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Cast of Characters

The Debtors
1. Boy Scouts of America — (“BSA”)

2. Delaware BSA, LLC — A single member LLC of which BSA is the only member that has
pledged substantially all of its assets to secure BSA’s obligations under the 2019
Revolving Credit Facility (RCF) Agreement,* 2020 Preposition Security Agreement,? and
the 2010 and 2012 Bond Agreements.®

3. Arrow WV, Inc. — A non-stock, non-profit organization under the laws of West Virginia
that was formed in 2009 for the development and formation of the Summit Bechtel
Reserve. Arrow owns these properties and leases them to the BSA. Arrow is governed by

a separate board of directors.

Related Non-Debtors
4. BSA Asset Management, LLC and BSA Commingled Endowment Fund, LP —

(“BSAAM?”), a single member LLC of which BSA is the only member that manages the
BSA’s and certain Local Councils’ investments though the BSA Commingled
Endowment Fund, LP. BSAAM is also the settlor of the BSA Endowment Master Trust.
5. BSA Endowment Master Trust — A non-profit Delaware trust organized exclusively for
the purpose of investing funds contributed to the Partnership by both the BSA and
participating Local Councils. Global Trust Co. is the trustee of the Master Trust as of the

Petition Date. Further, the Master Trust is also a limited partner of the Endowment Fund.

! Entered into on March 21, 2019, this agreement matured on March 21, 2021, and under it, BSA owed $71.5
million with JPMorgan, with Arrow as the guarantor. The Debtors granted JPMorgan a security interest in the
Prepetition Collateral. This agreement is secured pari passu with other Prepetition Secured Agreements. Disclosure

Agreement 1 at 22.

20n February 3, 2020 Delaware BSA pledged its accounts and other property, except to the extent excluded by the
Prepetition Security Agreement (2020), as security for the Prepetition Obligations. Id. at 23.

3 In 2010 the BSA entered into a Bond Agreement that provided for the issuance of the 2010A Bonds in an
aggregate principal amount of $50,000,000 and Series 2010B Bonds in an aggregate principal amount of
$50,000,000, the proceeds of which were loaned to the BSA. On November 5, 2015 BSA paid off the 2010A Bonds
in full. As of Petition Date, the BSA still owes over $40 million to JPMorgan under the 2010B Bonds. In 2012 the
BSA entered into the 2012 Bond Agreement with the Issuer and JPMorgan for an aggregate amount not to exceed
$175 million. The 2012 Bonds were secured pari passu in the same collateral as the loans under the 2010 Credit
Agreement and the 2010 Bonds. Id. at 22.
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10.

11.

National Boy Scouts of America Foundation — (“The Foundation’) A non-stock, non-
profit organization formed under the laws of the District of Columbia. The Foundation
helps to secure future Scouting by providing support for major gift fundraising efforts
and is managed by a separate board of directors.

Learning for Life — (“LFL”) A non-stock, non-profit organization formed under the laws
of the District of Columbia that encourages students to obtain excellence through a
research-based curriculum. Additionally, LFL houses the BSA Exploring program.
Atikaki Youth Ventures Inc. — A non-share capital corporation registered under the laws
of Canada that maintains the Manitoba base of the Northern Tier High Adventure Base
facility and is governed by a separate board of directors.

Atikokan Youth Ventures Inc. — A non-share capital corporation registered under the laws
of Canada that maintains the Don Rogert Canoe Base of the Northern Tier High
Adventure Base facility and is governed by a separate board of directors.

Texas BSA, LLC — (“Texas BSA”) A non-profit LLC formed under the laws of Texas
which, as of Petition Date, is an inactive entity.

NewWorld 19, LLC — ("NewWorld”’) An LLC formed in connection with the 2019 World
Jamboree and, as of Petition Date, is an inactive entity. The formation laws of NewWorld

are unknown.



Introduction
On February 18, 2020, the Boy Scouts of America (BSA, Boy Scouts, or the Debtor)

filed a voluntary petition for Chapter 11 bankruptcy in the U.S. Bankruptcy Court in Delaware.*
It was driven to do so because of the numerous lawsuits the organization was facing alleging
abuse by adult members against youth members dating as far back as the 1950’s. The chapter 11
case is still on-going with the creditors set to approve the final plan sometime during the summer
of 2022, under which the BSA hopes to begin the long process of recovering both its size and
image throughout the United States and the world.

BSA is headquartered in Irving, TX and employs approximately 1,650 people who work
across the United States and its territories.®> Funding for BSA comes from membership fees, High
Adventure Base (HAB) fees, donor contributions, legacies and bequests, corporate sponsorships,
grants from foundations, and from Scout Shop sales both online and in local councils.® In 2019
BSA claimed total gross revenues of $394 million with 30% coming from sales, 16% from
membership fees, 15% from the HABS, and the remaining portion coming from investments,
contributions, and event fees.’

BSA has announced that its two goals after what they hope will be a successful
reorganization are to (1) equitably compensate all victims and (2) preserve the mission of the
organization, which goes back to its congressional charter.® The purpose of this paper is to
describe the history of the BSA, what led to filing for bankruptcy, and what the reorganization

plan for the future of the organization looks like.

4 See, generally, BSA Press Release

5 Disclosure Statement 1 at 12-13

61d.at 13
"1d.

8 Supra footnote 1
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History of the Organization

Foundation
In 1908 Lord Robert Baden-Powell came back to England from his military service in

Africa to discover that many young men and boys wanted or needed outdoor experience and
training to be prepared for what was then the modern world. After the Scouting program in
England began gaining global recognition, the Boy Scouts of America was founded on February
8th, 1910, by Ernest Thomas Seton, Daniel Carter Beard, William D. Boyce, and James E.
West.® Shortly thereafter, on June 15, 1916 President Wilson signed the law that granted the
BSA federal incorporation, which protected both the insignia and name. The BSA was also
granted its rare Title 36 congressional charter. This charter has only been given to a highly
limited number of organizations throughout the history of the United States and is only given to
those who Congress believes represent a national and patriotic mission and image.°
Throughout the next few decades the BSA focused on expanding its programs to
encompass both younger and older youth, introducing both Cub Scouts and the Senior Scout
division which included Sea Scouts, Explorer Scouts (later changed to Exploring), and Rover
Scouts.!! Around this same time the Boy Scouts wanted to broaden the horizons of what older
Scouts could accomplish within the organization and, in 1923, BSA acquired its first HAB:
Northern Tier, or Canoe Base. This first base is still active and is located on the boundary waters
between Minnesota and Canada.'? Shortly after, in 1938, the Philmont Scout Ranch, located in

New Mexico, was gifted to the Boy Scouts by Waite Phillips.'® After these two bases were

9BSA Founders. Seton was an American author and naturalist who wrote over 50 books all centered around the
American wilderness. He was also selected to be the first Chief Scout of the BSA in 1910. Seaton Info ; Beard was
an American illustrator who was passionate about young people having an outdoor experience. He also wrote the
American Boy’s Handy Book and founded the Sons of Daniel Boone which was later incorporated into the Boy
Scouts of America in 1910. Beard Info; Boyce incorporated the BSA after visiting London and meeting Scouts
firsthand and being inspired by their helpfulness to a complete stranger. West was a successful attorney who became
the first Chief Scout Executive in 1911 and developed the BSA into the largest you-serving organization in the
world. Boyce & West Info

10 Bryan on Scouting

11 Venturing History

12 Disclosure Statement 1 at 15. For more information about Northern Tier, please see this citation or Northern Tier

Bpisclosure Statement 1 at 15; Personal interview: April McMillan: Former Director of Programs and Pilot, BSA.
Feb 17. For more information about Philmont, please see this citation or Philmont
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acquired by the BSA, the organization remained steady with relatively few changes for the next
few decades.

Over time, Exploring became more career focused, with large numbers of units focusing
on emergency responder job paths such as police, fire, and emergency medical technicians
(“EMTS”). The first big change to the BSA came in 1971 when Exploring permitted young
women full membership within the program and the upper age limit was moved from 20 to 21.*
Then, in 1980 another change was welcomed when the Florida Sea Base was commissioned by
the BSA to become its third HAB. The final change in this set came in 1998 when the
Venturing program was created to recapture the group of young adults who wanted to participate
in Scouting without having to be around the younger boys or focus on a career path in
Exploring.®

During this time the Boy Scouts were facing their first round of major criticism for
denying membership to homosexual troop leaders.” The landmark Supreme Court case Boy
Scouts of America v. Dale'® permitted private organizations, such as the BSA, to discriminate
upon the basis of sexual orientation under the First Amendment right of assembly.® There, a
Scout leader in New Jersey sued the BSA after being removed from his volunteer position in the
troop after publicly coming out as homosexual. He claimed that this removal violated a New
Jersey public accommodation law that said that places of public accommodation could not
discriminate on the basis of sexual orientation. Since BSA troops generally meet in such places,
Mr. Dale claimed that this prevented the organization from discriminating against gay men.?° In

a highly controversial opinion, the Supreme Court of the United States held that the Boy Scouts

14 personal interview: April McMillan: Former Director of Programs and Pilot, BSA. Feb 17.

15 Disclosure Statement 1 at 16. For more information about Sea Base, please see this citation or Sea Base

16 Supra footnote 8

17 Britannica of BSA history

18 See, generally, BSA v. Dale, 528 U.S. 1109 (2000).

Bq,

20 g,
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did, in fact, have the right to discriminate against any group or groups of people that they
deemed inappropriate to be part of the organization. While the Boy Scouts won the case in
SCOTUS, they did not necessarily win in the court of public opinion.

In the years after the suit, BSA focused on revitalizing its image and showing the nation
that it was a modern and accepting program. By 2013, the National Executive Board voted to
allow homosexual youth to be open about their sexuality within the organization. In this same
year, the BSA opened their fourth and final High Adventure Base, the Summit Bechtel Reserve
located in West Virginia. This camp was designed to not only be a premier summer camp for
Scouts, but also to be the permanent host for all National and World Jamborees hosted by BSA.?!
The changes kept coming at a quick pace as the board voted to accept homosexual adults in 2015
and trans males in 2017.22 While many thought this might be a stopping point for the Boy
Scouts, the organization continued with the changes and modernization, causing celebration and
outrage alike from both its members and the general public.

The trend of continued membership expansion furthered in 2018 when female youth were
allowed to join Cub Scout packs across the nation, and, in 2019, female youth were allowed to
join troops and earn the Eagle Scout Rank. When this change occurred the iconic Boy Scouts
program was changed to Scouts BSA with the organization retaining the “Boy Scouts of
America” name.?® Cub Scout dens, subsets of packs, remain single-gender while the packs
themselves may be either single gender or “family,” meaning co-ed. This program is designed
for children aged five to ten years old. Scouts BSA troops, on the other hand, may only be single
gendered with youth participants needing to choose either a “girl” troop or a “boy” troop.2* This
program is designed to be for youth aged 10 through their 18th birthday. The older youth
programs — Venturing, Sea Scouting, and Exploring — remain co-ed with only internal changes to

21 Disclosure Statement 1 at 16. For more information about the Summit, please see this citation or Summit Info

22 personal Interview: April McMillan: Former Director of Programs and Pilot, BSA. Feb 17.

23 pisclosure Statement 1 at 12

24 personal interview: April McMillan: Former Director of Programs and Pilot, BSA. Feb 17.
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their respective programs and structures.?® These programs are designed for youth aged 13 and
graduated 8th grade, or 14, up to their 21st birthday.

During this time Scouting was also branching out into the world of Science, Technology,
Engineering, and Mathematics (“STEM”) with the beta launch of STEM Scouts in 2014 which
then was voted in as a full program shortly after. This program covers the greatest age range in
Scouting beginning in third grade and going through the youth’s senior year of high school.?®
STEM Scouts was designed to help broaden the coverage of the organization and show that
Scouting could be more than just hiking and camping. Over the years since its founding, STEM
Scouts has grown to be an accepted part of the national program in all councils in the United
States.

In 2019 the Boy Scouts made the devastating official disclosure that hundreds of Scouts
from the 1950’s through today were alleging having been sexually assaulted, harassed, or
molested by their Scoutmasters or other adults in the program and were suing the organization.
Soon it was discovered that the “hundreds” were actually thousands, with over 80,000 current
and former Scouts coming forward with allegations related to their time as youth in the program.
This tidal wave of litigants took the BSA from what would have been a painful, but relatively
easy case, into a forced Chapter 11 bankruptcy due to the sheer volume of cases and associated
damages.

On February 18, 2020, the BSA filed for Chapter 11 bankruptcy in the United States
Bankruptcy Court for the District of Delaware. Over the last two years the organization has
focused on reorganization and survival throughout the expensive process of funding the
bankruptcy and the defense of the underlying suits that caused the filing. Throughout its 100+
year history, the BSA has had a rollercoaster of tremendous ups and downs, but it has never been

at a more critical juncture in its history.

25 |4,

26 personal interview: April McMillan: Former Director of Programs and Pilot, BSA. Feb 17.
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Structure of the Organization

The Boy Scouts has a unique corporate structure which has been redrawn over the course
of the bankruptcy. Due to the BSA being a volunteer-led organization, the structure has been
constructed with an eye toward what works best for working with volunteers and non-

professionals.

Old Structure
The first image below shows the old structure that the BSA maintained until 2021. In this

structure the professional and volunteer sides of the organization mirror each other at the
national, regional, area, and council levels with many of the professionals who are employed by
the organization having volunteer counterparts. While this is not necessarily true for the
“background” employees who complete most of the administrative work for the organization,
most program and policy professionals have at least one volunteer, if not an entire committee,
helping them. Below the council level is where the organization is nearly entirely volunteer level

with units being entirely volunteer based.

11
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Updated Structure
In May of 2021 the Boy Scouts adopted a new organizational structure. This new

structure removed both the areas and regions and replaced them with one level of 16 territories.
In doing this the BSA hoped to ease the flow of communication (shown below in the
communication flow chart) between National and the councils. This was achieved by removing a
level of bureaucracy and breaking the nation down into more manageable sections. The BSA is
still maintaining a mirrored professional-volunteer structure at the national, territory, and council

levels.

e —— |
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Recommended Strategy
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What Led to Chapter 11

Child Sexual Abuse Claims?’
Throughout the BSA’s existence, especially prior to the past thirty years, there has been

an existence of predators that sought to take advantage of children through the organization.
These predators victimized an unknown number of children and gave rise to a large number of
sexual abuse claims. These actions, along with recent changes to a variety of laws governing
sexual abuse claims, has led the BSA and Local Councils to be defendants in a multitude of
cases. As of the petition date in the BSA bankruptcy case, the BSA has stated they are aware of
approximately 275 pending civil actions, along with an additional 1,400 claims of abuse.?® The
number of claims continued to rise after the filing to a staggering 82,000 by the time of the
deadline to receive claims in this case.?®

This number of historical cases quickly became too expensive for the BSA to be able to
handle on a case-to-case basis in separate court actions as a non-profit organization. Chapter 11
bankruptcy was seen as the only solution to allow both for victims to be compensated while still
allowing the BSA to maintain the capacity to continue on its mission.® In short, the BSA sought
to use the Chapter 11 process as a collective means of resolving all the victim’s claims through
the creation of a victim’s trust fund and then emerging from Chapter 11 as a viable entity that
continues to administer and expand upon its core mission: to prepare young people to make
ethical and moral choices over their lifetimes by instilling in them the values of the Scout Oath®!

and Law.%?

27 Disclosure Statement 1 at 23

28 |d. at 24.

29 See, Generally, New York Times Article

30 pisclosure Statement 1 at 24

31 Dath and Law

32 q.

16
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Attempt at Global Resolution Prior to Filing
In 2018, recognizing the rising number of sexual abuse claims, the BSA gathered

financial and legal advisors in an early attempt to establish its restructuring plan.®® Through this
meeting, the BSA determined that they would attempt to reach a potential agreement with a
critical mass of abuse victims along with other potentially relevant stakeholders. The goal of this
agreement was to reach a pre-negotiated Chapter 11 bankruptcy plan in order to foster an
expedited and less expensive proceeding than would otherwise be the case.3* This attempt was
ineffective as the attorneys representing the abuse victims and the BSA did not find an
acceptable middle ground. From this, the organization realized there was no meaningful
prospects for a global resolution without moving forward with the bankruptcy filing without any

sort of pre-negotiated or pre-packaged plan.®®

Breaking News
Due to the large number of cases that began to come forward, CNN quickly picked up the

story and covered the BSA’s descent into Chapter 11.% This, along with additional news
coverage, led to a wider recognition of the issues and problems within the organization. These
stories resulted in hesitation in public support for the BSA, a huge detriment to a donation based
non-profit organization. Furthermore, this publicity itself resulted in increased perceptions,
normalization, and acceptance of victims that came forward with claims, resulting in a further
increase in the number of claims asserted. This surge in claim numbers served to further the

decision that bankruptcy was the best option for the BSA to attempt to survive.

33 Disclosure Statement 1 at 24

34 4.

35 4.

36 See, generally, CNN article
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First Day Motions

Filing of Chapter 11 Petition
On the Petition Date each of the Debtors® filed a voluntary petition for relief under

Chapter 11 in the United States Bankruptcy Court for the District of Delaware. The case was
assigned to Bankruptcy Judge Laurie Selber Silverstein. No trustee or examiner was appointed in
these cases and the Debtors continued to operate and maintain their non-profit organization and
managed their properties as Debtors in Possession pursuant to sections 1107(a)® and 1108% of
the Bankruptcy Code.*° On the same day, the Debtors filed several First Day Motions which can
be grouped into four distinct categories: (1) Introductory Materials; (2) Day-to-Day Operations;
(3) Vendor and Internal Agreements; and (4) Organization of Materials. This section will review
each of the motions and briefly explain their importance in conjunction with the overall

bankruptcy suit.

Introductory Materials
The BSA requested joint administration of the cases, for procedural purposes only, in

accordance with Bankruptcy Rule 1015(b) and Local Rule 1015-1. The Debtors then requested
that the court should maintain one file and one docket under a single caption for the remainder of
the case. The rationale for these requests, the BSA argued, was that Bankruptcy Rule 1015(b)
provided that if “two or more petitions are pending in the same court by or against . . . a debtor
and an affiliate, the court may order a joint administration of the estates.”*! Additionally, Local
Rule 1015-1 also provided for consolidation of related Chapter 11 cases. The Boy Scouts argued
that joint administration of the cases would promote efficiency in the courts and ease their
administrative burden. Further, joint administration was ideal since less paperwork would have

to be filed and would make tasks “less costly and [would] minimize the number of unnecessary

37 Debtors who filed are BSA; Delaware BSA, LLC; and Arrow WV, LLC.

38 Bankruptcy Code 1107

39 Bankruptcy Code 1108

40 Joint Admin Motion at 4

“ld. at5
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delays.”*? The Scouts further asserted that joint administration would not prejudice or adversely
affect the Creditors since this maneuver was purely procedural and would not affect their
substantive rights in this or another court.*® The court granted the relief requested.**

The BSA additionally filed what amounted to an informational brief. This brief served to
describe the Debtor and its history, what led to this reorganization being attempted, how the
organization has improved its safety measures within the programs, as well as the immediate
steps taken by the BSA regarding this case. Lastly, this brief contains a wide range of exhibits
detailing background information and documentation up to the filing date.

Day-to-Day Operations
Motion to Use Cash Collateral

The BSA requested the court enter both an interim and final order authorizing the BSA to
(1) continue to use cash collateral as well as any other prepetition collateral in which any of the
prepetition secured parties had an interest; (2) provide adequate protection to these same parties
regarding any loss of value of their interest of the prepetition collateral;*® (3) and maintain
current letters of credit, or continue to acquire new letters of credit as necessary to replace or
backstop existing credit.*® The Debtors asserted that without this continued use of cash collateral,
the organization would fail to be able to fund its operations. In order to avoid this, the BSA cited
section 363 of the Bankruptcy Code to show that a debtor may use cash collateral as long as they
have consent of the secured party, or the court orders that they may do so, based on finding that
the secured creditor is adequately protected.*” Additionally, the BSA argued that the preservation

of the Debtors’ business itself would provide adequate protection under the Bankruptcy Code.*?

42 30int Admin Motion at 5

431d.at6

44 Joint Admin Order

45 See Cash Collateral Motion regarding a full listing of prepetition secured parties as well as their interest of
prepetition collateral.

4614, at 4-6
47 1d. at 27
8 |d. at 28
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Overall, the BSA asserted that without this funding and relief, the organization would likely be
forced to halt operations, which would only serve to damage the Debtors’ estate and harm this

reorganization attempt. The court granted the requested relief.*®

Motion to Pay Prepetition Taxes
The BSA requested entry of orders to authorize the payment of certain taxes and related

relief. These taxes included certain sales and use taxes, income taxes, property taxes, excise
taxes, and various other taxes and fees.>® The BSA, as of the time of the petition date, estimated
approximately $1,660,000 worth of taxes had accrued and would become due within the time
period of the Chapter 11 proceedings. Furthermore, approximately $1,320,000 of these taxes
were expected to become due within the period between the petition date and the final hearing
date. This motion proposed an interim order allowing for the payment of the initial $1,320,000
worth of taxes as well as a final order allowing for the payment of the full $1,660,000.°!

The BSA first argued that this payment was necessary due to the potential disruption of
operations that could come from a failure to pay the taxes.> If there were liens or actions brought
against the organization due to unpaid taxes, it would only serve to further complicate this
action, as well as to distract key individuals from this case. Furthermore, the BSA claimed that
based on 26 U.S.C. 87501 as well as 11 U.S.C 8541 certain of these taxes were being paid from
“trust funds” and not from property of the Debtors' estates and therefore should be paid
regardless of this bankruptcy.>® Next, the Debtors argued that section 363 of the Bankruptcy
Code authorized the Debtors here to pay these taxes due to a sound business purpose justifying

the action.> Finally, the Debtors emphasized that specific taxes held priority over general

49 cash Collateral Motion

50 Tax Motion at 5
g,

521d. at 11

53 q.

5 d.at13
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unsecured claims.® This meant that any additional interest or penalties would also hold a higher
right and priority to payment ahead of other stakeholders within the case, who would necessarily
be harmed by the accumulation of additional interest or penalties. The court agreed and entered
both orders granting the requested relief.>

Utilities Motion
The Boy Scouts of America brought forward a motion to (1) allow the continued payment

of utility expenses; (2) prohibit utility companies from altering, discontinuing, or refusing
services; and (3) approve procedures for assuring future payment to utility providers.>” In the
normal course of business operations, the Debtors used electricity, natural gas, water, sewage,
and additional utility services. These services totaled approximately $626,000 per month in
fees.%® The BSA requested to be authorized to, within 20 days of the petition date, deposit
$301,900 into a specific and separate account in order to assure utility providers of payment.>®

As basis for relief the Debtor cited section 366 of the Bankruptcy Code under which the
court may determine the adequacy of the Debtors’ proposed assurances to its utility providers.
The Debtors argued that the deposit was largely an extra measure as the majority of their utility
providers already have adequate assurances as the Debtor expects to continue to be able to fund
related utility payments through reorganization.®® Lastly, the Scouts claimed that these utility
payments, as well as the assurances related to them, were necessary in order for the organization
to keep on with standard operations.% No objections were filed and the court granted both

motions.%?

4. at 14

56 Tax Motion Final Order

57 Utilities Motion at 4
8 |d. at 6

59 4.

60 |d. at 12

61 4.

62 Utilities Motion Final Order
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Motion to Maintain Bank Accounts
The Boy Scouts requested entry of an interim and final order first granting relief to

authorize the Debtors to continue using their existing cash management system and bank
accounts including being allowed to make any alterations or changes as deemed necessary.®
Second, the BSA requested that the banks be authorized to continue providing service to all bank
accounts of the Debtor, as debtor in possession, without interruption and in the ordinary course
of the BSA’s normal operations.®* Additionally, the Scouts sought to be authorized to continue
use of their existing documentation without reference to the Debtors’ status as debtors in
possession.®

In support of their request for relief, BSA cited section 363(c)(1) of the Bankruptcy Code
which authorizes a debtor in possession to “use property of the estate in the ordinary course of
business without notice or a hearing.”®® Furthermore, they argued that having to alter their cash
management systems and additional accounts would be such an extensive process as to disrupt
the Debtors’ operations and hinder the reorganization efforts.®” This same argument was again
brought forward when considering the request to use existing documents and forms. The BSA
claimed that the expense and time related to the alteration of these documents would be harmful
to the case, without leading to any benefit to the estate or parties in interest.%® There were no

objections and the court agreed and granted both motions.®®

Employee Wages Motion
The Debtors moved the court to authorize, but not direct, the BSA to (1) pay any

prepetition employee obligations; (2) continue paying the compensation and benefit programs;

63 Motion to Maintain Bank Accounts at 13

%4 1d. at 13
65 1.

% 1d. at 20
67 1d. at 19
%81d. at 23

69 Motion to Maintain Bank Accounts Order
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and (3) to modify the automatic stay if it was found necessary in order to allow the Debtors’
employees to proceed with any claims related to the workers compensation program.’® As of the
prepetition date the BSA paid approximately 1,650 employees and independent contractors.’
Furthermore, the vast majority of these employees were paid through the compensation and
benefit programs operated by the Debtors. Related to these employed individuals, the BSA
estimated that, as of the petition date, approximately $5,090,000 was owed in prepetition
employee obligations.”? The BSA requested authority to pay up to $4,800,000 worth of these
prepetition obligations as they expected this was approximately what may become due prior to
the final hearing.”®

The BSA asserted that through section 507(a)(4) and 507(a)(5) of the Bankruptcy Code,
certain of the compensation and benefits programs were entitled to priority treatment and thus
must be paid in full to confirm a chapter 11 plan.’* Additionally, the BSA argued that in order for
the organization to continue to operate and thus allow for reorganization the wages were
necessary.” Similarly, the Debtors claimed that being authorized to continue paying the wages
of their employees would be in the benefit of the Debtors’ estates and thus should be allowed by
the court.”® The court entered both an interim and final order granting the requested relief.”’

70 Employee Wages Motion at5

n Employee Wages Motion at 6

21d. at 10
3.
" 1d. at 33
S1d. at 36
6 14.

v Employee Wages Motion Final Order
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Vendor and Internal Agreements

Essential Vendors Motion
The BSA petitioned the court to be able to (1) continue making payments to Essential

Vendors, Foreign Vendors, Lien Claimants. And 503(b)(9) Vendors; (2) authorizing payment of
prepetition amounts; and (3) authorizing banks to honor and accept checks issued by the BSA.™
Essential Vendors were those who provided supplies necessary to Scouting’s mission and would
not be paid more than $1.5 million on an interim basis and $3 million on a final basis. Foreign
Vendors were those located outside of the U.S. and would not be paid more than $500,000 on
either an interim or final basis. Lien Claimants are Shippers, Warehousemen, and other Lien
Claimants who, collectively, would not be paid more than $4.5 million on an interim basis and
$4.75 million on a final basis. Finally, 503(b)(9) Vendors are those vendors entitled to
administrative expense status under the Bankruptcy Code and who would not be paid more than
$2 million on an interim basis and $3.75 million on a final basis.”®

BSA cited sections 105(a) and 363(b) of the Bankruptcy Code which permits the Debtor
to pay obligations to Vendors. Additionally, it is the responsibility of the debtor in possession to
maintain the estate, including any ongoing operating businesses.& Under section 363 of the
Code, a court may authorize a debtor to pay certain prepetition claims if a sound business reason
for doing so exists. Courts have generally refused to interfere with what a debtor may claim as a
business decision so long as good faith and informed decision making was demonstrated.®* In the
event that the court was not persuaded by BSA’s §363 claims, the Debtor also discussed the
“doctrine of necessity”” which allows courts to exercise their equitable power to permit Debtors
to pay critical prepetition claims.®? This, however, was unnecessary as the court granted the

BSA’s motion.?®

78 Essential Vendor Motion at 1-2

79 Essential Vendor Motion at 5

8014, at 16( not done)
81 d. at 17-18
82 1d. at 20

83 Essential Vendor Motion Final Order
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Customer Programs Motion
The Boy Scouts then motioned to be granted the following relief: (1) maintain and

administer their prepetition customer, Scout, and donor programs; (2) authorize them to pay and
honor pre and post-petition obligations to customers, and donors in the ordinary course; (3)
authorize the Debtors to honor/pay credit card chargebacks, returns, and/or processing fees; and
(4) authorize BSA to pay or honor the fees of third-party administrators.®* The BSA claimed
these expenses to be vital to the continued existence of the organization due to its non-profit
status. Since most of BSA’s funding comes from donations, memberships, merchandise, and
licensing, the Debtors claimed that in order to maintain operations they needed to preserve
positive relationships with customers, Scouts, and donors alike.

This motion covers not only the events held by the BSA to maintain relationships such as
meetings, dinners, Jamborees, or Camporees, but also the scholarships given to Scouts on an
annual basis and the Counseling Reimbursement Program where the BSA reimburses the cost of
counseling visits with a therapist of the victim’s choice.®® Additionally, this motion covers how
the Boy Scouts serves as a pass-through for international donations to the World Organization of
the Scout Movement (WOSM) or other National Scouting Organizations across the world. With
these funds the BSA acts essentially as a trustee for the funds and never actually has legal claim
to them.8” BSA also maintained “Gift Annuity Agreements” where an Annuitant(s) transfers
property to the BSA in exchange for a fixed income for life.88 In these situations BSA made
fixed income payments worth 70% of the value of the gift and retained 30% as a charitable gift
and has maintained this program for 27 years.®® For the basis of relief the BSA once again cited

8363 which says that the debtor may use, sell, or lease, other than in the ordinary course of

84 Customer Programs Motion at 4-5

85 Customer Programs Motion at 5

86 |4 at 11-12
871d. at 13

88 14.at 15

89 q.
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business, property of the estate.*® The court granted the motion to maintain relationships in the

way BSA had become accustomed.

Prepetition Payments Motion
Scouting filed a motion which asked permission to (1) pay certain prepetition under

certain shared organizational services arrangements and services agreements to the Councils and
Related Non-Debtor Entities; (3) authorize Debtors to continue performing under the Shared
Services Agreements in the ordinary course; and (3) authorize banks to honor checks and
transfers.%

Here, the BSA made the claim that the National Council and the Local Councils have a
relationship analogous to franchisors and franchisees since the Councils are largely legally
independent but may get some assistance from the National Office such as the Benefits Program
and Shared Services Arrangements.®® BSA argued that these programs are beneficial for both the
National Office and the Local Councils since National would be unable to run the program as
effectively or efficiently as the Councils, nor would the Councils be able to fund themselves or
offer cohesive materials without National’s uniform system. They state that the continued
performance of these Arrangements will allow National to “stabilize their operations following
the commencement of these Chapter 11 cases and avoid a need to shift focus at this critical stage
of their restructuring.”® The BSA then goes on to list the programs included in the
Arrangements such as training support, IT, HR, supply chain services, etc. Next a list of fees
collected from the Councils are listed, such as the National Service Fee, and other related
materials.®® The motion then went on to discuss the Related Non-Debtor Entities such as
BSAAM, Arrow, and the BSA Foundation (among others). These entities, unlike the Local

90 4. at 17

91 customer Programs Motion Final Order

92 Pre-petition Payment Motion at 1-2

93 4. at 7-8
9 d.

9 4. at 9-11
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Councils, are wholly owned or subject to BSA National and are parties to the Shared Services
Arrangements to the extent that the BSA provides central management, cash management, tax
administration, etc.®® The motion then went over a detailed account of the agreements between
the National Organization and each of the Related Non-Debtor Entities.

In order to maintain these operations the BSA relied on §363(c)(1)of the Code which
states that a debtor in possession may ‘“‘enter into transactions, including the sale or lease of
property of the estate, in the ordinary course of business, without notice or a hearing, and may
use property of the estate in the ordinary course of business without notice or a hearing.”®’ Here,
the Debtors wished to maintain operations of the agreements with the Councils and Related-Non-
Debtor Entities as per usual to increase their likelihood of emerging from the conclusion of this
Chapter 11 case with minimal damages to these relationships and operating procedures. The
court granted the proposed motion.*

Organization of Materials

Consolidation Motion
The Scouts filed a motion (1) to authorize them to consolidate the list of the twenty-five

law firms representing the largest numbers of abuse claims against the Debtors and a list of the
thirty largest unsecured creditors holding claims other than those related to the abuse claims; (2)
to authorize and approve confidentiality procedures to protect identities of claimants, employees,
volunteers, etc.; and (3) to authorize the BSA to send out certain mail announcing the
commencement of the Chapter 11 cases and the meeting of creditors.®® The Debtor’s explained
how Bankruptcy Rule 1007(d) would normally require them to file a “Top 20 List” of unsecured
creditors, but asked for relief from this requirement and instead to provide a list of the top 25 law

firms representing victims.%° The BSA argued that this was necessary in order to protect the

%19, at 20
971d. at 28 (11 U.S.C. § 363(c)(1))

9% Pre-petition Payment Motion Final Order

99 consolidation Motion at 1-2

100 14, at 5-6
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abuse victims and to provide a consolidated list of creditors without releasing the names of any
of those finding suit against the BSA for the wrongs done to them by previous volunteers. The
motion then went on to discuss the top 30 unsecured creditors list and how the confidentiality of
all parties, those with abuse claims, and those unsecured creditors, would be held throughout the
bankruptcy.%* Further, they discussed the creditor matrix and what publications and
announcements about the commencement of the bankruptcy would be pushed out and to whom

they would be sent. The court granted the motion.102

Extension Motion
The BSA filed a motion to extend their deadline to file both the schedules of assets and

liabilities as well as Rule 2015.3 reports.'% The BSA based this motion on section 521 of the
Bankruptcy Code along with Bankruptcy Rule 1007(c) which establish that typically a debtor
must file schedules and statements within 14 days of the petition date. These rules additionally
establish that the courts may grant an extension if a “motion for cause” is shown.'® Furthermore,
after applying local rules stated and explained within the motion, without any extension the
Debtor would have 28 days to file after the petition date.1%

This time period was claimed to be too short by the BSA. The Debtor argued that due to
the size and complexity of the organization, along with the intricacy of this specific case, good
and specific cause existed to extend the scheduled period. Additionally, they claimed that they
were facing a challenge in that only a limited number of their staff held the expertise to complete
these forms and thus needed more time.2% The court granted the motion.1%’

10114, 10-11

102 consolidation Motion Final Order

103 Extension Motion at 4
10414, at 4
10514, at 5

106 Id.

107 Extension Motion Final Order
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Property of the Estate
It is essential to remember when reviewing these documents that the Boy Scout’s national

organization (National Council) does not own the properties located within the Councils nor the
Councils themselves. The Councils maintain status as separate legal entities that are merely
chartered through the national organization to gain access to licenses, insurance, and intellectual
property.1% Additionally, the endowment trust and High Adventure Bases are unavailable to be
reached by the suit due to bankruptcy rules and protections put in place by the BSA. This leaves
only National BSA’s liquid assets and office properties to be subject to the suit and the creditors.

Chapter 11 Bankruptcy Plan

Initial Plani%®

Overview
The initial plan of reorganization, as described in the initial disclosure statement,*'° was

put in place to provide for the reorganization of the Debtors in order to allow for the
reestablishment of the BSA’s vision. In order to fulfill this purpose, the plan called for the
creation of a Victim’s Compensation Trust to be funded with a still unknown monetary amount
contributed by the Debtors and the entry of a court order funneling all victims’ claims against
that trust and enjoining all claimants from seeking rom any other defendant. The plan, then,
focused on the following four specific primary goals:
(i) the establishment of a Victims Compensation Trust for the benefit of holders of Abuse
Claims that shall assume liability for all Abuse Claims and hold, administer, and
distribute Trust Assets for the benefit of holders of Abuse Claims, and the channeling of
all Abuse Claims to such trust, (ii) making distributions to holders of General Unsecured
Claims, (ii1) restructuring certain of the Debtors’ prepetition Secured Claims, and (iv)

entering into the Exit Facility.!!

108 566 Joint Admin Motion
109 |pitial Plan

110 pisclosure Statement 1 at 2

111 Id.
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By accomplishing these tasks, this plan intended to lead the Debtors and all Creditors through a
successful Chapter 11 bankruptcy. However, the initial plan was rejected and amended through
multiple iterations, the final version of which has yet to be developed, accepted by the requisite

creditors, and confirmed by the bankruptcy court.

30



planned recoveries:!?

Creditor Classifications and Expected Recoveries
Within the initial plan, the creditors were divided into the following classes with the state

Class | Claim or Interest Entitled to Vote Treatment Plan Recovery
1 Other Priority Claims No-Presumed to Paid in full/ 100%
Accept Reinstated/
Unimpaired
2 Other Secured Claims No-Presumed to Paid in full/ 100%
Accept Collateral/ Returned/
Unimpaired
3A 2010 Credit Facility Yes Reinstated with 100%
Claims modifications/
Impaired
3B 2019 RCF Claims Yes Reinstated with 100%
modifications/
Impaired
4A 2010 Bond Claims Yes Reinstated with 100%
modifications/
Impaired
4B 2012 Bond Claims Yes Reinstated with 100%
modifications/
Impaired
5 General Unsecured Yes Pro Rata Share of ()
Claims Plan Distribution/
Impaired
6 Abuse Claims Yes Channeled to ()
Victims
Compensation Trust/
Impaired
7 Interests in Delaware | No-Presumed to Reinstated/ 100%
BSA, LLC Accept Unimpaired

112 pisclosure Statement 1 at 7
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Victims Compensation Trust
As mentioned previously, the BSA established the Victims Compensation Trust. This

trust held the two primary functions of assuming all liability for Abuse Claims as well as holding
and distributing payouts from all Trust Assets to holders of Abuse Claims.1!® Further, this plan
established a transfer of all insurance rights from the Debtors to this Trust.*** This would allow
for the Trust to levy insurance payouts, along with potential settlement agreements, in order to
further fund the payouts.!*® The transfer of insurance rights, along with a planned contribution
from the BSA were meant to fund the Victims Compensation Trust moving beyond this

bankruptcy and justify the release of liability for the Debtors.

Means for Implementation of the Plan
The initial plan stated that it was being proposed as a joint plan of reorganization for the

multiple debtors with administrative ease in mind. However, in practice it was to serve as a
separate Chapter 11 plan of reorganization for each individual debtor.''® Additionally, pursuant
to section 11237 of the Bankruptcy Code and Bankruptcy Rule 9019, this plan was put
forward to finally settle all claims and interests surrounding the Debtors.'*°

Subsection C of this portion of the plan states that all Debtors should fund any
distributions made through this plan using cash on hand and the proceeds of the exit facility that
is further described in subsection D. Through this section cash on hand was identified to mean
cash that does not constitute identified property. *2° In other words, the BSA would only fund its

distributions through property that was not specifically identified as having legal restrictions on

113 |nitial Plan at 26
14149, at 28

115 Id.

116 19, at 34

117 Bankruptcy Code 8§ 1123

118 Bankruptcy Rule 9019

119 |nitial Plan at 34

120 g,
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it. These legal restrictions largely existed through property that was donated to the debtors with a
specific intention or purpose behind it.*?

Additionally, the remaining subsections of this segment of the initial plan covered a wide
range of material that is widely considered standard among Chapter 11 bankruptcies including,
but not limited to: reorganization of documents; authorization; continued legal existence;
cancellation of indebtedness; closing of the chapter 11 case; etc.*?> The majority of these
documents functioned to allow the BSA to come out of this bankruptcy in a positive position
where it may succeed moving forward without being hampered down by the bankruptcy

proceedings or prior issues.

Second Plan'?
On March 1, 2021, the Debtors filed their second plan and disclosure statement. This

version of the plan changed some Defined Terms, created the Global Resolution Plan (GRP) and
Toggle Plan, created the Settlement Trust, and changed some of the Class classifications.

Changes to the Defined Terms
This plan had some initial minor changes that updated some of the defined terms to better

describe the Debtors, Creditors, and ongoing issues the Debtors were facing. Additionally, this
plan added more information in the defined terms to give exact numbers that the Debtors were
considering. An example of this was that defined term 74 was now defined term 76 and went
from stating that ““De Minimis Assets” means any miscellaneous assets of de minimis value” to
“De Minimis Asset means any miscellaneous asset that is valued by the Debtor at $10,000 or
less...”*2* This revision, while not dramatic to the overall outcome of the case, is still an
important update as it gives the court and the Creditors a better understanding of what the

Debtors consider a de minimis asset than the Initial Plan. Other such changes were implemented

121 Initial Plan at 17
122 4. at 37
123 second Plan

12414, at 25
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in this section to ensure that the BSA was properly defining and informing the court and

Creditors of such terms.

Changes to the Administrative Expense
This section was updated to indicate that the BSA would pay for the “reasonable and

documented fees and expenses” of the Creditor’s Committee from the Effective Date to the
closing of the Committee. A major change was inserted into the subsection targeting direct abuse
claims — class eight — and how the BSA would move forward if the plan was approved or not by
that class. If the plan was approved, it would be known as the “Global Resolution Plan*?® where
the Settlement Trust would have received “the BSA Settlement Trust Contribution, the Local
Council Settlement Contribution, the Contributing Chartered Organization Settlement
Contribution, and the proceeds of any applicable Insurance Settlement Agreements.”*?® Other
information about non-duplicative claims were also added to this subsection. If the plan was not
agreed upon or the court decided the above plan was non-confirmable, then the BSA set forth the
BSA Toggle Plan.*?’ During this time the the Victims Compensation Trust, created in the initial
plan, was renamed the Settlement Trust and had different monetary amounts depending on which
plan was chosen by the creditors and the court. If the Toggle Plan?® was confirmed then the
Settlement Trust would have received only the BSA Settlement Trust Contribution*?® and none
of the rest of the items listed in the Global Resolution Plan. With these two updates the BSA

125 According to the Defined Terms, the Global Resolution Plan meant that the Bankruptcy Court concluded either
(1) that the plan was accepted by a sufficient number of creditors, or (2) that it was acceptable under the Bankruptcy
Rules and Bankruptcy Code. Second Plan at 19.

126 5econd Plan at 46

127 Id.

128 The Toggle Plan meant that the original resolution plan, as modified in the amended document, was not
approved given either (1) lack of agreement by the creditors, or (2) that it did not meet the standards set forth in the
Bankruptcy Rules or the Bankruptcy Code. Thus, the plan was offered as a “toggle” option for the creditors and
court.When the BSA began using the Toggle Plan, the Victims Compensation Trust, as previously described, was
renamed the Settlement Trust. Id. at 16.

129 According to the Defined Terms, the Settlement Trust Contribution meant all (1) net unrestricted cash and
investments; (2) BSA’s right, title, and interest in (i) Scouting University, (ii) artwork, and (iii) gas and oil
investments; (3) all of BSA’s right, title, and interest in warchouses and distribution centers; (4) insurance policies;
(5) the Settlement Trust causes of action; and (6) the assignment of any and all Perpetrator Indemnification Claims
by the BSA. Id. at 8-9.
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hoped to create a plan that would satisfy the Victim’s Trust Fund. Additionally, some very minor
changes were made to class nine, or indirect abuse claims, simply to ensure that this section

mirrored the updates made to the section above.!3

Changes to the Transfer of Claims to the Settlement Trust
There are two major changes to this section. The first is the addition of a subsection that

detailed Settlement Trust causes of action. This update specifies that the transfer of the
Settlement Trust Causes of Action to the Settlement Trust, as they are able to defend against or
reduce the amount of abuse claims, shall be considered a transfer of a non-exclusive right of the
Settlement Trust to defend itself against asserted claims.'! The other update to this section is the
addition of the Cooperation Agreement®? section that created better wording to match the Global

Resolution Plan described above.'3?

Changes to Means for Implementation of the Plan
This section remains relatively similar except for the addition of the BSA Toggle Plan,

created as a backup for if the Global Resolution Plan was not agreed upon, as described above. 34
This subsection details from where the funding for the Toggle Plan was to come. These sources
are listed as being from the Core Value Cash Pool; the BSA Settlement Trust Contribution; Bond
Documents and Restated Credit Facility Documents; and Unrestricted Cash and Investments.13
Additionally, this section added a subsection entitled “Estimation of Direct Abuse Claims”
which explained how the Debtor and the court would work to estimate how much would be owed

to the direct abuse claimants and to determine whether or not to pass the Global Resolution Plan

13014, at 47-48
131 5econd Plan at 51

132 According to the Defined Terms, “cooperation agreement” meant the specific cooperation agreement signed by
the national office, Local Councils, and participating chartered organizations if the Global Resolution Plan is
approved.

13314, at 53

13414, at 56

135 14, Please see the Defined Terms section of this plan for a further breakdown of what is included in each of these

listed terms.
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under §1123(b)(3)(A) of the Bankruptcy Code.* Here, the BSA proposed that if the GRP is
confirmed then the court would complete an estimation of its liability to the direct abuse
claimants in accordance with the court’s order granting the Confirmation Scheduling Motion.
Further, the BSA proposed that it and other parties would be able to submit evidence in support
of this basis of liability. Additionally, with the Confirmation Order, there will be no trial or
hearing on the merits or an adjudication or judgment of any insurance company under its

policies.®’

Changes to Classes
Changes to Classes Eight and Ten occurred in this plan. Here, Class Eight is deemed to

be impaired, but retains the right to vote, and Class Ten is now also deemed impaired and was
shown as “deemed to reject; not entitled to vote.” *® Treatment of Class Eight was also changed
with the creation of the Global Resolution Plan and the Toggle Plan. If the GRP was
implemented then the direct abuse claimants would receive funds from the Settlement Trust,
Local Councils, and participating Chartered Organizations; but if the Toggle Plan was

implemented then claimants would only receive funds from the Settlement Trust.1%°

Third Plant4
On May 16, 2021, the Debtors filed their third plan and disclosure statement. This

version of the plan once again updated some Defined Terms, updated information on the
Settlement Trust contribution by the parties, added the Hartford Settlement Agreement, and
added the Global Resolution Note.

136 14. at 60
137 second Plan at 60
138 19. at 41
13914, at 48

140 Third Plan
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Changes to the Defined Terms
This plan had a handful of additions or changes to the Defined Terms section. The term

“BSA Global Resolution Note” was added and means that an unsecured promissory note
amounting $80,000,000, in the form contained in the Plan Supplement, shall be issued by the
BSA to the Settlement Trust on the Effective Date, if the Global Resolution Plan is confirmed.
Essentially, the BSA is promising to pay the Creditor’s $80 million but have not secured any
property to this payment. This promise is contained within the Plan Supplement which is to be
issued to the Trust on the Effective Date if the GRP is confirmed by the court. This and other
numerical updates were added into the “BSA Settlement Trust Contribution” definition as
well.**! Further, “Coalition” and “Coalition Restructuring Expenses” were added to state that the
Coalition meant the ad hoc group that formed to represent the Direct Abuse Victims and the
restructuring expenses meant the unreimbursed expenses taken by the Coalition.'*2 Lastly, the
BSA added a definition of a “High Adventure Base Participant” as a registered youth who has
paid the participation fees for attending one of the four High Adventure Bases. Events not
included in the definition are: Jamboree participants, Order of the Arrow events, World
Organization of the Scout Movement (WOSM) events, or WOSM members who are not BSA
members.*3 Further, a “Youth Member” is a youth member of the BSA registered, as of Dec 31

of any year, in one of the core programs offered by the BSA.**

Changes to the Settlement Trust
The main changes to this section were located in the “Settlement Trust Advisory

Committee;” “Future Claimants’ Representative;” and “Indemnification of Settlement Trust”
subsections. Here, Debtors explain that the advisory committee’s plans and actions will be based
entirely off the confirmation, or lack thereof, of the Global Resolution Plan or the Toggle Plan.4

Additionally, this section contained a provision which changed the Cooperation Document

141 Third Plan at 8-9
14219, at 11

143 14. at 20-21
14414, at 38

14514, at 55
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Agreement to simply the “Document Agreement.” This change states that if the Global
Resolution Plan is confirmed then Reorganized BSA, Local Councils, the Contributing Chartered
Organizations, and the Settlement Trust shall agree to payment as of the Effective Date. Further,
if this plan is approved Reorganized BSA will provide the Settlement Trust with a copy of the
Volunteer Screening Database. If, however, the Toggle Plan is not confirmed then the agreement

would be between Reorganized BSA and the Settlement Trust only.14®

Addition of the Hartford Settlement Agreement
The Hartford Settlement Agreement was added as an extra exhibit between plans two and

three.**” This agreement provides that if the Global Resolution Plan is confirmed that Hartford
will purchase all of the insurance and settlement policies owned by the Debtors, totaling $650
million, and, in turn, come out free and clear of all Interests of any Person.*® The terms

“Interest” and “Person” are defined terms created by Hartford.

Removal of the Direct Abuse Claims Estimation
This plan removed the estimation of the cost and amount of direct abuse claims that was

added in the second version of the plan.**° The Debtors did not put in a replacement section nor
explain their reasoning for removing this section of the Plan. Instead, the entire section was
unceremoniously struck and not discussed in any other part of the Plan. This removal may be due
to the addition of the Hartford Settlement Agreement and Global Resolution Note since those

would be a fixed amount regardless of the estimation of the direct abuse claims.

Addition of the BSA Global Resolution Note
Here, if the Global Resolution Plan is confirmed, then Reorganized BSA is permitted to

“execute, issue, and deliver” the Global Resolution Note to the Settlement Trust and deliver any

other paperwork without any further corporate action.* The Note will be due ninety-one days

146 Id.

147 See Third Plan for a breakdown of the reasoning for the addition of the Hartford Settlement Agreement.
148 Third Plan at 64
14919, at 65-66

150 14. at 69
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post Restated Maturity Date with Principal payments being due annually on February 15 every
year. This section also contained a breakdown of the principal payment amounts and how they

are calculated by the court and Debtors. !

Fourth Plan®>?
On June 18, 2021, the Debtors filed their fourth plan and disclosure statement. This

version of the plan primarily focused on removing the BSA Toggle Plan and restructuring to

focus on the Settlement Trust in its place.

Changes to the BSA Toggle Plan
Within this plan the largest change was the removal of the BSA Toggle Plan.*®® The

removal of this portion caused the primary Chapter 11 plan to return to a singular path with no
toggle options. Additionally, this change removed the terminology of the Global Resolution Plan
as there was no longer a variety of plans.’>* Instead, the majority of sections relating to the
Global Resolution Note were instead retitled for the Settlement Trust. The Settlement Trust was
again placed with the purpose of assuming liability for all abuse claims, holding, preserving,
maximizing, and administering the settlement trust assets, and directing the processing,
liquidation and payment of all compensable abuse claims.'®® Additionally, the Settlement Trust
was established with the BSA contributing $80 million through the Settlement Trust Note, an

additional $140 million worth of assets, and $500 million*®® to be donated by Local Councils.*®’

151 Id.

152 Eourth Plan

19314, at 10

154 1d. at 20

15514, at 49

156 For additional information on where council funds are coming from look to pages 46-47

157 1d. at 192
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Creation of the Delaware Statutory Trust (DST)
This plan first attached and defined the DST Agreement within this case. Specifically, the

Delaware Statutory Trust was created to issue a non-recourse promissory note in the amount of
$100,000,000 to the Settlement Trust. This Trust and note are funded through support of the
Local Councils who signed to pay it off over time. Further, this payment is to be made on the

Effective Date as explained in the DST note mechanics attached to the plan.*®®

Changes to the Transfers of Settlement Trust Assets
Within this plan, the handling of the specified insurance policies and non-abuse related

litigation claims, resulting in pay outs from said policies, were put under the control of the
Settlement Trust.®® This functioned to give the Reorganized BSA a path in which the Settlement
Trust, built through this plan, would handle future related litigation claims. Furthermore, the
management and election of the Settlement Trust Advisory Committee was altered to work
without the previously mentioned Toggle Plan, as well as was given more detail as to the

makeup of the committee. ¢

Changes to Non-Monetary Commitments
The plan here was altered to list an extended process by which the BSA would create a

committee with the specific interest of protecting children moving forward.'* Within this
committee would be multiple members of local councils, BSA members, and survivors of past
abuse. These changes then went on to list how this group would function, who it would report to,
and how it would be established in order to best improve accountability and transparency within

the BSA moving forward.?

158 14, at 17
159 Fourth Plan at 56
160 14, at 58

16114, at 77

162 g,
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Changes to the Insurance Provisions
These changes exclusively operated to remove all insurance provisions related to the

BSA Toggle Plan.'%® With this plan no longer in action, all related insurance provisions were

inaccurate and thus removed.

Fifth Plan®
On July 2, 2021, the Debtors filed their fifth plan and disclosure statement. This version

of the plan served to add additional settlement agreements to the settlement trust, alter how

different abuse claims are handled, and establish rules for future settlement agreements.

Changes to the Hartford Insurance Settlement Agreement
Within this plan, one of the primary changes was that Hartford would increase its payout

in order to purchase its own policy from the BSA. This increase was from $650 million, as
previously mentioned, now to $787 million to be paid towards the Settlement Trust.1®® This was
left to be contingent upon the court approving of this agreement. Furthermore, there was an
addition of two Hartford administrative expense claims.'®® These claims were related to a total
$25.61 million worth of potential expenses.*®” Two million dollars worth of these claims were
guaranteed to be paid in cash by the BSA while the additional $23.61 million was reserved to be
paid prior to unsecured creditors if conditions within the terms and conditions of the Hartford

Insurance Settlement Agreement were met. 168

Addition of the TCJC Settlement Agreement
Under this plan the TCJC, or The Church of Jesus Christ of Latter-day Saints, Settlement

Agreement®® was first introduced. This agreement consisted of a settlement contribution of $250

163 14, at 108
164 Eifth Plan
16514, at 22

166 |4, at 21

167 Id.

168 Id.

169 14, at 132
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million to be donated by TCJC in order to avoid future liability within litigation of the related
Abuse Claims.t’® Additionally, this plan stated that TCJC would have consent rights with respect
to any modifications of the plan and settlement trust documents moving forward to the extent
that said changes impacted TCJC.1"

Changes to Direct and Indirect Abuse Claims
Within these sections it was clarified that, as of the effective date, all post 1975 abuse

claims against the chartered organizations would be fully assumed by the Settlement Trust.12
Furthermore, any holders of such claims moving forward would be enjoined from bringing
prosecution against the organizations and instead would be required to take action solely against

the Settlement Trust.1"3

Post Effective Date Changes
This plan added additional opportunities for settlement with insurance companies as well

as delayed contributions from chartered organizations who previously were BSA approved to
support at least one scout group.t’ Further rules were established by which both groups could
become protected parties, and receive all benefits of protected parties even after the effective
date.1”® For both categories, this section stated the organizations must get an approved settlement
agreement with the settlement trustee in order to become protected parties.1’

1704, at 43

171 Id.

172 Eifth Plan at 55

173 Id.

17414, at 63

175 Id.

176 g,
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First and Second Modifications of the Fifth Plant’’

Upon arriving at the above mentioned fifth attempted plan, two additional entries of
alterations were made. Neither of these submitted altered plans contained any substantive
changes. Rather, both additional versions served to solve mechanical errors in the writing of the
plan, as well as to provide greater clarification within certain sections.

Third Modification of the Fifth Plan'’
On September 30, 2021, the Debtors filed their third modification of their fifth plan and

disclosure statement. This version of the plan served to add more settlement agreements, altered
the DST note, created a change to the classification of the Delaware BSA, and moved the Youth

Protection Plan to its own exhibit within the larger document.

Addition of the Century and Chubb Companies Insurance Settlement Agreement

During this modification of the fifth plan, the Century and Chubb Companies sought to
buy their insurance policies back from the debtors. In order to do this, a settlement agreement for
a total of $800 million was made towards the Settlement Trust. As with the other settlement

agreements, this was done to limit future liabilities surrounding Abuse Cases.'’

Addition of the Clarendon Insurance Settlement Agreement

Under this modification, the Clarendon Insurance Settlement Agreement was added
within the plan.t8 Here, Clarendon National Insurance Company agreed to contribute the
settlement amount of $16,500,000 towards the Settlement Trust in order to minimize their

liability in future Abuse cases.®

177 Eirst Modification of the Fifth Plan and Second Modification of the Fifth Plan

178 Third Modification of the Fifth Plan

179 Third Modification of the Fifth Plan at 11

180 14, at 15

181 g,
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Alteration of the DST Note
This section was changed in that additional capital was added to the DST Note explained

previously. Rather than the DST Note being limited to $100 million, it was increased by another
$25 million within this plan to total $125 million in value.!8

Addition of the United Methodist Settlement Agreement
Within this plan, the United Methodist Entities presented a settlement agreement.*®3 This

agreement listed a contribution of $30 million by the entities to be made towards the Settlement
Trust.!8 Through this agreement, the United Methodist Church was listed as no longer being

liable for the abuse cases arising from BSA related groups sponsored by the church.

Addition of the Zurich Insurance Settlement Agreement
Under this plan, the Zurich Affiliated Insurers reached a Settlement Agreement.'® This

settlement agreement establishes that the Insurers will contribute $52,500,000 towards the

Settlement Trust in order to minimize their liability through repurchasing their own policy. %

Changes to Classifications
Under this version of the plan, the tenth class of interests in Delaware BSA was altered as

seen in the following®®’:

18214, at 22
18314, at 216
18414, at 53

185 Third Modification of the Fifth Plan at 311

186 14, at 56

18714. at 61
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Class Claim Status Voting Rights

1 Other Priority Claims Unimpaired | Presumed to Accept; Not Entitled to Vote
2 | Other Secured Claims Unimpaired | Presumed to Accept; Not Entitled to Vote
3A | 2010 Credit Facility Claims Impaired Entitled to Vote
3B | 2019 RCF Claims Impaired Entitled to Vote
4A | 2010 Bond Claims Impaired Entitled to Vote
4B | 2012 Bond Claims Impaired Entitled to Vote

5 Convenience Claims Impaired Entitled to Vote

6 | General Unsecured Claims Impaired Entitled to Vote

7 | Non-Abuse Litigation Claims | Impaired Entitled to Vote

8 Direct Abuse Claims Impaired Entitled to Vote

9 | Indirect Abuse Claims Impaired Entitled to Vote

10 | Interests in Delaware BSA tmpairedl | DeemedPresumed to RejeetAccept; Not Entitled

nimpaired | to Vote

Changes to the Dissolution of Delaware BSA
Under this plan, interests in Delaware BSA were to be reinstated rather than deemed

canceled. This was to maintain the organizational structure of the Debtors, as such structure

existed on the Effective Date unless implementation of the restructuring required otherwise. 88

Changes to the Provisions Relating to Channeling Injunctions

Organizations retain the right to seek indemnification and relief claims against the Settling
Insurance Companies regarding claims that are not Abuse Claims.*®® These such claims while

not barred may be disputed by all parties as to what policies apply and to what extent.%°

Changes to the Youth Protection Plan

Within this section of the plan, it was clarified that the BSA and other Chartered

Under this modification, the Youth Protection Plan was removed from the inner workings

of the plan and rather was attached as an exhibit to still be held as referenced in the plan. Further,

under this exhibit the protection plan was further defined and specified to be more clear and

effective.!%!

188 14. at 70

189 Third Modification of the Fifth Plan at 129

190 Id.

191 4. at 284
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Addition of the Roman Catholic Settlement

Under this plan, the Roman Catholic Settlement Agreement was added after being
previously mediated.*®? Within this agreement, the Roman Catholic Entities agreed to withdraw
all objections and requests they previously held towards this plan, agreed to support the plan
moving forward, and interestingly agreed to support the BSA in their attempts to grow and gain
members through at least the year 2036.1%% There was a noticeable lack of financial investment
from the Roman Catholic Entities within this agreement. However, this can likely be attributed to
the parallel liquidation being faced by these entities, thus resulting in the somewhat unusual
support agreement. In exchange for these actions, the Roman Catholic Entities would be covered
by the Settlement Trust regarding abuse related cases arising from Roman Catholic sponsored
BSA groups.®*

Finalization of the Hartford Settlement

Under this plan, the Hartford Settlement agreement was signed and fully established.'*
With this finalized, one of the largest sources of outside funding for the Settlement Trust,
totalling $787 million, was secured.

192 poman Catholic Ad Hoc Committee Term Sheet at 9

193 Notice of Filing of Third Modified Fifth Amended Plan at 65

194 poman Catholic Ad Hoc Committee Term Sheet at 11

195 Notice of Filing of Third Modified Fifth Amended Plan at 286
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Acceptance of the Third Modified Fifth Amended Plan

A Journey Through the Courts

On March 11, 2022 the Final Pretrial Order for the Plan Confirmation Hearing was
filed.1% At this time there were still many parties that were against confirmation including,
interestingly, the Girl Scouts of America, the Roman Catholic Church, and the U.S. Trustee.
However, these objections proved fruitless as on September 8, 2022 the bankruptcy court filed
their supplemental findings of fact and conclusions of law that allowed them to confirm the
Third Modified Fifth Amended Plan. In a 68 page document, the court finalized their order and
dismissed any further objections that petitioners may have raised about the Plan.*®” However,
this decision was not accepted by the claimants, and so the BSA had to defend the bankruptcy
court ruling to a Federal District Court judge who, on March 28, 2023, affirmed the ruling in
full.2®® While this seems like a victory for the BSA, the non-settling insurance companies and
some claimants are appealing to the Third Circuit, hoping that the Appellate Court’s history of
warning of the dangers of mass tort bankruptcy cases will fall in their favor.**® It seems highly
unlikely that there will be a different outcome considering the thorough work and review of the
law done by the bankruptcy judge. While the opposing parties claim that the current plan was not
proposed in good faith, and that if it was not halted before April 11, 2023 (the day that all further
litigation against the BSA as a debtor in bankruptcy expires) the BSA would be able to argue
mootness, this will not have much impact since both the bankruptcy court and the district court
covered good faith in their opinions. Ultimately, it seems as if the non-settling insurance

companies are attempting to spend more money in court to avoid spending money on the BSA.

196 Einal Pretrial Order

197 Findings of Fact and Conclusions

198 District Court Opinion

199 CJaims Journal Article
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Where Council Funds are Coming From

As stated above, Local Councils are having to supply $500 million to the Settlement
Trust. Councils are essentially franchises that allow the councils to operate somewhat
independently from the National Office. However, none of these Councils alone make enough to
fund these payments themselves completely, nor do they own the intellectual property of the
BSA. Due to this, many Councils are having to sell off properties in order to pay the debt owed
to the Settlement Trust. These sales have created waves in the conservation community as many
are worried about what will happen to the hundreds of thousands of acres that are currently being
preserved and protected if they are sold to land developers.?®® However, since Councils rarely
have any standing funds or inventory, selling off properties to the highest bidder is likely the
only way that many of them are able to come up with the funds. For example, the Great Smoky
Mountain Council stated in their 2023 Pride Points that their annual budget is $3.2 million with
95% of funds being allocated to the improvement and continuance of Scouting in the Council
and only 5% of funds being used to further administrative costs.?’* While this method of
spending works well during normal business times, this does mean that Councils have an
extreme shortage of available cash flow and have to choose between selling properties or cutting
off funds to their own programs.

Another issue that has sprung up from Council sales is the accusation that some have
allegedly fraudulently placed camps and other properties into irrevocable trusts that are generally
untouchable by creditors. In 2020, Middle Tennessee Council (MTC) was sent a cease-and-desist
letter after having put four camps and their Nashville office in an irrevocable asset protection
trust on July 1, 2020.2°2 The counsel for the Plaintiffs stated that the timing was suspicious since
it was only after the 35 victims from the council had filed that MTC took any actions to move
their properties into a trust. They also argued that this shift would affect the reversionary interest
that National has in local council properties, an assertion that National and BSA’s attorneys

refute. Many councils, of all sizes, are questioning how they are supposed to foot the $500

200 NPR Article

201 GsMC Web Page

202 Washington Post Article
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million bill that they have been handed, and have made it the centerpoint of their Board meetings

for the last two to three years.

Where National Funds are Coming From

National is facing many of the same issues as Councils when it comes to finding funds to
pay off the debts they owe. Similarly, many of BSA’s funds are located in various properties
across the nation. One sale that will make a sizable dent in the payments is the sale of the
warehouse used to store Scout Shop supplies and merchandise in North Carolina.?°® However,
National is not selling off major properties such as Philmont or the Summit. All four High
Adventure Bases were deemed “core to the program”2%* and thus were unavailable for
bankruptcy. Because of these unavailabilities, National is getting the funds together by selling
the aforementioned warehouse in North Carolina, the building that housed its museum in Irving,
TX, and the iconic Norman Rockwell painting collection.?® Even with all this, the BSA National
is only contributing approximately 10% of the proposed settlement fund.?%® Since many of the
icons of Scouting were deemed too core to the program and necessary for the continuation of the
business, National seems to have escaped many of the perils that were originally conjured when

the case was first filed.

Appeals from Insurers

While the largest and primary insurers related to the BSA have readily backed this final
rendition of the plan, some insurers have appealed to the bankruptcy judge arguing that the plan
lacks good faith. These insurers argue that the plan would deny their contractual right to contest

claims related to the abuse and settlement trust. Further, they argue that this would cause

203 s News Article

204 personal Interview: April McMillan, March 2023

205 |d. and District Court Opinion

206 ¢ Jaims Journal Article
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drastically overstated payouts and set a dangerous precedent for mass tort negotiations moving
forward.

Despite these complaints by the insurers, they have been thus far unable to show any
error in facts found within the initial approval.2’® While their complaints may hold validity out of
court, these opinion based arguments have held no sway within the bankruptcy process.
Furthermore, the judge here has ruled there is no substantial evidence that the BSA has lacked
good faith in its negotiations and funding of the plan.?%° With the plan now being accepted by the
District Court, the insurers in question here are left only with the option of appealing the case
further. While it is distinctly possible this will be their action, it is unlikely that any such appeal
will drastically impact the finalized plan. This bankruptcy plan requires such complexity it is
unlikely a better alternative would be found or demanded by courts moving forward when such a
high level of support has already deemed this plan satisfactory.

Appeals from Abuse Claimants

The final plan to date was supported by a resounding 86% of the abuse claimants.?° With
that said, the remaining abuse claimants have primarily argued that this plan is overly limiting
towards their potential future litigious actions. Many argue with how this plan stops them from
future lawsuits directed towards involved entities such as BSA local counsels, churches, schools,
and even the Archbishop of Guam.

As previously discussed, this plan limits potential future lawsuits for these parties that
contribute to the trust raised within the plan. While these abuse claimants see these liability
waivers as an issue within the plan, the court has thus far considered this a reasonable way to
achieve additional mass funding for the victim compensation trust.?* Furthermore, there is a

certain notion of avoiding “double dipping” that can be read in the underlying actions of the

207 NBC Avrticle

208 Id.
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courts. These potentially appealing abuse claimants face the same challenges as the above

mentioned insurers moving forward.
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To Date Professional Fee Applications

Berkeley Research Group, LLC
Berkeley Research Group had billed $8,616,346.50 in fees and $18,348.47 worth of

expenses as financial advisors. These fees and expenses had been charged for the period of
06/3/20-6/30/22.2'2 Provided services to the Official Tort Claimants' Committee.

PricewaterhouseCoopers, LLP
PricewaterhouseCoopers, LLP had billed $723,028 in fees and $0 in expenses for

financial, audit, and bankruptcy advisory services. These fees had been charged for the period of
02/18/20-03/21/22.2'3 Provided services to the Debtors and Debtors in Possession.

Haynes and Boone, LLP
Haynes and Boone, LLP had billed $9,328,034.90 in fees and $82,716.95 in expenses as

special insurance counsel. These fees and expenses had been charged for the period of 02/18/20-

04/5/23.21* Provided services to the Debtors and Debtors in Possession.

Bates White, LLC
Bates White, LLC had billed $8,831,572.60 in fees and $69,482.15 worth of expenses as

abuse claims advisors and consultants. These fees and expenses had been charged for the period
of 02/18/20-01/31/23.2%5 Provided services to the Debtors and Debtors in Possession.

Alvarez & Marsal North America, LLC
Alvarez & Marsal North America, LLC had billed $15,114,908.20 in fees as well as

$129,275.88 worth of expenses as financial advisors. These fees and expenses had been charged

212 Berkeley Information

213 PricewaterhouseCoopers Information

214 Haynes Information

215 Bates Information
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for the period of 04/17/20-11/30/22.2'% Provided services to the Debtors and Debtors in

Possession.

KCIC, LLC
KCIC, LLC had billed $899,684 in fees and $2,924.35 worth of expenses as insurance

and valuation consultants. These fees and expenses had been charged for the period of 11/1/21-

1/31/22.2Y7 Provided services to the Debtors and Debtors in Possession.

Ogletree, Deakins, Nash, Smoak & Stewart, P.C.
Ogletree, Deakins, Nash, Smoak & Stewart, P.C. had billed $4,049,419.11 in fees and

$220,858.75 in expenses for legal services. These fees and expenses had been charged for the
period of 02/18/20-02/3/23.2*8 Provided services to Debtors and Debtors in Possession.

Omni Agent Solutions
Omni Agent Solutions had billed $5,754,412.72 in fees and $0 in expenses as the

administrative agent for the bankruptcy. These fees had been charged for the period of
02/18/2020-10/31/22.21° Provided services to Debtors and Debtors in Possession.

White and Case, LLP
White and Case, LLP had billed $53,914,295.40 in fees as well as $2,545,146.93 in

expenses for legal services. These fees and expenses had been charged for the period of
09/23/20-1/31/23.22° Provided services to Debtors and Debtors in Possession.

216 Alvarez Information
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220 \White & Case Information
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Looking Forward & Conclusion

Lasting Impact

There is no question that going through bankruptcy has significantly changed the BSA in
more than just financial ways. As discussed above, the entire structure of the organization has
changed, along with a significant overhaul to the employment structure and to how Youth
Protection Training (YPT) will be continued. In an April 19, 2023 newsletter, the BSA
announced that it hired a new Youth Protection Executive and re-published their “Commitment
to Youth Safety.”??! Chief Scout Executive/CEO Robert Mosby, National Chair Dan Ownby,
and National Commissioner Scott Sorrels published a letter to “Scouts, Survivors, and all Who
Share in Our Purpose” to announce the emergence from bankruptcy and the continued apologies
to those who were hurt by “individuals [who] took advantage of Scouting programs.” The three
aims stated in the letter are that the BSA wants to (1) keep young people safe; (2) respect the
stories of those who were hurt and that their stories are never forgotten, and (3) that the BSA
works tirelessly to be worthy of helping young people be the best version of themselves.??? It’s

clear that this letter is an attempt to close the door on the last three years and to turn a new page.

Conclusion to Date

Overall, the BSA’s Chapter 11 Bankruptcy has been a rollercoaster of changes,
amendments, motions, and appeals. Now that the case has been approved by a bankruptcy judge
and affirmed on appeal to the District Court, certain claimants and insurance companies that
refuse to settle are facing a tough battle against the Third Circuit. While the petitioners requested
a stay, claiming that without one, their position could be seen as moot since the stay on the BSA
as a debtor under Chapter 11 ends, this request was denied by the Appellate Court on April 19,
2023.223 BSA is now celebrating what they call their emergence from bankruptcy with an
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approved plan of $2.4 billion. However, this number may increase if the non-settling insurers are
forced to accept the ruling by the bankruptcy court.??* Given the refusal of the stay, and the
multiple announcements from National about the bankruptcy ending, it’s clear that the BSA
wants to end this chapter and continue its presence as America’s prominent youth serving
organization. Whether the claimants and non-settling insurance companies will allow this to
happen is yet to be seen, but as for now it looks like the BSA can finally begin to move on from

courtrooms and go back to the woods.
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