agreement, and will be deemed to have the status of an allowed
superpriority administrative expense claim against PPLP.

Critically, the United States further agreed to provide a credit offsetting the Forfeiture
Judgment (the “Forfeiture Judgment Credit”) of up to $1.775 billion for value distributed or
otherwise conferred by Purdue Pharma under the Plan in respect of claims asserted by state,
tribal, or local government entities, provided that the Plan provides for the emergence of a public
benefit company (or entity with a similar mission) and certain other terms and conditions as
described in more detail in the Plea Agreement. The Forfeiture Judgment Credit therefore helps
maximize the amount of value that can be dedicated to abatement purposes. Distribution of the
value from the Debtors’ Estates, which is estimated at more than $4 billion, to NOAT and the
Tribe Trust to fund abatement programs under the Plan will satisfy the first primary requirement
to realize the Forfeiture Judgment Credit. The transfer of the Debtors’ business to NewCo,
which is described in more detail below, will satisfy the second primary requirement.
Accordingly, the Plan contemplates that the Debtors will be able to utilize the full amount of the
Forfeiture Judgment Credit. See Article II1.U for a further description of the DOJ Resolution.

Prior to and continuing during and after the second phase of Mediation, which primarily
concerned causes of action against the Sackler Families, the Special Committee of the Debtors’
Board of Directors, with the advice of legal and financial advisors, conducted a searching and
exacting review of their claims against the Sackler Families and related entities (See Article I1E.2
below). The purpose of this comprehensive investigation was to enable the Debtors to continue
to negotiate the terms of any final settlement with the Sackler Families and to determine whether
proposed settlement terms would fall within the range of reasonableness and would satisfy the
standards for approval of settlements in bankruptcy cases, including weighing the value of
potential estate claims, the possibility of success on those claims (including the strength of any
defenses), the need for protracted litigation with its attendant expense, uncertainty,
inconvenience, and delay, and the challenges of collecting on a potential judgment, among other
things, against the settlement’s immediate and future benefits.

In the second phase of Mediation, the Debtors, the Creditors Committee, the AHC, the
MSGE and the NCSG negotiated with representatives of the Sackler Families regarding a
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potential resolution of the causes of action against the Sackler Families. These efforts resulted in
material improvements to the terms of the initial Settlement Framework. Specifically, the
amount that the Sackler Families will be required to pay in the aggregate has increased from $3
billion under the initial Settlement Framework to $4.5 billion, consisting of $4.275 billion that
will be paid under the Plan and $225 million that has been paid by the Sackler Families to satisfy
their civil settlement with the United States Department of Justice. The principal consideration
for such payments required under the Plan are the release and injunction provisions with respect
to specified parties associated with the Sackler Families provided for under the Plan. See Article
III.X below and the term sheet setting forth the principal terms of the agreement with the Sackler
Families attached hereto as Appendix G for a more detailed description of the terms of this
settlement.

Finally, PPLP will not emerge from Chapter 11. Instead, as noted above, substantially all
of the Debtors’ non-cash assets (other than certain causes of action and insurance rights),
including direct or indirect interests in PPLP’s subsidiaries as separate legal entities except as
otherwise provided by or permitted in the Plan, and approximately $200 million of cash will be
transferred directly or indirectly to NewCo, a newly formed limited liability company under
Delaware law as described in more detail in Section 5.4 of the Plan. NewCo will be indirectly
owned by NOAT and the Tribe Trust, and the net value generated by NewCo will ultimately be
directed to abating the opioid crisis. There will also be a guarantee by NewCo in favor of the
Master Disbursement Trust as described in more detail in Section 5.2 of the Plan.

NewCo will be required to be operated in a responsible and sustainable manner,
balancing: (i) the interests of its stakeholders to fund and provide abatement of the opioid crisis;
(i1) effective deployment of its assets to address the opioid crisis; and (iii) the interests of those
materially affected by its conduct. As a result, NewCo will operate in an accountable manner
with nearly all of the net value that it generates ultimately being used to abate the opioid crisis.
The NewCo Managers—who will effectively function as a board of directors for the new
company—will initially be selected by the Ad Hoc Committee, and acceptable to the MSGE
Group, in consultation with the Debtors and the Creditors’ Committee, and pursuant to a
selection process that is reasonably acceptable to the Debtors; provided that the DOJ shall have
the right, in its discretion, to observe such selection process.” The initial NewCo Managers must
all be disinterested and independent, and any replacement NewCo Managers will be selected by
the disinterested managers of TopCo, a newly created company that will hold the equity interests
and voting rights in NewCo. Additional information about the high-level governance structure
of NewCo and TopCo is set forth in the NewCo/TopCo Governance Term Sheet attached hereto
as Appendix F. The NewCo and TopCo organizational documents and identity of the initial
NewCo Managers and initial TopCo Managers will be included in the Plan Supplement. The
Sackler Families will have no role in the selection of the NewCo Managers or in any other aspect
of NewCo’s governance or operations.

In sum, the cornerstone of the Plan is the recognition by most of the core stakeholder
groups that more resources are urgently needed to combat the opioid crisis afflicting the United

7 If determined to be necessary by the Ad Hoc Committee, and acceptable to the MSGE Group, NewCo may retain
one or more of the four independent directors on PPLP’s Special Committee for a period of time to serve as interim
directors of NewCo to allow for a period of transition and onboarding of NewCo Managers.

6
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States. The Plan enjoys broad support from most of the Debtors’ significant creditor groups.
This level of consensus is extraordinary, given the nature of the litigation against the Defendant
Debtors and the heterogeneous views on fundamental settlement and allocation issues held over
time by the various supporting stakeholders.

THE DEBTORS, [THE AD HOC COMMITTEE,]® THE MSGE, THE NATIVE AMERICAN
TRIBES GROUP, THE AD HOC GROUP OF INDIVIDUAL VICTIMS, [THE AD HOC
GROUP OF HOSPITALS,]° THE THIRD-PARTY PAYOR GROUP, THE RATEPAYER
MEDIATION PARTICIPANTS AND [THE NAS COMMITTEE] (COLLECTIVELY, THE
“SUPPORTING CLAIMANTS” SUPPORT CONFIRMATION OF THE PLAN AND URGE
ALL HOLDERS OF CLAIMS ENTITLED TO VOTE ON THE PLAN TO VOTE TO ACCEPT
THE PLAN. THE SUPPORTING CLAIMANTS BELIEVE THAT THE PLAN PROVIDES
THE HIGHEST AND BEST RECOVERY FOR ALL CREDITORS AND IS IN THE BEST
INTERESTS OF STAKEHOLDERS OF THE DEBTORS.

DOJ Statement Regarding Confirmation of the Plan

The Department of Justice has confirmed that, subject to resolution of the treatment of
the general unsecured Claims of the Federal Government and agreement on acceptable operating
principles and covenants for NewCo, the Plan (i) is consistent with the civil settlement
agreement by and between PPLP and the United States and the plea agreement by and among
PPLP and the United States that collectively constitute the DOJ Resolution and (ii) satisfies the
two conditions precedent to the realization of the full $1.775 billion Forfeiture Judgment
Credit—because the Plan provides for (1) the emergence of a public benefit company (or entity
with a similar mission), and (2) at least $1.775 billion of value to be distributed or otherwise
conferred by Purdue Pharma under the Plan in respect of claims asserted by state, tribal, or local
government entities.

Creditors’ Committee Statement Regarding Confirmation of the Plan

As the statutory fiduciary for all unsecured creditors in these cases, the Creditors’
Committee is generally supportive of (i) most of the economic allocations agreed to during Phase
I of Mediation and (ii) the primary economic terms of the agreement in principle reached with
the Shareholders in Phase II of Mediation. The terms of the Phase I economic allocation
agreements and the Phase II agreement in principle are generally reflected and incorporated into
the Plan (and, with regard to the Shareholders, the Term Sheet).

8 The Ad Hoc Committee’s status as a Supporting Claimant is conditioned upon an acceptable resolution with
respect to the following issues (as determined by the Ad Hoc Committee in its sole discretion): (1) the treatment of
the general unsecured Claims of the Federal Government; (2) the amounts and payment of professional fees of the
Private Claimant Groups; (3) the Persons to be included on the Schedule of Excluded Parties; (4) the terms of the PI
Trust Distribution Procedures; (5) all other conditions of the Private Claimant Group settlement term sheets as
agreed in phase I of the Mediation, and (6) all other open items in the Plan.

® The Ad Hoc Group of Hospital’s status as a Supporting Claimant is conditioned upon an acceptable resolution
with respect to certain issues that remain under discussion.

7
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Notwithstanding the foregoing, and in addition to the continuing negotiations regarding
the agreement in principle with the Shareholders, the Plan also reflects numerous unresolved
issues (some of which have been unresolved since September), which are the subject of ongoing
negotiations among multiple parties in interest, including the Creditors’ Committee. These issues
include, but are not limited to, the following:

1. Assurances, guarantees, and mechanics with regard to payment of the Private Entity
Settlements;

2. Governance of the Master Distribution Trust;
3. The scope of releases and Excluded Parties;

4. Specific issues regarding the so-called settlements between the Private Entities and
holders of Non-Federal Domestic Governmental Claims that were not finalized
during Phase I of Mediation (as well as the fact that Phase I of the Mediation did not
result in any settlements among certain parties);

5. Voting and provisional class treatment for certain classes of Claimants.
As such, the UCC does not support all aspects of the Plan in its current form.

Over the coming weeks, the Creditors’ Committee expects to continue negotiations with
all parties regarding these and various other issues, including, among other things, the terms of
the Shareholder Settlement. The Creditors’ Committee also hopes (and believes many parties
do as well) that the NCSG will join such negotiations and, if possible, be part of an overall and
comprehensive resolution. The Creditors’” Committee will provide further detail and an updated
position in the solicitation version of the Disclosure Statement as and when it is approved. The
Creditors’ Committee is hopeful that ongoing negotiations will be successful and that the
Creditors’ Committee will be in a position to support the Plan in its entirety at such time.

C. Summary of Classification and Treatment of Claims and Interests in the Debtors

The Plan is being proposed as a joint plan of reorganization of the Debtors for
administrative purposes only, and constitutes a separate chapter 11 plan of reorganization for
each Debtor. The Plan groups the Debtors together solely for purposes of describing treatment
under the Plan, confirmation of the Plan and making distributions (‘“Plan Distributions”) in
respect of Claims against and/or Interests in the Debtors under the Plan. Such groupings shall
not affect any Debtor’s status as a separate legal entity, change the organizational structure of the
Debtors’ business enterprise, constitute a change of control of any Debtor for any purpose, cause
a merger or consolidation of any legal entities, nor cause the transfer of any assets or the
assumption of any liabilities; and, except as otherwise provided by or permitted in the Plan, all
Debtors shall continue to exist as separate legal entities.

Over 614,000 Proofs of Claim were filed in these Chapter 11 Cases by the July 30, 2020
General Bar Date. More than 550,000 of those Proofs of Claim, approximately 90% of the total,
did not state a claim amount. The approximately 10% of the Proofs of Claim that did state an
amount asserted, in the aggregate, claims of over $140 trillion. Even if the single proof of claim
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asserting $100 trillion in damages is excluded, the approximately 10% of Proofs of Claim that
state claim amounts assert, in the aggregate, claims of over $40 trillion. For comparison, the
gross domestic product of the United States for 2020 is estimated at approximately $20.93
trillion, ' and the gross domestic product of the entire world for 2019 is estimated at
approximately $87.80 trillion.!!

The vast majority of the filed Proofs of Claim assert unsecured opioid litigation claims,
including the claims in the following classes: Non-Federal Domestic Governmental Claims
(Class 4); Tribe Claims (Class 5); Hospital Claims (Class 6); Third-Party Payor Claims (Class 7);
Ratepayer Claims (Class 8); NAS Monitoring Claims (Class 9); and PI Claims (Class 10). Many
of the opioid litigation claims against the Debtors are based upon novel or untested legal theories.
In addition to the legal uncertainties, the value of any opioid litigation claim will depend greatly
on the facts and circumstances of the claim, and a number of highly particularized judgments
about the quantum of economic and non-economic damages that the claimant has incurred and
that are compensable under applicable law. The information necessary to determine these
amounts is also generally not available from the Proofs of Claim, and, in litigation, would be
learned through fact and expert discovery. Any estimate of the aggregate value of opioid
litigation claims, and any estimate of the aggregate percentage recovery of a class of opioid
litigation claims, would be so uncertain as not to provide claimants with information useful to
make judgments about the proposed Plan.

The categories of Claims and Interests listed below classify Claims and Interests for all
purposes, including voting, confirmation, and distribution pursuant to the Plan and pursuant to
sections 1122 and 1123(a)(1) of the Bankruptcy Code. For a summary of the treatment of each
Class of Claims and Interests, see the description below and “Summary of the Plan” in Article IV.

Class Type of Claim Impairment | Entitled to
or Interest Vote
Class 1 Secured Claims | Unimpaired | No
(Presumed
to Accept)
Class 2 Other Priority Unimpaired | No
Claims (Presumed
to Accept)
Class 3 Federal Impaired Yes
Government
Unsecured
Claims
Class 4 Non-Federal Impaired Yes
Domestic
Governmental
Claims

10 Gross Domestic Product, Fourth Quarter and Year 2020 (Second Estimate), BEA 21-06, U.S. Department of
Commerce, Bureau of Economic Analysis (Feb. 25, 2021).
11 GDP (current US$) (NY.GDP.MKTP.CD), World Bank (Feb. 28, 2021).

9
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Class Type of Claim | Impairment |Entitled to
or Interest Vote
Class 5 Tribe Claims Impaired Yes
Class 6 Hospital Claims | Impaired Yes
Class 7 Third-Party Impaired Yes
Payor Claims
Class 8 Ratepayer Impaired Yes
Claims
Class 9 NAS Monitoring | Impaired Yes
Claims
Class 10 PI Claims Impaired Yes
Class 11(a) Avrio General Unimpaired | No
Unsecured (Presumed
Claims to Accept)
Class 11(b) Adlon General Unimpaired | No
Unsecured (Presumed
Claims to Accept)
Class 11(c) Other General Impaired Yes
Unsecured
Claims
Class 12 Intercompany Unimpaired | No
Claims or Impaired | (Presumed
to Accept
or Deemed
to Reject)
Class 13 Co-Defendant Impaired No
Claims (Deemed to
Reject)
Class 14 Other Impaired No
Subordinated (Deemed to
Claims Reject)
Class 15 PPLP Interests Impaired No
(Deemed to
Reject)
Class 16 PPI Interests Impaired No
(Deemed to
Reject)

10
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Class Type of Claim | Impairment |Entitled to
or Interest Vote
Class 17 Intercompany Unimpaired No
Interests or Impaired (Presumed
to Accept
or Deemed
to Reject)

If a controversy arises regarding whether any Claim is properly classified under the Plan,
the Bankruptcy Court shall, upon proper motion and notice, determine such controversy at the
Confirmation Hearing. If the Bankruptcy Court finds that the classification of any Claim is
improper, then such Claim shall be reclassified and the Ballot previously cast by the holder of
such Claim shall be counted in, and the Claim shall receive the treatment prescribed in, the Class
in which the Bankruptcy Court determines such Claim should have been classified, without the
necessity of resoliciting any votes on the Plan.

For the reasons described above, a traditional recovery percentage for each Class is not
provided. The number of claims in and aggregate treatment provided to certain Classes is
summarized below. This summary does not take into account the timing of such distributions or
other important factors and does not describe procedures for making distributions to individual
claimants. This summary is qualified in its entirety by the more detailed description provided in
the “Summary of the Plan” in Article IV, which sets forth in detail the treatment for certain
Classes and the procedures by which the aggregate value provided for a certain Class will be
distributed on account of claims in that Class.

Class Type of Claim | Approximate |Aggregate Treatment
or Interest Number of
Timely Filed
Proofs of
Claim
Class 3 Federal 6 The Allowed Other Federal Agency
Government Claims shall receive treatment in a
Unsecured manner and amount agreed by the
Claims Debtors and the DOJ, and the DOJ
Civil Claim and the DOJ Criminal
Fine Claim shall receive treatment
in accordance with the DOJ 9019
Order and the DOJ Resolution.
Class 4 | Non-Federal 7,607 Approximately $4.0 billion in
Domestic estimated cash distributions to
Governmental NOAT over time (excluding
Claims potential proceeds of insurance
claims and any release of restricted
cash)

11
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Class Type of Claim | Approximate |Aggregate Treatment
or Interest Number of
Timely Filed
Proofs of
Claim
Class 5 Tribe Claims 400 Approximately $141 million in
estimated cash distributions to the
Tribe Trust over time (excluding
potential proceeds of insurance
claims and any release of restricted
cash)
Class 6 Hospital Claims | 1,178 $250 million in funding of Hospital
Trust
Class 7 Third-Party 467,102 $365 million in funding of TPP
Payor Claims Trust
Class 8 | Ratepayer 31 $6.5 million (less attorneys’ fees)
Claims Truth Initiative Contribution
Class9 | NAS 3,439 $60 million in funding of NAS
Monitoring Monitoring Trust
Claims
Class 10 | PI Claims 134,718 $700 million to $750 million in
funding of PI Trust
Class Other General 773 $15 million in aggregate Other
11(c) Unsecured General Unsecured Claim Cash
Claims

D. The DOJ Resolution, Settlements with the Private Claimant Groups and
Shareholder Contribution Are Interdependent and Vastly Superior to Potential
Alternatives

The Debtors and their key stakeholders have spent more than two years, at significant
expense, to reach the point of proposing a highly negotiated Plan that will put the Debtors’ assets
and $4.275 billion from the Sackler Families to work abating the opioid crisis. The
extraordinary benefits of the proposed Plan are further highlighted by the immensely value-
destructive nature of the alternatives to this Plan, which are described below.

Absent the DOJ Resolution, the Debtors would face enormous and potentially
catastrophic litigation, prosecution, and possible exclusion from healthcare programs
administered by the federal government. If the United States were to prevail in a criminal
prosecution of the Debtors, it is likely that any convicted party would be excluded from
participating in federal healthcare programs. Additionally, the consequences of the United States
prevailing could potentially include a $6.2 billion or more non-dischargeable criminal fine and/or

12
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a criminal forfeiture judgment of $3.5 billion. The DOJ also asserted a substantial claim for civil
liability, which the DOJ asserted was non-dischargeable, totaling $2.8 billion or more in
damages, which could be trebled to $8.4 billion, plus penalties, as well as claims for civil
forfeiture. Accordingly, the DOJ’s claims and the likely massive costs associated with litigation
against the DOJ had the potential to wipe out all of the value of the Debtors’ Estates—and still
do if the conditions to the DOJ Resolution are not met. Preserving the DOJ Resolution should
therefore be of paramount importance to all stakeholders.

The resolution with the Non-Federal Public Claimants embodied in the Plan is critical to
preserving and realizing the full benefit of the DOJ Resolution. As explained above, if less than
$1.775 billion of value is provided under the Plan in respect of claims asserted by state, tribal, or
local government entities, then there is a dollar-for-dollar increase in the amount of the $2 billion
Forfeiture Judgment that must be satisfied in cash rather than through the Forfeiture Judgement
Credit, leaving less available for distribution to other creditors. In addition, the Forfeiture
Judgment Credit is conditioned on confirmation of a plan of reorganization that provides for the
emergence of a public benefit company or entity with a similar mission. Accordingly, under the
terms of the Plea Agreement, any alternative structure that does not provide for emergence of a
public benefit company or entity with a similar mission would reduce the amount available for
distribution to other creditors by at least $1.775 billion. Moreover, additional amounts paid to
the DOJ in this scenario would be directed to the DOJ Asset Forfeiture Fund, rather than
designated to fund the fight against the opioid crisis.

Preserving the resolutions reached with the Private Claimants in the Mediation (the
“Private-Side Resolutions”) is likewise critical. If the Debtors were to become unable to satisfy
the terms of the Private-Side Resolutions, these bankruptcy proceedings would undoubtedly
devolve into an unmitigated and value-destructive tempest, with the various Private Claimant
groups vigorously disputing the claims of the Non-Federal Public Claimants, the United States
and other Private Claimant groups, and each of those groups compelled to respond in kind
against each of the other groups. The litigation of the complex issues presented by the claims of
the Non-Federal Public Claimants and each of the Private Claimant groups, particularly in light
of the large number of parties in interest who would be expected to participate with varying goals,
would be protracted and incredibly costly. There can be no assurance that the claims of the Non-
Federal Public Claimants would ultimately be allowed in a particular amount or at all at the
eventual conclusion of such litigation. Accordingly, if the Private-Side Resolutions are not
preserved, then confirmation of the Plan would be at the very least massively delayed, and, if the
outcome of the litigation with the Private Claimants were to preclude providing at least $1.775
billion in respect of claims asserted by state, tribal, or local government entities or emergence of
a public benefit company or entity with a similar mission, then the Forfeiture Judgement Credit
would be reduced or entirely unavailable, requiring the Debtors to satisfy the $2 billion
Forfeiture Judgment in cash. That is a judgment that the Debtors could not satisfy in full, and
other creditors would be at risk of receiving no recovery.

The Debtor’s Plan, by contrast, facilitates a fair and equitable distribution of funds with
certainty regarding the timing of payments. The $4.5 billion in the aggregate paid by Purdue
Pharma’s shareholders under the settlement embodied in the Plan and their settlement with the
DOJ ensures that there will be sufficient funds to meet the terms of the various public and private
settlements. As explained above, the DOJ Resolution will require the Debtors to make $2.0

13
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billion in distributions in respect of the Forfeiture Judgment in one form or another (given that
the total amount of the Forfeiture Judgment must be either paid to the DOJ Asset Forfeiture Fund
or conferred on the Non-Federal Claimants in a manner that allows the Debtors to realize the
Forfeiture Judgment Credit) before any payments can be made to holders of unsecured claims,
while the Private-Side Resolutions will require the Debtors to make a total of approximately $1.4
billion in distributions. There would be substantial execution risk associated with any structure
intended to allow the Debtors to satisfy the Private-Side Resolutions, the DOJ Resolution and the
resolution with the Non-Federal Public Claimants without the funding provided under the
settlement with Purdue Pharma’s shareholders. Accordingly, the contribution required under
such settlement ensures that these Chapter 11 Cases will not collapse into the quagmire of
expensive litigation and years of delay that would result if the Debtors cannot meet the terms of
the Private-Side Resolutions, the DOJ Resolution, or the resolution with the Non-Federal Public
Claimants, which are all embodied in the Plan.

The Debtors carefully considered emergence alternatives to raise funds, including assets
sales or a sale of the entire company. While a limited portion of the Debtors’ assets could
potentially be marketed if necessary and value-maximizing, the Debtors, with the assistance of
their advisors, including PJT, determined that a sale of the Debtors’ business would not be value
maximizing or otherwise optimal at this time.

As described in more detail in Article III.M below, the Debtors were approached by one
potential purchaser that expressed an interest in acquiring a majority of the Debtors’ business,
but despite diligent and extensive engagement, the Debtors never received an actionable proposal.
Moreover, the Debtors, with the assistance of PJT, assessed the prospects for selling the Debtors’
business and concluded that multiple factors weighed against pursuing a sale during the Chapter
11 Cases, including, without limitation, the fact that the revenue streams associated with the
Debtors’ opioid businesses were likely to be heavily discounted by potential purchasers and that
the Debtors’ pipeline of investments have not yet reached the stage at which they would
traditionally be marketed by a typical pharmaceutical company and therefore are unlikely to be
adequately valued by a purchaser. In any event, under the terms of the DOJ Resolution, such a
sale would have resulted in the unavailability of the $1.775 billion Forfeiture Judgment Credit
and required PPLP to satisfy the entire Forfeiture Judgment in cash. Transferring the Debtors’
business to NewCo is therefore both value maximizing with respect to the business itself and
with respect to best realizing the Forfeiture Judgment Credit by making the residual value of the
business available to the Non-Federal Public Claimants to fund abatement programs.

Accordingly, each of the major compromises embodied in the Plan is necessary for a
successful resolution of these Chapter 11 Cases, while a failure of the Plan is likely to result in a
scenario that is, or is not materially better than, the outcome described in the Liquidation
Analysis, involving years of delay, billions of dollars less in available value, and a foregone
ability to use billions of dollars to abate the opioid crisis. The Debtors, like the Supporting
Claimants, therefore strongly urge all eligible holders of impaired Claims to vote to accept the
Plan.

14
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E. Channeling Injunction'?

In order to supplement the injunctive effect of the Plan Injunction set forth in Section
10.5 of the Plan and the Releases set forth in Section 10.6 of the Plan for Non-Federal Domestic
Governmental Claims, Tribe Claims, Hospital Claims, Third-Party Payor Claims, NAS
Monitoring Claims, PI Claims and, in each case, all Released Claims and Shareholder Released
Claims arising out of or related to any of the foregoing Claims (collectively, the “Channeled
Claims”), the Plan provides for the Channeling Injunction to take effect as of the Effective Date
to permanently channel all Channeled Claims against the Released Parties to the Creditor Trusts,
which will forever stay, restrain, and enjoin all Persons that have held or asserted, or that hold or
assert, any Channeled Claims arising out of or related thereto from taking any action to directly
or indirectly collect, recover, or receive payment, satisfaction, or recovery from any such
Released Party. All Channeled Claims arising out of or related thereto will be released and bar
recovery or any action against the Released Parties for or in respect of all Channeled Claims. In
other words, all Channeled Claims arising out of or related thereto may be asserted only and
exclusively against the Creditor Trusts and only to the extent of the right to treatment therefrom
afforded under the Plan.

Accordingly, the Channeling Injunction provides for a resolution process administered
pursuant to the Plan in an attempt to provide final, fair, and efficient resolution of Channeled
Claims against the Debtors and Released Claims arising out of or related thereto. The
Channeling Injunction would eliminate the need for prolonged and extremely expensive court
involvement. The Plan provides for payment to holders of PI Claims that qualify for payment
pursuant to the PI Trust Documents and for treatment of Non-Federal Domestic Governmental
Claims, Tribe Claims, Hospital Claims, Third-Party Payor Claims and NAS Monitoring Claims
by means of Abatement Distributions made by the respective Abatement Trusts in accordance
with the applicable Abatement Trust Documents.

F. Releases!?
1. Debtors’ Releases

A key component of the Debtors’ Plan is the releases granted to the Debtors in
consideration for their contributions to the Estates both prior to and after the Petition Date, which
are provided for in Section 10.6(a) of the Plan. The parties being released by the Debtors
through standard “debtor releases” include, collectively, (i)the Debtors, (ii)the Plan
Administration Trust, (iii) NewCo, (iv) TopCo, (v) the Master Disbursement Trust, (vi) the
Creditor Trusts, (vii) with respect to each of the foregoing Entities in clauses (i) through (vi),
each of their Related Parties, and (viii) solely for purposes of the Releases by the Debtor in
Section 10.6(a) of the Plan, the Supporting Claimants, solely in their capacity as such; provided,
however, that, notwithstanding the foregoing or anything herein to the contrary, no Excluded
Party or Shareholder Released Party'# shall be a Released Party in any capacity or respect.

12" See footnote 14 regarding Shareholder Channeling Injunction.

13" See footnote 14 regarding Shareholder Releases.

4 The Shareholder Settlement, the release of claims and causes of action against the Shareholder Released Parties
by the Debtors and the Releasing Parties and the related injunctions (including the Shareholder Channeling
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Certain parties who are specifically excluded from such releases will be set forth in the
Plan Supplement.

2. Releases by Holders of Claims and Interests

In addition to ordinary and customary Debtor releases and exculpations, the Plan
provides that the Releasing Parties will be deemed to provide a full and complete discharge and
release to the Released Parties and their respective property and successors and assigns from any
and all Causes of Action whatsoever, whether known or unknown, asserted or unasserted,
derivative or direct, foreseen or unforeseen, existing or hereinafter arising, in law, equity, or
otherwise, whether for tort, fraud, contract, violations of federal or state securities laws, veil
piercing or alter-ego theories of liability, contribution, indemnification, joint liability, or
otherwise, arising from or related in any way to such Releasing Parties. The Releasing Parties
include, collectively, (i) the Supporting Claimants, solely in their respective capacities as such,
(i1) all Holders of Claims against or Interests in the Debtors and (iii) with respect to each of the
foregoing Entities in clauses (i) and (ii) and the Debtors, each of their Related Parties. Such
release is provided for in Section 10.6(b) of the Plan.

G. Confirmation of the Plan
1 Requirements

The requirements for confirmation of the Plan are set forth in section 1129 of the
Bankruptcy Code. The requirements for approval of the Disclosure Statement are set forth in
section 1125 of the Bankruptcy Code.

2. Approval of the Plan and Confirmation Hearing

To confirm the Plan, the Bankruptcy Court must hold a hearing to determine whether the
Plan meets the requirements of section 1129 of the Bankruptcy Code.

3. Treatment and Classification of Claims and Interests

Pursuant to sections 1122 and 1123 of the Bankruptcy Code, Claims and Interests are
classified for all purposes, including, without express or implied limitation, voting, confirmation,
and distribution pursuant to the Plan, as set forth herein. A Claim or Interest shall be deemed
classified in a particular Class only to the extent that the Claim or Interest qualifies within the
description of that Class, and shall be deemed classified in a different Class to the extent that any
remainder of such Claim or Interest qualifies within the description of such different Class. A
Claim or Interest is in a particular Class only to the extent that such Claim or Interest is Allowed
in that Class and has not been paid or otherwise satisfied prior to the Effective Date. Any Claim
or Interest that has been paid or satisfied, or any Claim or Interest that has been amended or

Injunction) are integral parts of the global settlement transactions reflected by the Plan. The terms of such releases
and injunctions are subject to ongoing negotiations among the Debtors, the Shareholder Released Parties, the Ad
Hoc Committee and the Creditors’ Committee. The Debtors anticipate filing an amended Plan incorporating such
releases upon the parties’ agreement to a definitive Shareholder Settlement Agreement prior to the hearing of the
Bankruptcy Court to consider entry of the Solicitation Procedures Order.
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superseded, may be adjusted or expunged on the official claims register without a claims
objection having to be filed and without any further notice to or action, order, or approval of the
Bankruptcy Court.

Except as otherwise specifically provided for in the Plan, the Confirmation Order, or
other order of the Bankruptcy Court, or as required by applicable non-bankruptcy law, in no
event shall any holder of an Allowed Claim be entitled to receive payments that in the aggregate
exceed the Allowed amount of such holder’s Claim. For the purpose of classification and
treatment under the Plan, any Claim in respect of which multiple Debtors are jointly liable shall
be treated as a separate Claim against each of the jointly liable Debtors.

4. Only Impaired Classes Vote

Pursuant to the provisions of the Bankruptcy Code, only classes of claims or interests that
are “impaired” (as defined in section 1124 of the Bankruptcy Code) under a plan may vote to
accept or reject such plan. Generally, a claim or interest is impaired under a plan if the
applicable holder’s legal, equitable, or contractual rights are modified under such plan. In
addition, if the holders of claims or interests in an impaired class do not receive or retain any
property under a plan on account of such claims or interests, such impaired class is deemed to
have rejected such plan under section 1126(g) of the Bankruptcy Code and, therefore, such
holders are not entitled to vote on such plan.

Under the Plan, holders of Claims in Classes 3, 4, 5, 6, 7, 8,9, 10 and 11(c) are impaired
and are entitled to vote on the Plan.

Under the Plan, holders of Claims and Interests in Classes 1, 2, 11(a) and 11(b) are
unimpaired and therefore, deemed to accept the Plan.

Under the Plan, holders of Claims and Interests in Classes 13, 14, 15 and 16 are impaired
and will not receive or retain any property under the Plan on account of their Claims or Interests
in such classes and, therefore, are (i) not entitled to vote on the Plan and (ii) deemed to reject the
Plan.

Under the Plan, holders of Claims and Interests in Classes 12 and 17 are either
conclusively presumed to have accepted the Plan or are deemed to have rejected the Plan.
Accordingly, such Holders are not entitled to vote to accept or reject the Plan.

ACCORDINGLY, A BALLOT FOR ACCEPTANCE OR REJECTION OF THE PLAN
IS BEING PROVIDED ONLY TO HOLDERS OF CLAIMS IN CLASSES 3,4, 5, 6,7, 8,9, 10
AND 11(C).

H. Voting Procedures and Voting Deadline

If you are entitled to vote to accept or reject the Plan, a Ballot is enclosed for the purpose
of voting on the Plan. To ensure your vote is counted, you must complete, date, sign, and
promptly mail the Ballot enclosed with the notice or complete your Ballot using the online portal
maintained by the solicitation agent (the “Solicitation Agent”), in each case indicating your
decision to accept or reject the Plan in the boxes provided.
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TO BE COUNTED, YOUR BALLOT INDICATING YOUR ACCEPTANCE OR
REJECTION OF THE PLAN MUST BE RECEIVED BY THE SOLICITATION AGENT NO
LATER THAN 4:00 P.M. (PREVAILING EASTERN TIME) ON JULY 14, 2021 (THE
“VOTING DEADLINE”).

In order for the Plan to be accepted by an impaired Class of Claims, a majority in number
and two-thirds in dollar amount of the Claims voting in such Class must vote to accept the Plan.
At least one Voting Class, excluding the votes of insiders, must actually vote to accept the Plan.

YOU ARE URGED TO COMPLETE, DATE, SIGN, AND PROMPTLY MAIL THE
BALLOT ENCLOSED WITH THE NOTICE OR COMPLETE YOUR BALLOT USING THE
ONLINE PORTAL MAINTAINED BY THE SOLICITATION AGENT. PLEASE BE SURE
TO COMPLETE THE BALLOT PROPERLY AND LEGIBLY AND TO IDENTIFY THE
EXACT AMOUNT OF YOUR CLAIM AND THE NAME OF THE HOLDER. IF YOU ARE
A HOLDER OF A CLAIM ENTITLED TO VOTE ON THE PLAN AND YOU DID NOT
RECEIVE A BALLOT, YOU RECEIVED A DAMAGED BALLOT, OR YOU LOST YOUR
BALLOT, OR IF YOU HAVE ANY QUESTIONS CONCERNING THE DISCLOSURE
STATEMENT, THE PLAN, OR PROCEDURES FOR VOTING ON THE PLAN, PLEASE
CONTACT THE SOLICITATION AGENT AT (844) 217-0912 (DOMESTIC TOLL-FREE)
OR (347) 859-8093 (IF CALLING FROM OUTSIDE THE U.S. OR CANADA) OR AT
PURDUEPHARMABALLOTS@PRIMECLERK.COM. THE SOLICITATION AGENT IS
NOT AUTHORIZED TO PROVIDE LEGAL ADVICE AND WILL NOT PROVIDE ANY
SUCH ADVICE.

| Disclosure Statement Enclosures

Accompanying this Disclosure Statement is a ballot (the “Ballot”) for voting to accept or
reject the Plan if you are the record holder of a Claim in a Class entitled to vote on the Plan (each,
a “Voting Class”™).

J. Confirmation Hearing

The Bankruptcy Court has scheduled a hearing to consider confirmation of the Plan (the
“Confirmation Hearing”). The Confirmation Hearing will take place on August 9, 2021 at
10:00 a.m. (prevailing Eastern Time). Parties in interest will have the opportunity to object to
the confirmation of the Plan at the Confirmation Hearing.

ARTICLE 11
GENERAL INFORMATION REGARDING THE DEBTORS
A. The Debtors’ Businesses, Structure, Management, and Employees
L Overview
The Debtors operate three main business segments through a number of operating

subsidiaries: a branded prescription medication business, a generic prescription medication
business, and an over-the-counter health and wellness business. The branded prescription
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medications business consists of both opioid and non-opioid medications, including investment
in a robust and diversified pipeline of non-opioid investigative candidates that have the potential
to address many serious medical conditions, as described in more detail below. In addition, as
part of their commitment to advancing meaningful solutions to the opioid crisis, the Debtors
continue to develop, and plan to distribute on a nonprofit basis, opioid overdose reversal and
addiction treatment medications (the “Public Health Initiative”).

Purdue Pharma L.P., a Delaware limited partnership headquartered in Stamford,
Connecticut, is the Debtors’ main operating entity. Purdue Pharma’s general partner is Purdue
Pharma Inc. Purdue Pharma also has 22 wholly owned operating and nonoperating subsidiaries
in the United States and the British Virgin Islands (“Purdue Subsidiaries”). An organizational
chart setting forth this corporate structure is provided in Appendix E. Purdue Pharma and its
direct and indirect subsidiaries other than the Rhodes Debtors (defined below) (the “Purdue
Debtors”) primarily operate a branded pharmaceuticals business, while Debtor Rhodes
Associates L.P. and its direct and indirect subsidiaries (the “Rhodes Debtors”) primarily
develop and distribute generic pharmaceutical products. The Debtors are managed by a single
board of directors and are wholly owned by the same ultimate owners: various trusts for the
benefit of the descendants of Mortimer and Raymond Sackler.

(1) Branded Prescription Medication Business

The Debtors’ branded prescription pharmaceutical business, operated by the Purdue
Debtors, consists of both opioid and non-opioid medications. The Debtors’ three principal
branded opioid medications are OxyContin®, Hysingla ER®, and Butrans®:

. OxyContin Extended-Release Tablets: OxyContin is a Schedule II extended-
release, long-acting opioid analgesic. Its active pharmaceutical ingredient
(“API”) is oxycodone.'> OxyContin received United States Food and Drug
Administration (“FDA”) approval in 1995 and was launched in 1996. In 2010,
the FDA approved, and the Purdue Debtors began selling, a new abuse-deterrent
formulation of OxyContin formulated with physical and chemical properties
intended to make abuse by injection difficult and to reduce abuse via the
intranasal route.

. Hysingla ER Extended-Release Tablets: Hysingla ER is a Schedule II extended-
release, long-acting, abuse-deterrent opioid analgesic formulated with physical
and chemical properties intended to make abuse by injection difficult and to
reduce abuse via the intranasal route. Its API is hydrocodone. Hysingla ER was
approved by the FDA in 2014 and was launched in 2015.

15 See U.S. Food and Drug Admin., OxyContin Full Prescribing Information, at 1 (Sept. 26, 2018),
https://www.accessdata.fda.gov/drugsatfda_docs/label/2018/022272s0391bl.pdf (hereinafter “OxyContin FPI1”).
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° Butrans Transdermal System: Butrans is a Schedule III,'® seven-day, transdermal
patch pain medication. Its API is buprenorphine.!” Butrans was approved by the
FDA in 2010 and launched in 2011.

The Purdue Debtors manufacture OxyContin and Hysingla for themselves and, in
relatively limited amounts, manufacture OxyContin for certain foreign independent associated
companies ultimately owned by the Sackler Families (“IACs”). Purdue Pharma also receives
royalties from foreign IACs for sales of OxyContin outside the United States. Butrans is
manufactured by a third party, LTS Lohmann Therapie-Systeme AG.

In addition to prescription opioid medications, Purdue Pharma sells, through a subsidiary,
a Schedule II, non-opioid branded prescription medication for the management of attention
deficit hyperactivity disorder.

Purdue Pharma has also invested—and continues to invest—substantial resources in its
pipeline of non-opioid investigative candidates that have the potential to address many serious
medication conditions, including difficult-to-treat blood cancers, solid cancers, and central
nervous system cancers, overactive bladder, chronic low back pain, bladder pain and insomnia
associated with alcohol cessation. For example, Tinostamustine, a potentially first-in-class
alkylating deacetylase inhibiting molecule in development for the treatment of certain cancers, is
in Phase II trials; IMB-115, an internally discovered compound with a novel mechanism of
action in clinical development for the treatment of insomnia associated with alcohol cessation
has recently completed a phase 2 proof of concept study which has demonstrated that the drug is
efficacious, and is now being progressed to larger phase 3 studies, as well as commencing
Phase 1 studies in indications for over active bladder and interstitial cystitis; and ALV-107,
which promises fast-acting, targeted, safe and long-acting relief of bladder pain, is soon to begin
Phase I-B trials.

(11) Generic Prescription Medication Business / API Business
a. Rhodes Pharmaceuticals L.P.

The Debtors’ generic prescription pharmaceutical business is operated by Purdue Pharma
subsidiary Rhodes Pharmaceuticals L.P. (“Rhodes Pharma”), a Delaware limited partnership
created in late 2007. Rhodes Pharma, which until May 2019 was separately managed from
Purdue, see Article II.A..1.(i1).c, infra, sells a variety of generic prescription medications,
including opioid (principally immediate-release) pain relievers.!® Rhodes Pharma does not

16 Schedule III drugs are defined as “drugs with a moderate to low potential for physical and psychological
dependence,” according to the U.S. Drug Enforcement Administration (“DEA”). See U.S. Drug Enf’t Admin., Drug
Schedule (last visited Sept. 15, 2019), https://www.dea.gov/drug-scheduling.

17" See U.S. Food and Drug Admin., Butrans Full Prescribing Information, at 1 (Sept. 18, 2018),
https://www.accessdata.fda.gov/drugsatfda_docs/label/2018/021306s032s0341bl.pdf (hereinafter “Butrans FPI”).

18 Starting in 2017, Purdue Pharma authorized Rhodes Pharma to sell an authorized generic of Butrans (opioid
transdermal patch) in exchange for a profit share. Rhodes Pharma’s authorized generic Butrans has been sold as a
generic product and never promoted to prescribers or patients. Moreover, although Rhodes Pharma’s portfolio of
products is composed mostly of generic products, in 2015, Rhodes Pharma expanded into a branded prescription
product, Aptensio XR, a once-daily extended-release central nervous system stimulant (methylphenidate) indicated
for the treatment of attention deficit hyperactivity disorder. Additionally, since 2017, Rhodes Pharma has sold MS
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have—and never has had—sales representatives promote or market its opioid drugs to
prescribers or patients.

Rhodes Pharma also sells generic non-opioid medications, such as medications to treat
attention deficit hyperactivity disorder, high cholesterol, and depression. A Purdue Pharma
subsidiary and other non-Debtor entities manufacture finished dosage forms for Rhodes Pharma.

b. Rhodes Technologies

Rhodes Technologies (“Rhodes Tech”), a Delaware general partnership, also became a
Purdue Pharma subsidiary (as of May 2019) and a Debtor in the Chapter 11 Cases. Prior to
December 31, 2020, Rhodes Tech manufactured active pharmaceutical ingredients (referred to as
APIs) that Purdue Pharma used to manufacture its branded finished products and some of
Rhodes Pharma’s generic finished products.

As further described in Article III.L, on October 1, 2020, the Bankruptcy Court entered
an order approving the sale of assets of Rhodes Tech to Noramco Coventry LLC and approving
the Debtors’ entry into a supply agreement (the “Supply Agreement”’) with Noramco LLC. The
Supply Agreement secures provision of APIs to the Debtors for a minimum of seven years, with
two two-year renewal options. Noramco LLC is an experienced API manufacturer with the
capability to ensure high-quality supply at a cost substantially lower than previously incurred
through the vertically integrated structure. The sale transaction closed and the parties entered
into the Supply Agreement on December 31, 2020.

c. The Rhodes Entities Were Managed Separately Prior to May 2019

Prior to 2008, Rhodes Tech (or its predecessor) was a subsidiary of Purdue Pharma. On
or around January 1, 2008, Rhodes Tech was moved to a different Sackler Families ownership
chain (through Purdue Pharma’s distribution of its interest in Rhodes Tech’s parent to an affiliate)
though with the same ultimate owners. Rhodes Tech then came under common ownership with
newly created Rhodes Pharma. Until May 2019, Rhodes Pharma and Rhodes Tech were
separately managed by different boards of directors from that of Purdue Pharma.'” The ultimate
owners of these Rhodes entities, however, have always been the same as Purdue Pharma’s—
various trusts for benefit of the Sackler Families.

In May 2019, Rhodes Pharma and Rhodes Tech were contributed to Purdue Pharma,
becoming subsidiaries of PPLP. Thus, from and after that date, PPI effectively managed Rhodes
Pharma and Rhodes Tech. This reorganization was undertaken, among other reasons, to achieve
cost and operational efficiencies and so that a single board and management team would be at the
helm of the U.S. pharmaceutical businesses in order to, among other things, help facilitate a
complex settlement process, including one that potentially could be implemented through
chapter 11.

Contin and Dilaudid branded opioid pain medications, which were contributed to Rhodes Pharma by Purdue.
Rhodes Pharma has never promoted any Dilaudid or MS Contin product to prescribers or patients.

19 Prior to May 2019, some Rhodes Pharma and Rhodes Tech directors served as directors or officers of Purdue
Pharma.
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(iii))  Over-the-Counter Health and Wellness Business

Avrio Health L.P. (“Avrio”), a Delaware limited partnership and also a Purdue Pharma
subsidiary, operates the Debtors’ over-the-counter (“OTC”) business.?’ OTC products are FDA-
regulated but do not require prescriptions. Avrio’s primary products are Betadine (an antiseptic),
Senokot and Colace (laxatives), and SlowMag (a supplement). Avrio has no role in the Debtors’
branded or generic prescription medication business.

(iv)  Public Health Initiatives: Opioid Overdose Reversal and Addiction
Treatment Medications

As part of their commitment to advance meaningful solutions to the opioid crisis, the
Debtors are pursuing three initiatives: developing and distributing at low or no cost two
medications to treat opioid overdoses and a medication to treat opioid addiction. Leading public
health officials have encouraged the development of these types of medications, and the Debtors
have offered to develop and distribute millions of doses of each at no or low cost to communities
throughout the country. During the Chapter 11 Cases, the Debtors have made substantial
progress on these initiatives, and the Bankruptcy Court has authorized certain steps that have
facilitated that progress.

First, the Debtors are developing emergency opioid overdose treatments containing the
opioid antagonist nalmefene.?! Emergency opioid overdose rescue drugs, when timely
administered, can quickly restore normal respiration to a person whose breathing has slowed or
stopped as a result of overdosing with a prescription or illicit opioid.?? Synthetic opioids, such as
illicit fentanyl and its analogues, are a principal driver of today’s epidemic of opioid overdose
deaths.” Doses of existing opioid overdose reversal medications that could reverse prescription
opioid or heroin overdoses may not be sufficiently strong or long-lasting to reverse the effects of
fentanyl (which is 50 times more potent than heroin).?* For this reason, the Directors of the
National Institutes of Health and the National Institute on Drug Abuse have called for the
development of “stronger, longer-acting formulations of antagonists.”?

20 Avrio engages in the marketing, sale, and distribution of four principal and well-known OTC medications:
Betadine (an antiseptic that Purdue’s predecessor developed 50 years ago for use at home and in hospitals, and
which is an important defense against topical infections; Colace and Peri-Colace, now called Colace 2-IN-1 (stool
softeners and stool stimulants to treat occasional constipation); Senokot (a laxative for occasional constipation); and
SlowMag (a magnesium supplement with high-absorption magnesium chloride plus calcium).

2l Opioid antagonists block or reverse the effects of opioids, including potentially fatal respiratory depression. See
Nat’l Inst. on Drug Abuse, Medications to Treat Opioid Use Disorder (June 2018),
https://www.drugabuse.gov/publications/research-reports/medications-to-treat-opioid-addiction/how-do-
medications-to-treat-opioid-addiction-work.

22 See U.S. Nat’l. Inst. on Drug Abuse, Opioid Overdose Reversal with Naloxone (Narcan, Evzio) (Apr. 2018),
https://www.drugabuse.gov/related-topics/opioid-overdose-reversal-naloxone-narcan-evzio .

23 See Centers for Disease Control and Prevention, Opioid Overdose: Understanding the Epidemic,
https://www.cdc.gov/drugoverdose/epidemic/index.html.

24 See Volkow N., Collins F., The Role of Science in Addressing the Opioid Crisis, N. Engl. J. Med. 377:4 (July 27,
2017), https://www.nejm.org/doi/full/10.1056/NEJMsr1706626.

B Id
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In response to that need, the Debtors are developing an opioid overdose reversal
medication containing nalmefene,?® a strong, long-acting opioid antagonist, in three different
injectable forms: (1) a vial (2) a pre-filled syringe, each for use by healthcare professionals and
certain first responders, and (3) an autoinjector, an easy-to-use EpiPen®-like device, for use by
friends, family, and caregivers without medical training, as well as by healthcare professionals
and first responders. The FDA has granted all three forms of nalmefene expedited regulatory
status, thus accelerating the regulatory process. For example, in February of 2019, the FDA
granted the Debtors’ nalmefene autoinjector “Fast Track™ status. Fast Track is a formal
designation by the FDA to expedite review and facilitate development of new drugs that the
FDA determines are intended to treat a serious or life-threatening condition and fulfill an unmet
medical need. The FDA also granted priority review (including expediting the target date by
which to review) to an application for the approval of the nalmefene vial that the Debtors filed
during these Chapter 11 Cases in December 2020.

In February 21, 2020, the Bankruptcy Court authorized an important element of the
Debtors’ nalmefene development program when it approved the Debtors’ entry into an
agreement with a technology partner to develop the nalmefene autoinjector. See Order (I)
Shortening Notice with Respect to Debtors’ Motion for Authorization to Enter into Development
Agreement and (II) Authorizing Entry into Development Agreement [D.1. 868].

The Debtors believe that a settlement that enables them to continue to develop and, if
approved by the FDA, distribute millions of doses of all three forms of injectable nalmefene, at
no or low cost, to communities and individuals throughout the country could provide great
benefit to the public health.

Second, the Debtors are aiding the development of a low-cost, non-prescription (over-
the-counter or “OTC”) naloxone nasal spray to reverse known or suspected opioid overdose.
Although intranasal naloxone is currently available to consumers under the brand name Narcan®,
access is limited because of Narcan’s relatively high cost to consumers and first responders, and
because of the requirement that consumers, when obtaining Narcan from a pharmacy, must get
this prescription medication from a pharmacist. Even if a pharmacy stocks Narcan, this
interaction can be difficult for the patient due to the ongoing stigma related to opioid use and
addiction. Recognizing the importance of increasing access to naloxone, the FDA has
encouraged pharmaceutical companies to develop an OTC version of intranasal naloxone,
including by taking the unprecedented step of developing a model Drug Facts label for the
product and conducting the comprehensive testing that drug companies normally must complete
themselves to demonstrate that the instructions on the label are simple to follow.?’

Consistent with the FDA’s encouragement, the Debtors are working with Harm
Reduction Therapeutics (“HRT”), an independent pharmaceutical company seeking nonprofit

26 A prior version of nalmefene was previously approved by the FDA and later withdrawn from sale by the
manufacturer for reasons other than safety or effectiveness. Department of Health and Human Services; Food and
Drug Administration. 82 Federal Register 51282 (November 3, 2017).

27 U.S. Food & Drug Administration, Statement from FDA Commissioner Scott Gottlieb, M.D., on unprecedented
new efforts to support development of over-the-counter naloxone to help reduce opioid overdose deaths,
https://www.fda.gov/news-events/press-announcements/statement-fda-commissioner-scott-gottlieb-md-
unprecedented-new-efforts-support-development-over.
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status, to develop a low-cost OTC naloxone nasal spray. By reducing the cost to consumers and
first responders, and allowing consumers to acquire the medication without the shame or fear of
needing to procure a prescription or speak with a pharmacist, the Debtors hope to greatly
improve access to this needed medication. To facilitate bringing this low-cost OTC medication
to market, the Debtors have paid for HRT’s development costs. On June 25, 2020, the Court
entered the Order Authorizing Debtors to Enter into Funding Agreement [D.1. 1301], which
authorized the Debtors to continue funding certain of those costs. The Debtors anticipate that it
may be necessary to request authority to provide additional funding to HRT prior to confirmation
of the Plan. To provide further assistance, the Debtors have licensed to HRT valuable technical
know-how and data and provided regulatory and drug development advice. During the pendency
of the Debtors’ bankruptcy, HRT has continued to progress the development of OTC naloxone.
For example, in January 2021, HRT concluded what is expected to be the sole clinical trial
needed for FDA approval If and when this medication is approved by the FDA, the Debtors
intend to provide millions of doses at low or no cost to help combat the opioid crisis.

Third, during the Chapter 11 Cases, the Debtors, through Rhodes Pharma, have already
developed, obtained FDA approval, and manufactured a generic version of Suboxone®?® tablets,
a leading opioid addiction treatment consisting of a combination of buprenorphine and naloxone.
Despite evidence that medication-assisted treatment can help many people recover from opioid
addiction, these medications remain underutilized, and the cost of treatment is one of the barriers
to access.”’ To help ensure broader access, the FDA has facilitated the entry of generic versions
of these medicines,*’and, in March of 2020, approved the Debtors’ generic version of Suboxone
tablets. To increase access to these treatments, the Debtors intend to distribute tens of millions of
doses of their buprenorphine/naloxone tablets at low or no cost.

(v) Purdue Pharma Inc.

PPI is the general partner of Purdue Pharma, and the board of directors of PPI (“Board”)
effectively manages the Debtors.>!

2. Management

The Debtors’ current management team is composed of highly capable and experienced
professionals. Information regarding the Debtors’ senior management is as follows:

28 See https://dailymed.nlm.nih.gov/dailymed/fda/fdaDrugXsl.cfim?setid=da90618a-5621-4b15-bc48-
9dcc631418de&type=display.

29 Centers for Disease Control and Prevention, CDC Guideline for Prescribing Opioids for Chronic Pain — United
States, 2016, https://www.cdc.gov/mmwr/volumes/65/rr/rr6501el.htm (though “buprenorphine has been shown to
be more effective in preventing relapse among patients with opioid use disorder, ... patient cost can be a barrier to
buprenorphine treatment because insurance coverage of buprenorphine for opioid use disorder is often limited”); see
National Institutes of Health, Methadone and buprenorphine reduce risk of death after opioid overdose,
https://www.nih.gov/news-events/news-releases/methadone-buprenorphine-reduce-risk-death-after-opioid-overdose.
30 U.S. Food & Drug Administration, www.fda.gov/news-events/press-announcements/fda-approves-first-generic-
versions-suboxone-sublingual-film-which-may-increase-access-treatment.

31" As illustrated in Appendix E, the Purdue Subsidiaries have PPI as a general partner, are indirectly controlled by
PPI pursuant to PPI’s being a general partner of another Purdue subsidiary, or have Purdue Pharma, directly or
indirectly, as their ultimate sole shareholder.
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Name Position
Craig Landau President and Chief Executive Officer
Jon Lowne Executive Vice President, Chief Financial Officer
Marc L. Kesselman Executive Vice President, General Counsel
David Lundie Chief Technical Operations Officer
Vincent Mancinelli President, Rhodes Pharmaceuticals L.P.

(1) Craig Landau

Craig Landau, M.D. has served as Chief Executive Officer and President at Purdue
Pharma since June 2017. Under his leadership, the company voluntarily stopped promoting
opioid pain medications to prescribers through sales representatives and via other channels, such
as in medical journals, eliminated its opioid medication sales force and has taken meaningful
action to address the opioid crisis through research and development as well as through multiple
partnerships and other initiatives organized under the company’s office of Corporate Social
Responsibility. Additionally, he has established several wholly owned operating subsidiaries
through which Purdue will develop its emerging portfolio of prescription and non-prescription
products and further advance its R&D pipeline in the areas of oncology, CNS, and non-opioid
pain.

Dr. Landau joined Purdue Pharma in October 1999 as an Associate Medical Director
within the research and development group, until his appointment as President and CEO of
Purdue Pharma (Canada) in 2013, and held roles of increasing responsibility within the R&D
organization. Prior to this role in Canada, Craig’s U.S. company responsibilities included
clinical development, regulatory affairs, risk management as well as R&D innovation. In these
roles, he and his organization were responsible for supporting important health policy initiatives
as well as product development and registrations in the U.S. and other regions.

Prior to joining Purdue, he held positions of increasing responsibility for analgesic drug
development within the Clinical R&D and Medical Affairs group at Knoll Pharmaceutical
Company.

Dr. Landau earned his B.S. in physiology and anatomy from Cornell University and his
M.D. from Mount Sinai School of Medicine. He completed his Anesthesiology residency at Yale
University with specialty training in chronic pain management, obstetric and peripheral vascular
anesthesia.

Dr. Landau is also a U.S. Army veteran, with 14 years of distinguished service as an
officer throughout Operation Iraqi Freedom and Operation Enduring Freedom, concluding in
2005. He has advised and served on multiple boards for foundations and nonprofit organizations
focusing on rare diseases such as Friedreich ataxia, Adrenoleukodystrophy, and Duchenne
Muscular Dystrophy. He has most recently served as Purdue’s Ambassador for the American
Cancer Society’s Real Men Wear Pink of Fairfield County Class of 2018.

(11) Jon Lowne
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Jon Lowne has served as Chief Financial Officer of Purdue Pharma since March 2018.

Mr. Lowne joined the company in 1995 after eight years with Price Waterhouse, working
in the audit and business advisory group. Jon worked out of the London, England; Warsaw,
Poland; Stamford, CT; and Morristown, NJ offices and gained experience in financial accounting,
audit, taxation and due diligence reviews of acquisitions and divestitures across the U.S., the
U.K., and Eastern Europe.

Mr. Lowne began his career at Purdue Pharma as Senior Internal Auditor. Mr. Lowne has
gained increasing responsibility and over his tenure at Purdue Pharma, serving as Controller
from 2005 to July 2017 and Acting CFO from August 2017 to February 2018 before accepting
his current role. He is responsible for Finance, IT, Tax and Procurement. In his current role, Mr.
Lowne provides leadership, management and strategic direction for all finance, accounting,
treasury, risk management, procurement, tax, information technology services and operations, as
well as financial planning and analysis. In his prior role as controller, Mr. Lowne directed and
coordinated company financial planning and budget functions, oversaw the daily operations of
the finance functions, and managed internal and external financial reporting processes, among
other responsibilities.

Mr. Lowne earned his Bachelor’s degree in industrial economics and accounting at
Nottingham University, England. He became a Chartered Accountant in 1990.

(ii1))  Marc L. Kesselman

Marc L. Kesselman was appointed General Counsel of Purdue Pharma in July 2018, with
responsibility for Purdue’s legal strategy, corporate governance, compliance and government
affairs.

Prior to joining Purdue Pharma, Mr. Kesselman worked for YUM! Brands, Inc. where he
served as Chief Legal Officer, Corporate Secretary & Chief Public Policy Officer. In that role,
he oversaw all aspects of legal, compliance, regulatory, government affairs, and sustainability
agendas for one of the world’s largest restaurant companies, with more than 45,000 restaurants in
135 countries and territories. Mr. Kesselman joined YUM! from Dean Foods where he held a
similar role. Previously, he was Senior Vice President & General Counsel at PepsiCo Americas
Foods where he oversaw a wide variety of complex commercial, transactional, litigation,
regulatory, and government affairs issues relating to PepsiCo’s food businesses in North and
South America.

From 2006 through 2008, Mr. Kesselman served as General Counsel of the U.S.
Department of Agriculture (USDA), where he advised the Secretary of Agriculture and directed
all legal activity for the USDA. From 2003-2006 he served as Deputy General Counsel in the
White House Office of Management and Budget, where he handled a variety of regulatory,
budgetary and legal policy matters. Mr. Kesselman also worked at the U.S. Department of
Justice as Senior Counsel in the Office of Legal Policy and as a Trial Attorney in its Civil
Division. His work there earned him the John Marshall Award, the Attorney General’s highest
recognition for trial of litigation.

26



19-23649-rdd Doc 2488 Filed 03/15/21 Entered 03/15/21 23:56:19 Main Document
Pg 36 of 213

Mr. Kesselman currently serves on the Board of the U.S. Chamber of Commerce
Litigation Center and the Penn Law Alumni Board of Managers. He also recently served as a
public member of the Administrative Conference of the United States and a member of the
Leadership Council on Legal Diversity. He has previously served on the Board of the Dallas
Symphony, on the Campaign Cabinet of the United Way of Metropolitan Dallas, and as Chair of
the DC Bar Administrative Law Section. Mr. Kesselman holds a JD from the University of
Pennsylvania, and a B.S. in government from Cornell University.

(iv)  David Lundie

David Lundie has served as the Chief Technical Operations Officer of Purdue Pharma
since January 9, 2020. Mr. Lundie is responsible for all U.S. manufacturing, quality, active
pharmaceutical ingredient (API) supply and supply chain activities, including oversight of the
operations in the Wilson, NC facility. He is responsible for strategic alignment of Technical
Operations with corporate objectives. He was the business lead for the sale of the Coventry
Facility and related assets in 2020.

Mr. Lundie previously served as Chief Operating Officer of Rhodes Tech and Rhodes
Pharma from December 2018 to January 2020. Before that, Mr. Lundie served as Senior Vice
President, Technical Operations at Purdue Pharma from January 2015 to December 2018, during
which time he also served as Senior Vice President, Technical Operations and Technical
Operations Director at Mundipharma.

Mr. Lundie joined Purdue Pharmaceuticals LP in 2004 as Vice President, Plant Manager
after a successful career with Elan Pharmaceuticals, where he held key management positions in
the U.S. and Ireland. He subsequently served as Vice President, Manufacturing and Supply
Chain and Vice President, Technical Operations.

Mr. Lundie has a Bachelor of Science degree in Molecular Genetics from Trinity College
in Dublin, Ireland, and a Diploma in Management from the Irish Management Institute.

(v) Vincent Mancinelli

Vincent Mancinelli II is the President of Rhodes Pharmaceuticals and has over 34 years
of leadership experience in the pharmaceutical industry. He began leading Rhodes
Pharmaceuticals in November 2010. From 2009 to 2010 he was a co-founder and Chief
Operating Officer of GenPak Solutions, a specialty pharmaceutical packaging company.
Previously, he held various senior executive roles at Mylan from 1986 to 2009 including
Mylan’s Head of North American Operations and General Manager and Executive Vice
President and General Manager of UDL Laboratories, a subsidiary of Mylan.

Mr. Mancinelli graduated magna cum laude from West Virginia University with a
Bachelor’s degree in biology.

3. The Debtors’ Employees

The Debtors maintain a workforce of dedicated employees that has enabled them to
continue to achieve their high standards of performance, productivity, and safety. The Debtors
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employ approximately 500 people in active status,> which represents an approximately 30%
reduction since the Petition Date and an approximately 75% reduction since 2017. These
employees work in both full-time and part-time positions, including executives, business and
operational managers, sales and marketing personnel, medical affairs personnel, research and
development personnel, technology operations personnel, human resource professionals,
information technology specialists, administrative support staff and other personnel
(“Employees™).

B. Debtors’ Corporate Structure

Purdue Pharma L.P., a Delaware limited partnership, is the Debtors’ main operating
entity. Purdue Pharma’s general partner is PPI. Purdue Pharma also has 22 wholly owned
operating and nonoperating subsidiaries in the United States and the British Virgin Islands
(“Purdue Subsidiaries”). A chart showing the organizational structure of the Debtors is
attached hereto as Appendix E.

C. The Debtors’ Pre-Petition Capital Structure

Unlike most debtors, the Debtors have no funded debt, no material past due trade
obligations, and no judgment creditors.

D. Summary of Events Leading to the Chapter 11 Filings

As noted above in Article IBArticle I.B, OxyContin, Purdue Pharma’s most prominent
pain medication, and certain other opioid pain medications have been the target of the Pending
Actions, which name the Defendant Debtors, among other parties, and generally allege that the
Defendant Debtors falsely and deceptively marketed OxyContin and opioid pain medications.
Many further allege that Defendant Debtors and certain related parties are liable for the national
opioid crisis.

A common set of factual allegations forms the core of these actions: that the Defendant
Debtors acted improperly in the marketing and sale of prescription opioid medications, including,
principally, OxyContin. The specific causes of action asserted against the Defendant Debtors in
the Pending Actions are predicated on both federal and state laws—with variations among the
laws of each state. They include: (1) state and federal false claims acts; (2) state consumer
protection laws; (3) statutory and common law public nuisance; (4) fraud, fraudulent
concealment, deceit, and other willful misconduct; (5) negligence, including negligent
misrepresentation, negligence per se, and gross negligence; (6) unjust enrichment; (7) federal and
state civil RICO laws, as well as civil conspiracy; (8) state-controlled substances acts;
(9) intentional and constructive fraudulent conveyance or transfer; (10) strict products liability;
and (11) wrongful deaths and loss of consortium.

As of the Petition Date, approximately 2,200 of the Pending Actions had been
consolidated in a multidistrict litigation pending in the United States District Court for the

32 The sale transaction between Rhodes Tech and Normaco Coventry LLC resulted in a headcount reduction of

approximately 120 Employees, many of whom received offers of employment from Noramco. The number of
employees in active status listed above is after completion of such transaction.
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Northern District of Ohio. There were also hundreds of actions pending against the Debtors in
state and territorial courts throughout the country. The state court actions included those asserted
by Attorneys General of 46 states (which are not part of the Ohio MDL). Certain of the
Defendant Debtors were also named in 13 actions in Canada (the “Canadian Actions”). The
Canadian Actions were brought on behalf of both private individuals and governmental entities
and raised claims predicated on similar allegations and causes of action as the Pending Actions
in the United States.

In addition to the Pending Actions, as of the Petition Date, Purdue Pharma was
responding to subpoenas and civil investigative demands issued by various components of the
DOJ in connection with criminal and civil investigations of Purdue Pharma. The Debtors had
been subject to investigation by the DOJ since at least June 2016. Specifically, PPLP received a
subpoena from a United States Attorney’s Office in the summer of 2016 seeking documents and
information relating to the marketing of OxyContin and, beginning in December 2017, received
additional subpoenas and other requests for documents and information from several other
United States Attorney’s Offices and components of the DOJ seeking various documents and
other information related to topics including but not limited to PPLP’s opioid medications, the
Debtors’ monitoring programs, payments to professionals, marketing practices, and other matters.
In response to the various DOJ requests, to date PPLP has produced to the DOJ more than 13
million documents (totaling over 100 million pages), including more than 2.7 million documents
(totaling more than 17 million pages) produced in direct response to the DOJ’s requests and
millions of additional documents previously produced in civil litigation, state government
investigations or Purdue’s bankruptcy proceeding and reproduced to the DOJ. PPLP also
provided numerous presentations and submissions to the DOJ in cooperation with its
investigations and in the course of plea and settlement negotiations.

The sheer number and scale of the Pending Actions were possibly without precedent.
Purdue is a mid-sized pharmaceutical company that had approximately 700 employees as of the
Petition Date.>® The lawsuits were spread among courts across the country, involve thousands of
plaintiffs with differing interests, include scores of legal claims and theories of damages under
multiple states’ laws, and were at various procedural stages.

The onslaught of litigation posed a grave threat to the Debtors’ continued viability.
Litigation of thousands of Pending Actions to judgment and through appeals in the civil court
system would have resulted only in the financial and operational destruction of the Debtors and
the immense value they could otherwise provide, and the squandering of hundreds of millions of
dollars on legal and other professional fees. Pre-bankruptcy, professionals’ fees relating to
litigation and government investigations were accruing at an average rate of over $2 million per
week, and that was before a single trial against Purdue had commenced.

Moreover, the case-by-case mass tort litigation of the type the Defendant Debtors faced
prior to the Petition Date in the civil tort system was neither an efficient nor an equitable way to
resolve the asserted liability. Such litigation incentivized a multiplicity of “races to the
courthouse” as various plaintiffs vied to be the first to trial. For example, several plaintiffs
commenced administrative proceedings seeking dozens of trial days to bypass the normal court

33 Plus approximately 40 employees on short-term disability, long-term disability or severance as of such date.
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process and expedite the time by months or years to a final determination of their claims. This
kaleidoscope of piecemeal litigation was all but guaranteed to continue to result in inconsistent
outcomes and inequitable treatment, as well as unsustainable cost. Any judgments or settlements
extracted in the process would, at best, potentially have benefited only those select few plaintiffs
who happened to have been positioned at the beginning of the trial and judgment queue. And it
would not have benefited even them, because defending over 2,600 lawsuits to conclusion would
almost certainly have forced the Defendant Debtors to file for Chapter 11 protection even had
they suffered only a small number of significant adverse judgments at the trial level.

The Debtors commenced the Chapter 11 Cases because Chapter 11 was the only way to
halt the destruction of value and runaway costs associated with the Pending Actions; centralize
all of the claims against the Defendant Debtors; address the claims asserted against them
efficiently; resolve the litigation rationally; and consummate a global resolution of the Pending
Actions—all while conserving the assets of the Debtors’ Estates so that billions of dollars in
value could be preserved and vital opioid overdose rescue and addiction treatment medications
could be delivered to communities across the country impacted by the opioid crisis.

E. Independence of Company from Sacklers
1 Independent Board

No member of the Sackler Families is currently a member of the Board or employed by
the Debtors. The last member of the Sackler Families to serve on the Board resigned in January
2019. The current Board is composed of the following seven directors (the “Directors”) (a
majority of whom have no prior connection to the Sackler Families):

(1) Robert S. “Steve” Miller (Chairman of the Board, appointed in July
2018)

Mr. Miller has a storied, nearly 50-year career in corporate restructuring, including the
successful restructurings of Chrysler (during which he served as the CFO), Delphi Corp. (during
which he served as the Chairman and CEO), and American International Group, Inc., where he
was Non-Executive Chairman. He authored the 2008 book, The Turnaround Kid. He has served
on more than a dozen corporate boards including U.S. Bank, United Airlines and Dow DuPont.

(11) Kenneth Buckfire (At-Large Director, appointed in May 2019)

Kenneth A. Buckfire is President of Miller Buckfire & Co., LLC and a Vice-Chairman of
Stifel Financial Corporation’s Institutional Banking Group. He specializes in the restructuring
and refinancing of highly leveraged companies in the energy, telecommunications, consumer
products, technology and information services industries. He has won many awards for leading
major restructurings such as the City of Detroit, Calpine and General Growth Properties, and for
his innovations in the restructuring field. Prior to co-founding Miller Buckfire in 2002, he was a
Managing Director and Co-Head of the Financial Restructuring Group of Wasserstein Perella &
Co. He has been a director and co-founder of many public and private companies, and has served
as a trustee of several philanthropic and education institutions. He is a Visiting Professor at the
Columbia Business School.
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Mr. Buckfire received his Bachelor’s degree in economics and philosophy from the
University of Michigan (1980) and his MBA from Columbia University (1987).

(iii)  John S. Dubel (At-Large Director, appointed in July 2019)

John S. Dubel is the Chief Executive Officer of Dubel & Associates, LLC, a provider of
restructuring and turnaround services to underperforming companies, which he founded in 1999.
He has over 35 years of experience in Board representation, turnaround management, crisis
management, operational restructurings and divestments with respect to distressed companies.
Over the course of his career, John has served as an independent board member for numerous
companies. In addition, he has served as the Chief Executive Officer of SunEdison, a renewable
energy development company, Chief Executive Officer of Financial Guaranty Insurance
Company (FGIC), a monoline insurance company, among others, and as a partner in Gradient
Partners, L.P., a single strategy distressed hedge fund.

Mr. Dubel is a member of the Turnaround Management Association and the American
Bankruptcy Institute. Mr. Dubel received a Bachelor in Business Administration degree from
the College of William and Mary.

(iv)  Michael Cola (Class A Director, appointed in February 2019; At-
Large Director, appointed in July 2019)

Michael Cola is the CEO of Cerecor Inc. He was appointed CEO in February 2020 in
connection with the merger of Cerecor Inc. with Aevi Genomic Medicine, where he served as the
President and CEO since September 2013. Prior to joining Aevi Genomic Medicine, Mr. Cola
served as President of Specialty Pharmaceuticals at Shire plc, a global specialty pharmaceutical
company, from 2007 until April 2012. He joined Shire in 2005 as EVP of Global Therapeutic
Business Units and Portfolio Management. Prior to joining Shire, he was with Safeguard
Scientifics, Inc., a growth capital provider to life sciences and technology companies, where he
served as President of the Life Sciences Group. While at Safeguard, Mr. Cola served as
Chairman and CEO of Clarient, Inc., a cancer diagnostics company subsequently acquired by GE
Healthcare, and as Chairman of Laureate Pharma, Inc. Prior to Safeguard Scientifics, Mr. Cola
held senior positions in product development and commercialization at Astra Merck, a
pharmaceutical company, and at Astra Zeneca, a global biopharmaceutical company. Mr. Cola
received a B.A. in biology and physics from Ursinus College and an M.S. in biomedical science
from Drexel University. He serves on the Board of Directors of Sage Therapeutics and Phathom
Pharmaceuticals, and currently serves as Chairman of the Board of Governors of the Boys &
Girls Clubs of Philadelphia.

(v) Anthony Roncalli (Class B Director, appointed in December 2018)

Anthony Roncalli is an attorney and former partner at Norton Rose Fulbright LLP. Mr.
Roncalli has extensive experience advising the Debtors, IACs, and other pharmaceutical and
other companies on corporate governance matters and complex tax and structure planning. Mr.
Roncalli also has extensive pharmaceutical transaction experience including licensing, asset
acquisition and divestiture transactions and complex pharmaceutical research, development and
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collaboration transactions. Mr. Roncalli received his Bachelor’s degree from Georgetown
University and his J.D. from Boston College Law School.

(vi)  Cecil Pickett, Ph.D. (Class A Director, appointed in January 2010)

Dr. Cecil B. Pickett recently served as the President of Research and Development at
Biogen and a member of the Board of Directors. Dr. Pickett earned his B.S. in biology from
California State University at Hayward and his Ph.D. in cell biology from University of
California, Los Angeles. He previously served as Senior Vice President and President of
Schering-Plough Research Institute, the pharmaceutical research arm of Schering-Plough
Corporation. Dr. Pickett came to Schering-Plough Research Institute from Merck Research
Laboratories, Montreal, Canada, and West Point, Pa., where he served as Senior Vice President
of Basic Research. During his 15 years at Merck & Co., Dr. Pickett held various positions of
increasing responsibility, including Research Fellow, Biochemical Regulation; Associate
Director, Department of Molecular Pharmacology and Biochemistry; Director, Department of
Molecular Pharmacology and Biochemistry; Executive Director of Research at the Merck Frosst
Center for Therapeutic Research, Montreal; and Vice President of the center. Dr. Pickett also
served as a member of the Zimmer Biomet Board of Directors from 2008 through 2018. Dr.
Pickett is currently a member of Board of Directors of Yumanity Therapeutics, Inc.

Dr. Pickett is an expert in drug discovery and development. During his career, he has
overseen all aspects of the internal research and collaboration with partners aimed at developing
advanced drug therapies and has played an integral role in bringing several large and small
molecule candidates into clinical development.

Dr. Pickett has published extensively in leading research journals and has been a frequent
speaker at scientific symposia and conferences. He has received several major academic awards,
appointments and fellowships and has served on a number of scientific committees and editorial
boards of research journals and organizations. His awards and honors include the UCLA Alumni
Association Award for Scholarly Achievement and Academic Distinction; the first Robert A.
Scala Award and Lectureship in Toxicology of Rutgers University and the University of
Medicine and Dentistry of New Jersey; and the CIIT Centers for Health Research Founders’
Award. Dr. Pickett served as a member of the U.S. Food and Drug Administration (FDA)
Science Board, the Advisory Committee to the Director of the National Institutes of Health and
the National Cancer Policy Board of the Institute of Medicine. He was elected to the National
Academy of Medicine in 1993 and has been a member of the American Society for Cell Biology,
American Society of Biochemistry & Molecular Biology, American Association for Cancer
Research, and American Association for the Advancement of Science.

Dr. Pickett previously served on the Boards of the following IACs: MNP Consulting
Limited (Delaware); Mundipharma Verwaltungsgesellschaft mbH (Germany); and Napp
Pharmaceutical Holdings Ltd. (United Kingdom). He resigned from each of these positions on
or prior to August 9, 2018.

(vii)  F. Peter Boer, Ph.D. (Class B Director, appointed in April 2008)
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Dr. Boer is President and CEO of Tiger Scientific Inc., a firm providing consulting and
investment services in the technology arena. He has served as President of the Industrial
Research Institute and chaired the Selection Committee of the National Medals of Technology,
administered by the U.S. Department of Commerce. In addition, Dr. Boer was the John J. Lee
Adjunct Professor at Yale University, where he taught environmental engineering in the School
of Engineering and Valuation of Technology in the School of Management.

He has served on advisory committees of Princeton University, Harvard University, the
University of Chicago, the Los Alamos National Laboratory, and the Environmental Protection
Agency.

Before founding Tiger Scientific, he served as Executive Vice President and Chief
Technical Officer of W.R. Grace & Co., with responsibilities for R&D, engineering, business
development, environment, health, and safety. Prior to that he was with Dow Chemical
Company in a variety of R&D and business management positions and with American Can
Company as its Vice President and General Manager for Research and Development. Dr. Boer
holds an A.B. degree in physics from Princeton University and a Ph.D. in Chemical Physics from
Harvard University, where he did research in borane chemistry that contributed to Professor W.
N. Lipscomb’s 1976 Nobel Prize in Chemistry. He is also the author of nine books and
approximately 80 scientific papers and patents.

Dr. Boer previously served on the Boards of the following IACs and then-separate
Rhodes entities: MNP Consulting Limited (Delaware); Mundipharma Verwaltungsgesellschaft
mbH (Germany); Napp Pharmaceutical Holdings Ltd. (United Kingdom); Rhodes
Pharmaceuticals Inc. (New York); Rhodes Technologies Inc. (Delaware); and SVC Pharma Inc.
(Delaware). He resigned from each of these positions on or prior to August 26, 2018.

2. Formation of the Special Committee

Purdue Pharma’s governance documents irrevocably granted an independent Special
Committee of the Board of Directors exclusive authority over the prosecution, defense, and
settlement of any causes of action Purdue Pharma may assert against its shareholders as well as
members of the Sackler Families and their affiliates.

On May 14, 2019, PPI’s shareholders adopted an Amended and Restated Shareholders’
Agreement (the “Shareholders’ Agreement”) which, among things, established a “Transaction
Committee,” and on the same date, PPI filed a corresponding Restated Certificate of
Incorporation (“Restated Certificate of Incorporation”). The Restated Certificate of
Incorporation provided that the Transaction Committee would be composed of the independent
Chairman of the Board, who would chair the committee, and such other Directors appointed by a
majority of the Board, none of whom could be a member of the Sackler Families. The Restated
Certificate of Incorporation gave the Transaction Committee exclusive authority over “all
dividends by the Corporation to its Shareholders and all distributions by PPLP to its general
and/or limited partners.” The Restated Certificate of Incorporation also gave the Transaction
Committee authority over any “Affiliate Transaction,” defined as including transactions between
PPI, PPLP, or PPLP’s subsidiaries, on the one hand, and any Class A Shareholder, any Class B
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Shareholder, any person specified by the Class A or B Shareholders, and any affiliate (other than
PPI, PPLP or PPLP’s subsidiaries), on the other hand.

On September 3, 2019, PPI’s shareholders agreed to an amendment of the Shareholders’
Agreement that, among other things, renamed the Transaction Committee the ‘“Special
Committee,” and on the same date, PPI filed a Certificate of Amendment to its Restated
Certificate of Incorporation (“A&R Certificate of Incorporation”). The A&R Certificate of
Incorporation gave the Special Committee the same authorities as had been granted to the
Transaction Committee and, in addition, authority over “Affiliate Litigation,” defined as “the
prosecution, defense or settlement of any claim or litigation” between the Debtors and the
Sackler Families, trusts established by or for the benefit of members of the Sackler Families, and
other Sackler-related entities, including the IACs (collectively, the “Sackler Entities”). The
A&R Certificate of Incorporation made clear that “no dividend, distribution, Affiliate
Transaction or Affiliate Litigation shall take place without the approval of the Special
Committee.” The A&R Certificate of Incorporation did not modify the composition of the
Special Committee, except to allow any At-Large Director to serve as chair of the Special
Committee, and still prohibited any member of the Sacker Families from serving on it.>*

Chairman Miller and At-Large Directors Buckfire, Cola and Dubel are the members of
the Special Committee. Mr. Dubel serves as Chairman of the Committee. Each member of the
Special Committee has decades of restructuring and/or corporate governance expertise, including,
in the case of Mr. Cola, in the pharmaceutical and life sciences industries. Their resumes can be
found above, see supra Article IL.LE..1. None of the Directors serving on the Special Committee
has any prior relationship with either of the Sackler Families.

To further safeguard their independence, the members of the Special Committee are
protected against removal by the shareholders. A letter agreement executed by PPI’s
shareholders, dated November 6, 2019 (“2019 Letter Agreement”), irrevocably delegated to the
General Counsel of PPI, as proxy for PPI’s shareholders, several of the shareholders’ rights,
including the ability to appoint and remove the Chairman of the Board and the At-Large
Directors, all of whom serve on the Special Committee. The 2019 Letter Agreement directs the
General Counsel of PPI to act in accordance with the vote of two-thirds of the Directors in Office
of PPI and, in the case of any decision to remove any Director from the Board, to disregard the
vote of any affected Director.

3. Other Governance Improvements

In addition to adding the independent Directors to the Board and forming the Special
Committee (as described above), the Debtors made other significant changes with the goal of
allowing the Debtors to operate independently before commencement of these Chapter 11 Cases.
All general partnership relationships between Debtor and non-Debtor entities were terminated
prior to the Petition Date. In particular, PPI was removed from its role as the general partner of
certain non-Debtor entities and replaced certain non-Debtor entities as the general partner of
Debtor entities Purdue Pharmaceutical Products L.P., Avrio Health L.P. and Purdue

3 As defined in the A&R Certificate of Incorporation, At-Large Directors are those elected jointly by the Class A
Shareholders and the Class B Shareholders.
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Neuroscience Company. As a result, all of PPLP’s subsidiaries were directly or indirectly
effectively managed by PPI as of the Petition Date and during the pendency of these Chapter 11
Cases. Officers or employees of PPLP that were simultaneously directors, officers or employees
of IACs resigned from such roles at either such IACs or PPLP. As a result, no current officer or
employee of PPLP was director, officer or employee of any IAC on the Petition Date or during
the pendency of these Chapter 11 Cases. In addition, under the supervision of the Special
Committee, the Debtors reviewed agreements between the Debtors and the IACs and terminated,
amended or documented such agreements as appropriate.

4. Cessation of Cash Distributions

All cash distributions to the Sackler Families ceased in 2017. In 2017, Purdue Pharma
lent $313 million to its parent, Pharmaceutical Research Associates L.P. (“PRA”), which was
repaid prior to the Petition Date. A loan of $1.7 million by Purdue Pharma to an IAC was also
repaid in 2018. There are no remaining outstanding loans from Purdue Pharma to any of the
IACs. Reimbursement of the officer/director legal fees owed to members of the Sackler Families
ceased as of March 1, 2019, and certain expenses of members of the Sackler Families over the
last 10 years have been repaid.

At the direction of the Special Committee and Davis Polk, AlixPartners LLP
(“AlixPartners”) (with the support of Davis Polk and Bates White LLC (“Bates White”))
prepared (i) a 355-page report (the “Cash Transfers of Value Report”) setting forth the results
of a comprehensive cash transfers of value analysis, based on the identification and
quantification of transfers of value on or after January 1, 2008 made as cash distributions,
compensation, legal expenses and benefits provided to or for the benefit of the Sackler Families;
and (ii) a 400-page report (the “Intercompany and Non-Cash Transfers Analysis”) setting
forth the results of a comprehensive intercompany and non-cash transfer analysis based on the
identification and quantification of significant transfers of value on or after January 1, 2008
made as non-cash transfers and cash payments for goods, services, and other consideration
among Purdue, PRA, the IACs, and Rhodes. The Cash Transfers of Value Report exhaustively
details the $10.4 billion of cash distributions made to or for the benefit for the shareholders from
January 1, 2008 to September 30, 2019 (in particular, $4.1 billion in US partner cash
distributions, $1.5 billion in distributions for the benefit of ex-US IACs, and $4.7 billion in tax
distributions). The Intercompany and Non-Cash Transfers Analysis identifies and describes 27
categories of dealings between Debtor entities and the IACs, including terms of licenses for
various drugs sold by the Debtor entities and IACs, shared R&D, manufacturing and
administrative services, and purchases of finished products and active pharmaceutical ingredients,
and details 10 non-cash distributions of assets from Purdue Pharma to PRA, which include
distributions of equity interests in other IACs and third-party pharmaceutical companies and of
certain intellectual property rights.

Together, these two massively detailed reports provide a complete and total catalog of the
financial and contractual connections between the Debtors and the Sackler Families dating back
more than a decade. These two reports exemplify the Debtors’ extraordinary transparency and
commitment to providing creditors and other parties-in-interest with the information necessary to
evaluate potential claims and progress towards a settlement.
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On December 16, 2019, the Debtors filed the Cash Transfers of Value Report with the
Bankruptcy Court [D.I. 654]. On May 29, 2020, the Debtors filed the Intercompany and Non-
Cash Transfers Analysis with the Bankruptcy Court [D.1. 1194].

ARTICLE III

THE CHAPTER 11 CASES

On the Petition Date, each Debtor filed a voluntary petition for relief under chapter 11 of
the Bankruptcy Code. The Chapter 11 Cases are being jointly administered under the caption /n
re Purdue Pharma L.P., Case No. 19-23649. The Debtors have continued in possession of their
property and have continued to operate and manage their businesses as debtors in possession
pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. No trustee or examiner has been
appointed in these Chapter 11 Cases.

A. First-Day Motions

On the Petition Date, the Debtors filed a number of “first-day” motions and applications
seeking various relief from the Bankruptcy Court and authorizing the Debtors to maintain their
operations in the ordinary course (collectively, the “First-Day Motions). This relief was
designed to ensure a seamless transition between the Debtors’ pre-petition and post-petition
business operations, facilitate a smooth transition into chapter 11, maximize the value of the
Debtors’ assets, and minimize the effects of the commencement of the Chapter 11 Cases. A
description of the First-Day Motions is set forth in the Declaration of Jon Lowne in Support of
Debtors’ Chapter 11 Petitions and First Day Pleadings [D.1. 3].

B. Appointment of Statutory Committee

On September 27, 2019, the United States Trustee for the Southern District of New York
appointed the official committee of unsecured creditors (the “Creditors’ Committee”). The
Creditors” Committee, as originally constituted, comprised the following entities and persons:
(1) Blue Cross and Blue Shield Association; (2) CVS Caremark Part D Services, L.L.C. and
CaremarkPCS Health, L.L.C.; (3) Ryan Hampton; (4) Cheryl Juaire; (5) LTS Lohmann Therapy
Systems, Corp.; (6) Pension Benefit Guaranty Corporation; (7) Walter Lee Salmons; (8) Kara
Trainor; and (9) West Boca Medical Center. See Notice of Appointment of Official Committee of
Unsecured Creditors [D.1. 131].

On October 21, 2019, the Creditors’ Committee granted a request by the MSGE?* to join
the Creditors’ Committee in an ex officio capacity, and the MSGE designated Cameron County,
Texas to act as an ex officio member.

On October 9, 2019, the Native American Tribes filed a motion requesting entry of an
order directing the U.S. Trustee to appoint an official committee of Native American affiliated
creditors comprising Native American tribes, tribal members and/or support organizations, health
organizations or clinics that serve Native American communities. See Motion Seeking
Appointment of an Official Committee of Native American and Native American Alffiliated

35 The Rule 2019 Statement describing the composition of the MSGE is filed at D.1. 1794.
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Creditors [D.I. 276]. On November 4, 2019, the Creditors’ Committee invited the Native
American Tribes to serve as an ex officio member of the Creditors’ Committee. On November 6,
2019, the Native American tribes appointed the Cheyenne and Arapaho Tribes to serve as an ex
officio member of the Creditors’ Committee and agreed to withdraw their motion.

On June 18, 2020, the Creditors Committee invited certain public school districts (the
“Public School Districts”) to serve as an ex officio member of the Creditors’ Committee. The
Public School Districts accepted this invitation on June 19, 2020 and appointed Thornton
Township High School District 205 to serve as an ex officio member of the Creditors’
Committee.

C. Filing of Schedules of Assets and Liabilities and Statements of Financial Affairs

On September 23, 2019, the Debtors filed the Debtors’ Motion for an Order Extending
the Time to File Schedules of Assets and Liabilities, Schedules of Current Income and
Expenditures, Schedules of Executory Contracts and Unexpired Leases, and Statements of
Financial Affairs [D.1. 3] (the “Extension Motion”). On September 18, 2019, the Bankruptcy
Court entered an order approving the Extension Motion [D.I. 7]. On October 29, 2019, the
Debtors filed their Schedules of Assets and Liabilities and Statements of Financial Affairs [D.I.
357-405].

D. Professional Advisors
The Debtors’ primary professional advisors include the following:

. On September 16, 2019, the Debtors filed the Application for an Order
Appointing Prime Clerk LLC as Claims and Noticing Agent for the Debtors
[D.I. 4] (the “Prime Clerk 156(c) Retention Application). On September 18,
2019, the Bankruptcy Court entered an order approving the Prime Clerk 156(c)
Retention Application [D.I. 60]. On November 6, 2019, the Debtors filed the
Application for an Order Authorizing Employment and Retention of Prime Clerk
LLC as Administrative Advisor Nunc Pro Tunc to the Petition Date [D.1. 439] (the
“Prime Clerk Retention Application”). On November 21, 2019, the
Bankruptcy Court entered an order approving the Prime Clerk Retention
Application [D.I. 531].

. On November 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ Davis Polk & Wardwell LLP as Attorneys for the Debtors
Nunc Pro Tunc to The Petition Date [D.1. 419] (the “Davis Polk Retention
Application”). On November 25, 2019, the Bankruptcy Court entered an order
approving the Davis Polk Retention Application [D.I. 542].

. On November 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ Dechert LLP as Special Counsel for the Debtors Nunc Pro
Tunc to The Petition Date [D.1. 424] (the “Dechert Retention Application”). On
November 21, 2019, the Bankruptcy Court entered an order approving the
Dechert Retention Application [D.I. 525].
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. On November 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ King & Spalding LLP as Special Counsel for the Debtors
Nunc Pro Tunc to The Petition Date [D.1. 427] (the “King & Spalding Retention
Application”). On November 25, 2019, the Bankruptcy Court entered an order
approving the King & Spalding Retention Application [D.I. 543].

. On November 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ Wilmer Cutler Pickering Hale and Dorr LLP as Special
Counsel for the Debtors Nunc Pro Tunc to the Petition Date [D.1. 428] (the
“Wilmer Hale Retention Application”). On November 25, 2019, the
Bankruptcy Court entered an order approving the Wilmer Hale Retention
Application [D.I. 544].

. On November 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ AlixPartners, LLP as Financial Advisor Nunc Pro Tunc to
the Petition Date [D.1. 429] (the “AlixPartners Retention Application”). On
November 21, 2019, the Bankruptcy Court entered an order approving the
AlixPartners Retention Application [D.I. 527].

. On November 5, 2019, the Debtors filed the Debtors’ Application to Employ PJT
Partners LP as Investment Banker Nunc Pro Tunc to the Petition Date [D.1. 430]
(the “PJT Retention Application”). On December 5, 2019, the Debtors filed the
Supplemental Declaration of Timothy Coleman in Support of the Debtors’
Application to Employ PJT Partners LP as Investment Banker Nunc Pro Tunc to
the Petition Date [D.I. 590]. On December 20, 2019, the Bankruptcy Court
entered an order approving the PJT Retention Application [D.I. 728].

. On November 5, 2019, the Debtors filed the Debtors’ Application to Employ
Ernst & Young LLP as Its Auditor Nunc Pro Tunc to the Petition Date [D.1. 432]
(the “E&Y Retention Application”). On December 23, 2019, the Bankruptcy
Court entered an order approving the E&Y Retention Application [D.I. 698]. On
August 21, 2020, the Debtors filed the Notice of Expansion of Scope of Services to
Be Provided Pursuant to the Ernst & Young Retention Order [D.I. 1598]. On
September 22, 2020, the Debtors filed the Second Notice of Expansion of Scope of
Services to Be Provided Pursuant to the Ernst & Young Retention Order [D.1.
1713]. On August 21, 2020, the Debtors filed the Third Notice of Expansion of
Scope of Services to Be Provided Pursuant to the Ernst & Young Retention Order
[D.I. 2035].

. On November 6, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ Skadden, Arps, Slate, Meagher & Flom LLP as Special
Counsel to the Debtors Nunc Pro Tunc to the Petition Date [D.I. 438] (the
“Skadden Retention Application). On November 25, 2019, the Bankruptcy
Court entered an order approving the Skadden Retention Application [D.I. 545].

. On December 5, 2019, the Debtors filed the Application of Debtors for an Order
Authorizing Them to Retain and Employ Jones Day as Special Counsel, Nunc Pro
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Tunc to the Petition Date [D.1. 592] (the “Jones Day Retention Application™).
On December 20, 2019, the Bankruptcy Court entered an order approving the
Jones Day Retention Application [D.I. 690].

. On December 5, 2019, the Debtors filed the Application of Debtors for Authority
to Retain and Employ Arnold & Porter Kaye Scholer LLP as Special Counsel to
the Debtors Nunc Pro Tunc to the Petition Date [D.I. 593] (the “Arnold &
Porter Retention Application”). On December 20, 2019, the Bankruptcy Court
entered an order approving the Arnold & Porter Retention Application [D.I. 691].

. On February 7, 2020, the Debtors filed the Application for Order Authorizing
Employment and Retention of KPMG LLP as Tax Consultants to the Debtors and
the Official Committee of Unsecured Creditors Nunc Pro Tunc to December 23,
2019 [D.I. 815] (the “KPMG Retention Application”). On February 24, 2020,
the Bankruptcy Court entered an order approving the KPMG Retention
Application [D.I. 867].

. On May 13, 2020, the Debtors filed the Application of Debtors for Authority to
Retain and Employ Cornerstone Research as Consultants to the Debtors Nunc
Pro Tunc to January 14, 2020 [D.I. 1150] (the “Cornerstone Retention
Application”). On June 11, 2020, the Bankruptcy Court entered an order
approving the Cornerstone Retention Application [D.I. 1255].

. The Bankruptcy Court approved procedures for the Debtors to retain and employ
certain professionals utilized by the Debtors in the ordinary course of business
pursuant to an order entered on November 26, 2019 [D.I. 548].

E. CCAA Proceedings

The Chapter 11 Cases have been recognized in proceedings commenced before the
Ontario Superior Court of Justice (Commercial List) in Toronto, Ontario, Canada (the
“Canadian Court”) under Case No. CV-19-627656-00CL. On February 10, 2020, the Canadian
Court entered the Recognition Order Regarding Bar Date Order and Other Relief, recognizing
the Initial Bar Date Order, in the Debtors’ foreign proceeding under Canada’s Companies’
Creditors Arrangement Act, R.S.C. 1985, c¢. C-36, as amended (the “CCAA Proceeding”).

The orders issued by the Canadian Court, among other things, (i) recognized the Chapter
11 Cases as “foreign main proceedings” under the CCAA; (ii) stayed (a) all proceedings in
Canada currently under way against or in respect of any of the Debtors or affecting their business
or property and (b) all proceedings against certain Canadian affiliates of the Debtors, including
Purdue Pharma Inc., Purdue Frederick Inc., and Purdue Pharma;*¢ (iii) appointed Ernst & Young
Inc. as information officer to report to the Canadian Court, creditors and other stakeholders in
Canada on the status of the Chapter 11 proceedings; and (iv) recognized certain orders entered in

36 As used in this sentence, “Purdue Pharma Inc.” and “Purdue Pharma” refer to Canadian entities that are IACs and
not the Debtor entities PPI or PPLP.
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the Chapter 11 Cases to permit the Chapter 11 Debtors to continue operating their respective
businesses during the course of the Chapter 11 Proceedings.

F. Settlement Framework

Shortly before the Petition Date, the Debtors, the Sackler Families, and the Ad Hoc
Committee reached an agreement in principle regarding the Settlement Framework (as defined
above). The Settlement Framework had three basic components: (1) Purdue Pharma’s existing
shareholders would relinquish all of their equity interests in the Debtors and consent to the
transfer of all of the Debtors’ assets to a trust or similar post-emergence structure for the benefit
of claimants and the U.S. public, “free and clear” of liabilities to the fullest extent permitted by
law; (2) Purdue Pharma’s existing shareholders would engage in a sale process for their ex-U.S.
pharmaceutical companies; and (3) Purdue Pharma’s existing shareholders would contribute an
additional $3 billion over seven years (in addition to 100% of the value of all 24 Debtors), with
the hope of substantial further contemplated contributions from the sales of their ex-U.S.
pharmaceutical businesses. This Settlement Framework served as the starting point for
negotiating a settlement that could be finalized and effectuated only through chapter 11.

As the Debtors explained early in these Chapter 11 Cases, the Debtors have long viewed
the process of confirming a Plan as requiring passing through four “gates.” Gate one was
reaching agreement with a critical mass of important plaintiff constituencies and the Sackler
Families on the Settlement Framework shortly before the Petition Date. Gate two was
memorializing the Settlement Framework in the term sheet agreed by and among the Debtors,
the Ad Hoc Committee, and the Sackler Families filed with the Court on October 8, 2019. See
Notice of Filing of Term Sheet with Ad Hoc Committee [D.I. 257]. Gate three was proposing a
comprehensive restructuring transaction based on the Settlement Framework, which the Debtors
had always recognized would require massive amounts of diligence, structuring and
negotiation. See Nov. 19, 2019 Hr’g Tr. 70:8-71:14. The Debtors and their key stakeholders
engaged in an extensive process leading up to filing the Plan, including through the Court-
ordered Mediation (defined below), to develop, build upon and refine the Settlement
Framework. That process involved negotiating the proposed terms of the settlement of claims
against the Debtors’ shareholders, reaching agreement on the allocation of estate value among
various classes of creditors and addressing a host of other issues expressly left open in the term
sheet memorializing the Settlement Framework. The Plan represents the culmination of this
intensive further negotiation and diligence process. Gate four is the Confirmation Hearing where
the Debtors will seek approval of the substantially improved settlement embodied in the Plan.

G. Preliminary Injunction and Voluntary Injunction

On September 18, 2019, the Debtors filed the Motion for a Preliminary Injunction [Adv.
Proc. No. 19-08289, D.I. 2, 3] (the “Preliminary Injunction Motion”) for a preliminary
injunction (the “Preliminary Injunction”) to stay active litigation against the Debtors, as well as
against their current and former owners (including any trusts and their respective trustees and
beneficiaries), officers, directors, employees, and associated entities, arising out of the Debtors’
manufacture, distribution, and sale of prescription opioid medications.
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The Preliminary Injunction Motion also sought entry of a voluntary injunction against the
Debtors, enjoining the Debtors from, among other things, promoting opioid products and
providing financial support to third parties for the purpose of promoting opioids or opioid
products, subject to enforcement by the Bankruptcy Court (the “Voluntary Injunction”). The
Debtors requested that the unprecedented Voluntary Injunction be entered to subject themselves
to the coercive power of the Court with respect to the commitments set forth therein, to make
clear that they are not in any way using chapter 11 as an improper shield for conduct challenged
in the Pending Actions, and to demonstrate that they are committed to safely and responsibly
maintaining the continuity of supply of the Debtors’ FDA-approved medications and fully
complying with all federal and state laws and regulations governing pharmaceutical companies.

On October 11, 2019, the Bankruptcy Court held an evidentiary hearing on the Debtors’
Preliminary Injunction Motion. The Preliminary Injunction Motion was supported by certain
estate stakeholders, including the Creditors Committee and Ad Hoc Committee, and was
opposed by the NCSG and other objectors. On October 11, 2019, the Bankruptcy Court issued
an oral ruling entering the Preliminary Injunction, including the Voluntary Injunction, on an
interim basis through and including November 6, 2019. See Order Pursuant to 11 U.S.C. § 105(a)
Granting, in part, Motion for a Preliminary Injunction, Purdue Pharma L.P. v. Commonw. of
Mass., Adv. Pro. No. 19-08289 (Bankr. S.D.N.Y. Oct. 11, 2019) [D.I. 82]. On November 6,
2019, the Bankruptcy Court granted the Preliminary Injunction, including the Voluntary
Injunction, through April 8, 2020, again over the objection of the NCSG and other objectors,
including certain Tennessee plaintiffs (“Tennessee Plaintiffs”). See Second Amended Order
Pursuant to 11 U.S.C. § 105(a) Granting Motion for a Preliminary Injunction, Purdue Pharma
L.P.v. Commonw. of Mass., Adv. Pro. No. 19-08289 (Bankr. S.D.N.Y. Nov. 6, 2019) [D.I. 105].
On March 30, 2020, the Bankruptcy Court entered an order granting the Debtors’ motion to
extend the Preliminary Injunction, including the Voluntary Injunction, for an additional 180 days,
until October 5, 2020, over the limited objection of the NCSG and the Tennessee Plaintiffs. See
Eighth Amended Order Pursuant to 11 U.S.C. § 105(a) Granting Motion for a Preliminary
Injunction, Purdue Pharma L.P. v. Commonw. of Mass., Adv. Pro. No. 19-08289 (Bankr.
S.D.N.Y. March 30, 2020) [D.I. 168].>” On October 1, 2020, the Bankruptcy Court entered an
order granting the Debtors’ motion to extend the Preliminary Injunction, including the Voluntary
Injunction, until March 1, 2021, over the limited objection of the NCSG, the Tennessee Plaintiffs,
and certain other objectors. See Thirteenth Amended Order Pursuant to 11 U.S.C. § 105(a)
Granting Motion for a Preliminary Injunction, Purdue Pharma L.P. v. Commonw. of Mass., Adv.
Pro. No. 19-08289 (Bankr. S.D.N.Y. October 1, 2020) [D.I. 194]. On March 1, 2021, the
Bankruptcy Court entered an order granting the Debtors’ motion to extend the Preliminary
Injunction, including the Voluntary Injunction, until March 24, 2021, over the limited objection
of the Tennessee Plaintiffs. See Fifteenth Amended Order Pursuant to 11 U.S.C. § 105(a)
Granting Motion for a Preliminary Injunction, Purdue Pharma L.P. v. Commonw. of Mass., Adv.
Pro. No. 19-08289 (Bankr. S.D.N.Y. March 1, 2021) [D.I. 224] (the “Injunction Order”).

37 On August 11, 2020, in an appeal filed by the Tennessee Plaintiffs, the United States District Court for the
Southern District of New York affirmed the Preliminary Injunction, as extended by the Bankruptcy Court on March
30, 2020. See In re Purdue Pharmaceuticals, L.P., No. 19-cv-10941 (CM), 2020 WL 4596869 (S.D.N.Y. Aug. 11,
2020).
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The Voluntary Injunction, the terms of which reflect extensive discussions with and input
from parties-in-interest including the NCSG, enjoins the Debtors from, among other things:
(1) engaging in the promotion of opioids or opioid products to prescribers and patients, including
through (a) employing sales representatives to promote opioids or opioid products, or
(b) supporting (financially, in-kind, or by distributing) any advertising that promotes opioid or
opioid products, whether print or online; (2) compensating (a) sales or marketing employees
through agreements or packages tied to sales volume, sales goals, or sales quotas for opioid
products, or (b) any person for the prescribing, sale, use, or distribution of opioid products
(except through rebates, chargebacks, and/or savings cards); and (3) sponsoring or supporting
(financially or in-kind) any medical society or patient advocacy group for the purpose of
promoting opioid products. There are exceptions in the Voluntary Injunction to permit Debtors,
among other things, to maintain a corporate website and to continue to provide information
required by law, scientific and medical information, and information on the FDA-approved
labeling.

H. Appointment of Monitor

At the Bankruptcy Court’s suggestion, the Debtors agreed to retain a monitor, selected in
consultation with the Creditors’ Committee, the NCSG, and the Ad Hoc Committee, to report on
the Debtors’ compliance with the terms of the Voluntary Injunction every 90 days. On February
21, 2020, the Debtors retained Secretary Thomas J. Vilsack, former United States Secretary of
Agriculture and former Governor of Iowa, to serve as the monitor (“Monitor”).

On May 20, 2020, the Monitor filed the Initial Monitor Report [D.I. 1175] (the “Initial
Monitor Report”) with the Bankruptcy Court, describing actions taken by the Monitor to date to
determine compliance with the terms and conditions of the Voluntary Injunction and providing a
set of recommendations. On August 18, 2020, the Monitor filed the Second Monitor Report [D.I.
1584] (the “Second Monitor Report”) with the Bankruptcy Court, describing the steps taken
since the Initial Monitor Report to determine compliance with the terms and conditions of the
Voluntary Injunction, including retention of expert services, and providing a set of further
recommendations. On November 16, 2020, the Monitor filed the Third Monitor Report [D.I.
1956] (the “Third Monitor Report”) with the Bankruptcy Court, describing the steps taken
since the Second Monitor Report to determine compliance with the terms and conditions of the
Voluntary Injunction and providing a set of further recommendations. On February 3, 2021, the
Monitor filed the Fourth and Final Monitor’s Report [D.I. 2350] (the “Fourth Monitor’s
Report”) describing the steps taken since the Third Monitor Report to determine compliance
with the terms and conditions of the Voluntary Injunction and providing a set of further
recommendations. In each of these four reports, the Monitor stated that the Debtors had been
“responsive and cooperative” with the Monitor and that they had made “good faith efforts to
comply with the terms and conditions of the Voluntary Injunction.”

On February 3, 2021, pursuant to the Fourth and Final Monitor’s Report, Secretary
Vilsack formally requested in the Fourth Monitor’s Report to be discharged of his duties as
Monitor. On February 18, 2021, the Debtors retained Stephen Bullock, former Montana
Governor and former Montana Attorney General to replace Secretary Vilsack as Monitor.
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L. Appointment of Fee Examiner

On April 8, 2020, the Bankruptcy Court entered the Order Authorizing the Appointment
of Independent Fee Examiner Pursuant to 11 US.C. § 105(a) and Modifying Interim
Compensation Procedures for Certain Professionals Employed Pursuant to 11 U.S.C. § 327 [D.L.
1023], appointing David M. Klauder as the fee examiner in these Chapter 11 Cases.

J. Emergency Relief Fund Negotiations

Soon after the Petition Date, negotiations began between the Debtors, the UCC, the AHC,
the NCSG, the MSGE and various other stakeholders regarding a proposal to dedicate
approximately $200 million of the Debtors’ cash on hand to establish an emergency relief fund
(the “ERF” or the “Emergency Relief Fund”) during the pendency of the Chapter 11 Cases to
provide emergency relief and assistance to respond to the opioid crisis. The Debtors supported
the proposal to establish the ERF and believed that the ERF should be distributed as quickly and
efficiently as practicable, with the goal of putting the Debtors’ assets to work funding worthy
causes on the front lines of the opioid crisis rather than sitting on the Debtors’ balance sheet.

After high-level negotiations among the parties regarding the nature of the ERF during
the initial months of the Chapter 11 Cases, both the Creditors’ Committee and AHC began
developing detailed proposals for the structure of the ERF. While the AHC worked extensively
with governmental constituencies to develop their proposal, the Debtors in parallel worked with
the Creditors’ Committee to refine the Creditors” Committee’s initial proposal. During this time,
the parties also continued to engage with each other regarding their high-level goals and
priorities in structuring the ERF. On January 22, 2020, the Debtors and the Creditors’
Committee provided a working draft proposed structure of the ERF to the AHC, and the AHC
provided a draft proposal for the structure of the ERF that had the support of their group and
reflected extensive input from the NCSG (although not their formal endorsement). The Debtors
then worked extensively with the Creditors’ Committee and AHC to understand the goals
underlying their respective proposals, as well as engaged with the NCSG and the MSGE to
understand their specific viewpoints. On February 27, 2020, the Debtors hosted dozens of
representatives of major creditor constituencies and interested governmental organizations at a
summit in an attempt to negotiate the terms of a unified proposal for an ERF. The Debtors also
attempted to craft a proposal that incorporated concepts from the proposals of both the Creditors’
Committee and AHC in order to reach a compromise.

These extensive and good-faith negotiations, however, failed to yield full consensus
among the parties regarding the proposed structure and governance of the ERF. While the
parties were able to reach agreement on the total size of the ERF, the geographic distribution of
the funds, and the process of developing initial state/territory-level grant funding proposals, the
parties were unable to reach agreement on, among other things, (i) the composition of an ERF
review board that would oversee grant allocation decisions and the level of oversight to be
provided by such board and (ii) the types of programs that should be eligible for grants,
including the degree to which grants should be allocated to newly developed programs relative to
existing programs.
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Nevertheless, while the parties were not able to reach agreement on an ERF structure that
was fully supported by all major case constituencies, the Plan accomplishes the essential goals of
the ERF, albeit at a later date, because it contemplates that the distributions to Non-Federal
Public Claimants and each of the Private Claimant groups other than the Personal Injury
Claimants (as defined below), will dedicate all value received by them through the Plan
exclusively to programs designed to abate the opioid crisis.

K. Bar Date

On January 3, 2020, the Debtors filed the Debtors’ Motion for Entry of an Order
(1) Establishing Deadlines for Filing Proofs of Claim and Procedures Relating Thereto,
(11) Approving the Proof of Claim Forms, and (III) Approving the Form and Manner of Notice
Thereof [D.I. 717] (the “Bar Date Motion”). On February 3, 2020, the Bankruptcy Court
entered an order approving the Bar Date Motion [D.I. 800] (the “Bar Date Order”), establishing
5:00 p.m. (Prevailing Eastern Time) on June 30, 2020 (the “Initial General Bar Date”) as the
deadline for all persons and entities (including, without limitation, individuals, partnerships,
corporations, joint ventures, trusts, governmental units, and Native American Tribes), holding a
pre-petition claim, as defined in section 101(5) of the Bankruptcy Code (a “Claim”), against the
Debtors which arose on or prior to the Petition Date, to file a proof of claim. On May 20, 2020,
the Debtors filed the Debtors’ Motion Pursuant to 11 U.S.C. §§ 105(a) and 501 and Federal
Rules of Bankruptcy Procedure 2002 and 3003(c)(3) for Entry of an Order (I) Extending the
General Bar Date for a Limited Period and (Il) Approving the Form and Manner of Notice
Thereof [D.I. 1178] (the “Bar Date Extension Motion”). On June 3, 2020, the Bankruptcy
Court entered an order approving the Bar Date Extension Motion [D.I. 1221] (the “Bar Date
Extension Order”), extending the Initial General Bar Date to July 30, 2020 at 5:00 p.m.
(Prevailing Eastern Time) (the “General Bar Date”).

Specifically, the Bar Date Extension Order established the following deadlines for filing
proofs of claim:

. General Bar Date: 5:00 p.m. (Prevailing Eastern Time) on July 30, 2020, as the
deadline for each person (as defined in section 101(41) of the Bankruptcy Code),
governmental unit (as defined in section 101(27) of the Bankruptcy Code), and
Native American Tribe to file a proof of claim (as defined in section 101(5) of the
Bankruptcy Code) against the Debtors which arose on or prior to September 15,
2019.

. Rejection Damages Bar Date: the later of: (i) the General Bar Date; and
(i1) thirty (30) days after entry of any order authorizing the rejection of such
executory contract or unexpired lease of the Debtors as the deadline by which
claimants asserting claims resulting from the Debtors’ rejection of an executory
contract or unexpired lease must file proofs of claim for damages arising from
such rejection.

. Amended Schedules Bar Date: the later of: (i) the General Bar Date; and
(i1) thirty (30) days after such holders of affected claims are served with notice
that the Debtors amended their Schedules of Assets and Liabilities and/or
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Statements of Financial Affairs (collectively, the “Schedules”) to identify, reduce,
delete, or change the amount, priority, classification, or other status of such a
claim as the deadline by which claimants holding claims affected by such
amendment or supplement must file proofs of claim with respect to such claim.

The Debtors’ notice program provided actual notice of the Bar Dates to known claimants,
and included a supplemental notice plan (the “Supplemental Notice Plan”) to provide an
extraordinarily broad array of forms of publication notice to unknown claimants.

The Bar Date form of notice (the “Bar Date Notice”) (i) notifies claimants of the Bar
Dates: (a) who must file a proof of claim, (b) the procedures for filing a proof of claim, and
(c) the consequences of failing to timely file a proof of claim; and (ii) states that for a claim to be
validly and properly filed, a signed original of the proof of claim form, together with any
accompanying documentation, must be filed with Prime Clerk, LLC or the Bankruptcy Court on
or before the appropriate Bar Date. The Debtors provided actual notice of the Bar Dates to all
known claimants by serving them with the following: (a) the Bar Date Notice and (b) the
appropriate proof of claim form(s) and instructions.

The Supplemental Notice Plan employed six additional primary methods of providing
notice: (i) paid media (e.g., television, radio, magazine, and newspaper); (ii) online displays
across multiple devices and videos (e.g., YouTube); (iii) social media campaigns (e.g., Facebook,
Twitter); (iv) out-of-home advertising (e.g., billboards); (v) earned media (e.g., press releases,
blogs); and (vi) community outreach.

The Supplemental Notice Plan provided publication notice to areas where claims have
arisen or where potential claimants may now be located, including the United States and the U.S.
Territories of Guam, U.S. Virgin Islands, Marianas, American Samoa, and Puerto Rico, using the
following: (a) broadcast and cable television, radio (terrestrial and streaming), and traditional
print media such as magazines and newspapers; (b) various online displays and videos on
websites such as YouTube and Google; (c) social media, networking and engaging influencers
on websites such as Facebook, Instagram, Twitter, and LinkedIn; (d) static and digital billboards
located in high traffic areas; (e) press releases; and (f) community outreach via a one-page notice
to (x) all prescribers of Purdue brand name medications, (y) U.S. pharmacies and institutions that
received certain brand name and generic opioid medications, and (z) third-party organizations
such as tribal leaders, veterans communities, treatment and addiction centers, mobile health
teams, mining communities, religious leaders, homeless and women’s shelters, and government
agencies. The Supplemental Notice Plan provided publication notice in both French and English
in Canada using the following: (a) traditional print media such as magazines and newspapers;
(b) online and social media, including Google, Facebook, Instagram, and YouTube; and (c) press
releases.

Additionally, the Debtors published the notice of the Bar Dates across several print
publications in the United States and Canada. In the United States, the Debtors published the full
Bar Date Notice in three (3) nationally circulated newspapers and published a summary notice of
the Bar Dates in eight (8) consumer magazines, fourteen (14) industry-specific trade magazines,
and seventy-nine (79) local newspapers in eleven (11) states. In Canada, the Debtors published a
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summary notice of the Bar Dates in nine (9) nationally distributed magazines and three (3)
nationally circulated newspapers.

The Supplemental Notice Plan cost over $20 million and included a total of over 1.5
billion impressions across social media, display and search platforms. The nearly unprecedented
reach and cost of the Supplemental Noticing Plan, which the Debtors developed while engaging
extensively with key creditor constituencies, was carefully tailored to the circumstances of
potential claims and provided publication notice far beyond what is customary in typical chapter
11 cases. The Bankruptcy Court included in the Bar Date Order its finding that the noticing
procedures outlined therein constituted good, sufficient and due notice of the Bar Dates and the
procedures for filing proofs of claim in these Chapter 11 Cases.

L. Sale of Rhodes Technologies Manufacturing Facility and Entry into Supply
Agreement

In April 2020, the Debtors made the decision to explore strategic alternatives with respect
to Rhodes Tech’s active pharmaceutical ingredient (“API”) manufacturing business. The
Debtors determined that a transition away from the API manufacturing facility located in
Coventry, Rhode Island (the “Coventry Facility”’) would have the effect of unburdening the
Debtors from the facility’s extensive annual fixed operating costs, creating a variable cost
structure as volumes decrease. The Debtors could not, however, transition away from the
Coventry Facility without securing an alternative source of APIs from a credible, high-quality
supplier with experience in the API manufacturing industry, and doing so at a lower cost than
was then incurred by manufacturing APIs “in house.” Following an extensive marketing and
negotiation process, on September 14, 2020, Debtor Rhodes Technologies, Noramco Coventry
LLC (the “Purchaser”), and Noramco LLC (“Normaco”), as guarantor of Purchaser’s
obligations, executed an asset purchase agreement (the “APA”) in contemplation of a sale of the
Coventry Facility and related assets to the Purchaser and agreed to enter into a long-term supply
agreement (the “Supply Agreement”) under which Noramco would supply the Debtors with all
products then manufactured at the Coventry Facility for a minimum term of seven years, with
two two-year renewals available at the Debtors’ option (collectively, the “Coventry
Transactions”). The APA also contemplated additional ancillary documents, including a
transition services agreement to effectuate the transfer of the Coventry Facility operations from
the Debtors to the Purchaser. On October 1, 2020, the Bankruptcy Court entered the Order (1)
Approving Sale of Debtors’ Coventry Facility and Related Assets Free and Clear of Liens,
Claims, Interests and Encumbrances, (II) Approving Debtors’ Entry into a Long-Term API
Supply Agreement, (I11) Authorizing Assumption and Assignment, or Assignment, as Applicable,
of Executory Contracts and Unexpired Leases and (IV) Granting Related Relief [D.1. 1765]. The
sale of the Coventry Facility closed and the parties entered into the Supply Agreement on
December 31, 2020. The Coventry Transactions are expected to materially increase the value of
the Debtors’ Estates.

M. Consideration of Unsolicited Offer for Certain Assets

In August, 2020, the Debtors were contacted on an unsolicited basis by a party (the
“Interested Party”) interested in discussing a proposed risk evaluation and mitigation strategy
(REMS) initiative and a potential acquisition of certain of the Debtors’ assets. At the time of this
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initial contact, the Interested Party did not have the financial resources to acquire any material
portion of the Debtors’ assets. Following several discussions between the Debtors’ advisors and
the Interested Party, including a call with the Debtors’ full management team regarding the
proposed REMS initiative in October 2020, the Interested Party provided in November 2020 an
asset purchase indication of interest. Although the Interested Party had still not demonstrated any
ability to provide financing for any potential acquisition proposal, the Debtors determined that it
was nevertheless in the best interests of its stakeholders to afford the Interested Party an
opportunity to develop a potential offer. As a res