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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

UNITED STATES OF AMERICA,

Plaintiff Case No. 16-CR-20810-04

V. Honorable George Caram Steeh

TAKATA CORPORATION,
Defendant.

N N N N N N N N

REVISED PROPOSED INDIVIDUAL RESTITUTION FUND METHOD OLOGY

l. BACKGROUND AND EXECUTIVE SUMMARY

On February 27, 2017, the Department of JustideTakata Corporation (“Takata”) filed

the Rule 11 Plea AgreemeriDoc. 23] (the “Plea Agreement”) to resolve criaircharges

brought by the government against Takata in commeastith Takata’s design, manufacturing,
testing, sale and distribution of automobile airbafiators. The Plea Agreement, which was
accepted by this Court, providester alia, for the appointment of a Special Master to overse

the distribution of $975 million in restitution @h'Restitution Funds”) that Takata agreed to pay

to designated claimants, including auto manufactuighe “OEMs”) and individuals with
personal injuries. This proposed methodology addresses only thiutsh to individuals.

Contemporaneously with the acceptance of the Rtgaement, the Court entered the

Restitution OrdefDoc. 24] (the "Restitution Order”) requiring Takato, among other things,

pay $125 million in restitution to individuals wisoffered (or will suffer) personal injury caused

The Restitution Order also requires Takata to$#80 million in restitution to OEMs in connectiornith their
purchase of Takata airbags inflators (the “OEM Rastn Fund”). The Special Master previously sutbed

the proposed allocation of the OEM Restitution Famdl requested Court approval of the proposed eotic
program [Doc. 49]. The Court entered the orderagpg the proposed notice program to distributéceo
regarding the OEM Restitution Fund on November228,7 [Doc. 50].
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by the malfunction of a Takata airbag inflator, amdo have not already resolved their claims

against Takata (the “Individual Restitution Fund”).

Pursuant to the Plea Agreement, on July 31, 2B&/Court entered an order appointing

Eric D. Green as Special Master of the Takata Resstin Funds (the “Appointment Order”)

[Doc. 40] to administer the Individual Restitutidfund. Pursuant to paragraph 2 of the
Appointment Order, the Special Master’s responsisl include receiving and administering the
funds paid into the Restitution Funds, establishomg or more trusts to hold the Restitution
Funds, establishing procedures, subject to Cowtoapl, to determine eligible claimants and
the amount of loss eligible for compensation, depilg a formula or formulas, subject to Court
approval, for distributing funds to eligible clainta, making determinations regarding allowed
claims, and making a recommendation to the Couwgarding allocation of funds from the

Individual Restitution Fund.

Pursuant to his duties under the Restitution apgoftment Orders to administer the
Individual Restitution Fund, the Special Master hasked to develop a definition of “Eligible
Claimant,” articulate standards and evidence tog@mmpensable injury, estimate the probable
number and types of current and future claims #oltidividual Restitution Fund, determine the
amount of loss eligible for compensation, createadacation methodology for individuals
eligible to recover from the Individual Restituti¢iund, develop procedures and protocols for
administering claims to the Individual Restitutidiund, and design a notice program for
informing potential claimants of the proposed metiogies, protocols and procedures of the
Individual Restitution Fund. The Special Mastewisrking with his economic advisor, NERA
Economic Consulting (“NERA”) and his claims handlinonsultant, Garden City Group, LLC

("GCG” or the “Claims Administrator”) to fulfill tese responsibilities. This report describes the
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Special Master’s revised proposed methodology anmtoach to allocation and distribution of
the Individual Restitution Fund.

Il. UNIVERSE OF CLAIMS; ESTIMATION METHODOLOGY

A. Claimant Eligibility

Paragraph 2 of the Appointment Order requires 8pecial Master to establish
procedures, subject to Court approval, to deterraliggble claimants. The Special Master has
consulted with his advisors to develop the follogvohefinition of an Eligible Claimant who is
eligible to recover from the Individual Restitutiéand:

“Eligible Claimant” means an individual (1) who has suffered personal
injury or death caused by the rupture or aggressivaleployment of a Takata
phase-stabilized ammonium nitrate (PSAN) airbag in&tor (the "PSAN
Airbag Inflator Malfunction™); (2) who was at the t ime the PSAN Airbag
Inflator Malfunction occurred (a) in a vehicle located or registered in the
United States, its territories or its possessionspr (b) a U.S. citizen or
permanent resident (wherever the PSAN Airbag Inflabr Malfunction
occurred); and (3) who has not already resolved hisr her claim against
Takata Corporation and/or any of its affiliates.

Under this definition, the Individual Restitutiéiund will compensate only for injuries to
persons who were either the driver of, or a passeing a vehicle with a PSAN Airbag Inflator
Malfunction. The Individual Restitution Fund doest wover other airbag malfunctions, such as
non-deployment, nor does it cover other types e8ds, including economic losses. Further,
notwithstanding the request of Takata, the IndigidRestitution Fund will not compensate non-
U.S. citizens or non-permanent residents injuretdide of the United States or its territories or
possessions. The Special Master has carefullyicenesl Takata's request, cogently presented
in two written submissions and a face-to-face nmgetand repeated in an objection made to this

Court), but has concluded that the terms of thetiRéen Order, the applicable law, the

> The Special Master’s initial Proposed IndividualsRetion Fund Methodology was docketed on Janiary
2018 [Doc. 54]. This Revised Proposed Methodologkes a few specific revisions to the initial preglo as
described herein.
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intention of the prosecuting governmental authesijtiand the equities of this particular situation
dictate that the limited funds available in theitdual Restitution Fund be reserved for United
States claims, as defined above (which includegidar nationals who meet the eligibility
requirements of 1(a) above). Moreover, pursuamrtoorder from this Court, Takata and the
Government each submitted briefing on this issnd,@esented their arguments to this Court on
March 5, 2018. The Special Master understandsdhans to the separate Takata Airbag Tort
Compensation Trust Fund_(*“TATCTF") established ag pf the Chapter 11 bankruptcy case of
Takata’s United States affiliate, TK Holdings Inand related affiliates (collectively, “TKH?)
pending in Delaware, are not so limited with respeclaims against TKH, and thus any amount
in that fund for such claims will be available tig#le individual claimants worldwide. The
Special Master also understands that all claimamt&jding foreign claimants, have been given
an opportunity to make claims and seek recoverlgsugh Takata Corporation’s Civil
Rehabilitation Proceeding in Japan. The Speciat®dtarecommends to the Court that Takata’'s
objection be overruled and that Eligible Claimatatshe Individual Restitution Fund be limited
to those individuals, as defined above.

B. Historical Claims

The Special Master has worked independently, dsd eollaboratively with Takata,
TKH, the OEMs, numerous plaintiffs’ attorneys (tti&laintiffs”), and the Bankruptcy Court-
appointed Future Claims Representative in the TKtager 11 case (the “FCR”), as well as
their respective advisors, including Ankura ConagltGroup, LLC, economist for TKH, Bates

White LLC, economist for the OEMSs, and Gnarus AdwssLLC, economist for the FCR, to

3 Unless otherwise indicated, references to Takaa#l sitlude Takata, TKH, and all other Takata sdizsies

and affiliates.
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estimate the number and value of valid current fahgre claims! For most, if not all, of the
interested parties and their consultants, theisgafdoint for analysis is the database of similar
Takata PSAN Airbag Inflator Malfunction settled gpenal injury and wrongful death claims
(there have been no fully adjudicated cases). aterton-PSAN Airbag Inflator Malfunction
cases that would not be eligible for compensatioateu the Individual Restitution Fund, such as
injuries caused by non-deployment, are also inaudehis data to provide a more robust basis
for injury valuation. The Special Master utilizedttlement data for approximately 195 prior
rupture or aggressive deployment claims in hisyasisl The Special Master received such data
from some of the OEMSs, Takata, and the Plaintifithe Special Master is also aware of
approximately 183 pending claims (filed and unfjlelleging a rupture or an aggressive
deployment against Takata, or against Takata arfdEv. The Special Master and his advisors
have analyzed all of this data to estimate validrent and future claims and to develop a
valuation matrix for allocation of the IndividuakRtitution Fund.

C. Current Claims

Eligible claims arising from injuries caused by RSAirbag Inflator Malfunctions that

occur prior to the Effective Date (as defined ia TKH bankruptcy plan) (the “Current Claims

Cut-Off Date”), and which are filed with the Spddidaster within 90 days after the Effective

Date (the “Current Claims Filing Deadline”), wilelconsidered “Current Claims” for purposes

of the Individual Restitution Fund allocation.

The Special Master shared a draft of the Propdetthodology with these stakeholders, as well gk wie
Department of Justice, and he solicited commerdm fthese parties. The Special Master considered al
responses received and addressed such respotisisshitethodology.

The Special Master has received additional se¢ii¢ data from Honda since the submission of thginat
Individual Restitution Fund methodology. The Spédbilaster has analyzed this data, and has fourtdk tthees

not change the methodology or the estimations.
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For estimation purposes, Current Claims are dégilersonal injury and wrongful death
claims associated with alleged ruptures and aggeesteployments that occur prior to the
Current Claims Cut-Off Date and are filed by thar@nt Claims Filing Deadline. This includes
known claims that were not resolved as of DecerBlte2016, and known or estimated ruptures
and aggressive deployments from January 1, 20-aughr the Current Claims Cut-Off Date.
Takata has provided the Special Master with adfsknown but unresolved claims, including
filed lawsuits and notices of claims. Based os thformation, as well as information received
from the Plaintiffs and projections made by the &gdeMaster’s advisors based on analysis of
data concerning the universe of potential clairhe, $pecial Master estimates that there will be
between 251 and 300 Current Claims.

D. Estimation of Future Claims

For estimation purposes, claims arising from igsrcaused by PSAN Airbag Inflator
Malfunctions that occur on or after the Currenti@& Cut-Off Date or which are filed with the
Special Master after the Current Claims Filing Deq will be considered_“Future Claims.”

Future Claims are estimated using a four-step odetlhgy. First, the population of at-
risk vehicles is determined. A vehicle is definesl “at-risk” if the vehicle (as defined by the
make, model and year) is subject to the Nationagjhi#ay Traffic Safety Administration
("NHTSA”) recall of Takata airbags, has not hadoanpleted recall repair, and is still in use. To
estimate this population of vehicles, the Specialktdr obtained data on registered vehicles in
operation from IHSMarkit/Polk for 2016. These wdi counts were reduced to reflect
completed recall repairs based on data provideddmtain OEMs. For Future Claims, the

estimated count of at-risk vehicles is reduced aflect two anticipated developments: (1)
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additional cars are estimated to have completealise@and (2) others are estimated to have been
“abandoned” and no longer in operation.

Second, after estimating vehicles at risk each, ytp@ number of accidents and frontal
driver or passenger airbag deployments in thigsit{population are estimated using General
Estimates System (“GES”) data. GES data come faormationally representative sample of
police reported motor vehicle accidents and isiphbt annually by NHTSA.

Third, based on inflator testing data providedlakata, rupture rates in deployed airbags
are estimated by inflator type, vehicle age, andggaphic zone. The inflator testing data
demonstrated a positive correlation between ruptates and vehicle age and a positive
correlation between rupture rates and high-humigéggraphic zones. Applying these observed
rupture rates, total ruptures are estimated by, yaat all ruptures are assumed, for purposes of
estimation, to lead to claims against the Individestitution Fund.

Fourth, the Special Master estimates the numbefutafre compensable aggressive
deployment claims by calculating the ratio of saetdims to ruptures in the historical settlement
data and assuming that this ratio will remain camisin the future.

Recognizing that the reliability of the model fstimating future claims depends heavily
upon the accuracy of its underlying assumptiond,that those assumptions are subject to some
uncertainty, the Special Master has instructed NE&®#Acorporate into the model a reasonable
range of alternative assumptions, where the rargfkects uncertainty in the underlying
parameters and model specification, in order tagatathe interests of Future Claimants while
fairly compensating Current Claimants. Thus, NERAodel of the number and value of

Current and Future Claims in many places incorgsrabnservative, or reasonable worst-case
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assumption$ about the various factors that underlie the modeélccordingly, the Special
Master’s model projects between 716 and 1,469 cosgide Future Claims, the value of which
constitutes 71%-82% of Takata liability for theiestted total value for the universe of claims
(both Current and Future) eligible for compensatrom the Individual Restitution Fund.

E. Uncertainties in Estimating Number of Claims

As previously noted, there is considerable ung#stan estimating the number (and
value) of Current and Future Claims. With respecCurrent Claims, although the Special
Master is aware of a number of unresolved pendasgs and unfiled claims, some of these cases
and claims may not be compensable because thehavi# been resolved with Takata prior to
submission of a claim to the Individual Restitutiemnd or for other reasons; there may also be
additional, but yet unknown, Current Claims thabvyer to be compensable. The number of
compensable Future Claims is more uncertain; edctheo many factors that underpin this
estimate incorporates multiple assumptions, manwluth are based on uncertain inferences
from the data. Moreover, as with all such estioraefforts, the data available for use in making
foundational assumptions and inferences is itselbmplete and sometimes inconsistent. The
estimation of valid future aggressive deploymeatnot is even more uncertain than the estimate
for future rupture cases because of the difficuitgifferentiating aggressive deployment from
normal deployment. The Special Master estimate$ fliture valid aggressive deployment
claims will be 5% to 10% of the future rupture oigi The low end of this range is based upon
the historical incidence of aggressive deploymeitieaments in which there were present severe
injuries that would more strongly substantiate ggrassive deployment case. The high end of

the range is based on the complete incidence tédetggressive deployments in the historical

®  Even though the Special Master is comfortableimglpn these estimates as based on reasonablecasest

scenario assumptions, the number and value of lactaens could be higher depending on unforeseen
developments in the future.
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data, and suggests that aggressive deploymentbenalpser to 10% of ruptures. However, this
settlement data includes less severe injuries faclwit is more challenging to substantiate an
aggressive deployment claim. The Special Mastien@egledges that the actual number of valid
future aggressive deployment claims could be highan 10% of Future Claims because of
greater awareness of this possible injury mechaaisththe public knowledge of the Individual
Restitution Fund as a source of compensation. [akisr factor is sometimes described as the
“Trust Effect” and is a phenomenon that has appkare confounded attempts to estimate
future claims in other similar compensation schemes

[l VALUE OF CURRENT AND FUTURE CLAIMS

Based on the historical settlement data, NERA,Special Master’'s economics advisor,
confirms that the value of settled claims is sigaifitly correlated statistically with injury type
and severity. Again, to estimate the value ofd/&@iurrent and Future Claims, the Special
Master instructed NERA to utilize conservative,s@@able worst-case scenario assumptions in
order to protect the interests of Future Claimavitle compensating Current Claimants fairly.
Accordingly, in its models, NERA assumes that #lationship between injury type and severity
for Current and Future Claims will be the same as Ibeen observed in the historical data and
that an overall average settlement value, simdahat reached by certain OEMs and Takata in
previous settlements, will apply. In alternativehpdeled scenarios, NERA implicitly assumes
that the mix of injuries will become less severgg@neral, as the proportion of claims shifts to
passenger side airbags. Historically, the injyges and severity of claims in passenger-side
airbag rupture or deployment cases has been lessesehan for driver-side airbags, resulting in
lower associated settlement averages. In sommatiecly modeled scenarios, NERA estimates

claim values at these differing averages. For feu@laims, values are inflated and discounted,
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to take into account inflation affecting the valokFuture Claims and to calculate a present
discounted value based on the conservative investo@delines applicable to the Individual
Restitution Fund. For all modeled scenarios, sadjastments to the historical data have been
made by the Special Master to some injury categdgesmooth out inconsistencies in the data
attributable to small sample size or other anoreahiehe data.

Table 1 below describes six scenarios, each mdaelaifferent assumptions assigned to
various factors found to be significant in the gsa of the adjusted historical data which NERA
employed to estimate the number and value of tinetse of compensable Current and Future

Claims expected to be made to the Individual Regtih Fund.

10
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TABLE 17

Range of Projected Liability Estimates of Curent ad Future Claims
Valuation Based on Adjusted Historical Matrix Values

Ruptures Aggressive Deployments Total % of
Scenario Counts Present Value Counts Present Value Count Present Value _Total Liability
@ @ @) ) ®) (6) (7) @®)
=(2)+@4) =(3)+(5)
-- Millions -- - Millions -- -- Millions --

I. Scenario 1*
Current 239 $ 193.6 12 $ 10.7 251 $ 204.3 29%
Future 682 477.4 34 29.0 716 506.4 71%
Total 921 $ 671.0 46 $ 39.7 967 $ 710.7

Il. Scenario 2°
Current 240 $ 194.3 12 $ 10.8 252 $ 205.1 27%
Future 752 524.9 38 318 790 556.7 73%
Total 992 $ 719.2 50 $ 42.6 1,042 $ 761.8

Ill. Scenario 3°
Current 255 $ 206.8 13 $ 11.4 268 $ 218.2 22%
Future 994 715.8 50 422 1,044 758.0 78%
Total 1,249 $ 922.6 63 $ 53.6 1,312 $ 976.2

IV. Scenario 4"
Current 255 $ 234.9 13 $ 11.4 268 $ 246.3 21%
Future 994 867.8 50 422 1,044 910.0 79%
Total 1,249 $ 11027 63 $ 53.6 1,312 $ 11563

V. Scenatio 5
Current 272 $ 250.5 27 $ 25.0 299 $ 275.5 19%
Future 1,205 1,053.0 121 105.3 1,326 1,158.3 81%
Total 1477 $ 13035 148 $ 130.3 1,625 $ 14338

VI. Scenario 6
Current 273 $ 2515 27 $ 25.1 300 $ 276.6 18%
Future 1,335 1,164.6 134 116.5 1,469 1,281.1 82%
Total 1,608 $ 14161 161 $ 141.6 1,769 $ 15577

Notes and Sources:

All forecasts follow Ankura model structure, estiing ruptures by inflator type, age, and zone.
“Current liability” includes expected costs took® pending claims, as well as estimated futuméns with an accident date through 1Q2018.
The historical data on which the projection isdzhscludes pending filed/unfiled claims with arcident year prior to 2017. 50% of unfiled claims
are assumed to be dismissed, based on reportedcaistates. Pending claims with unknown allegeplayment defects are assumed to have the
same mix as the claims with a known deploymentatediie gation.
Nominal values are inflated and discounted to geteepresent value estimates. The assumed inflaterof 1.88 percent is calculated as the
difference between 10-year Constant Maturity Treastes and 10-year Constant Maturity Inflatioddred Treasury rates, averaged ove
period 11/21/2016 - 11/20/2017. The assumed discatm of 2.67 percent is calculated using the @8k yConstant Maturity Treasury rate,
averaged over the period 11/21/2016- 11/20/2017.
All scenarios include the following assumptions:
(a) Puerto Rico and the U.S. Virgin Islands ardied in Zone 0.
(b) National accident rates are applied, using 20K GES and Polk data.
(c) Deployment rate calculations include all "Dgptent - Front" plus 50% of "Deployed - Combinatiamitl 82% of "Deployed - Unknown
Location" counts, using 2013-2015 GES data.
Scenarios 1 - 6 have different assumptions abanddnment rates, rupture rates, recal completitesrand valuation.
" Scenario 1 generates the lowest estimation of resptult is based on the folowing assumptions:
Abandonment rates: Abandonment rates are appligéhtiprm size (large/small).
Rupture rates: (a) differential DAB/PAB rates appled for non-PSDI Small Platform; (b) tais obthates for PSDI Alphas are capped at historical
levels; (c) rates for Betas are assumed to groversiogvly than has been observed historicaly.
Recall completion rates: increased assumed capsaanuletion path are used.
Valuation: differential values are applied for DABd PAB claims.
Aggressive deployment claims are projected as S#eofuptures based on historical patterns of slatith a severe injury.
2 Scenario 2 is the same as Scenario 1, except:
Abandonment rates: overall abandonment rates qfiecp
% Scenario 3 is the same as Scenario 1, except:
Rupture rates: rates for PSDI Betas are estimateelon the observed historical growth pattern.
Recall completion rates: assumed caps are estimateglobserved historical rates.
“ Scenario 4 is the same as Scenario 3, except:
Valuation: overall valuations are applied for ruptalaims, DAB valuations are applied for aggressigployment claims.
® Scenario 5 is a higher estimate of ruptures.bised on the folowing assumptions:
Abandonment rates: abandonment rates are applipthgrm size (large/small).
Rupture rates: (a) overall rates are applied forR8DI Small Platform; (b) Alpha tails are un-cagip@) rates for Betas are estimated based on the
observed historical growth pattern.
Recall completion rates: assumed caps are estimaieglobserved historical rates.
Valuation: overall average valuations are applied.
Aggressive deployment claims are projected as 1Dftearuptures based on historical patterns famsiaf all injury types
® Scenario 6 is the highest estimate, and is the senSzenario 5 except:
Abandonment rates: overall abandonment rates qfiecp

7

A larger version of Table 1 is annexed heretBxsbit 1.
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After considering the views of the economic adrgsto the other stakeholders in this
matter (OEMs, TKH, Plaintiffs, and the FCR) and docting considerable due diligence, the
Special Master finds the analysis used by NERA dtimate the number and value of valid
Current and Future Claims to be fair and relialalegd accepts NERA’'s methodology for the
purpose of allocating the Individual RestitutionnBu The key conclusions from this analysis
are that the number of compensable Current andré&@iaims will be between 967 to 1,769
with a value of between $710.7 million and $1.5980lm and that the liability associated with
Future Claims will constitute between 71% and 83%he value of all claims.

With regard to the questions of what portion ¢ thdividual Restitution Fund needs to
be reserved for Future Claims and what portion lbanutilized to immediately compensate
Current Claims, the Special Master intends to makedinal determination and formal
apportionment 30 days after the Current Claims§ibDeadline (the date on which all Current
Claims are due to be filed and the actual numb&usfent Claims will be known). Information
regarding procedures for filing of claims can barfd in Section VI below. If the actual number
of valid Current Claims received is consistent ViWEBRA'’s current estimates, the Special Master
will reserve approximately 80% of the Individual &&ution Fund for Future Claims. This
percentage is at the high end of the range of astgnfor Future Claims and is therefore
“conservative” for protecting the interests of FatClaimants. The Special Master is cognizant
of the risk of estimation error, which could resualtirrevocably treating Future Claims unfairly.
If the number of Future Claims turns out to be tge#han the estimate used to apportion the
fund between Current Claims and Future Claims, momd not be available to compensate
claimants at the end of queue. Once paid out toe@u Claimants, the money cannot be

recovered to make up an under-estimation of Fu@llagms. The risk is not symmetrical. If

12



2:16-cr-20810-GCS-EAS Doc # 77-1  Filed 03/19/18 Pg 14 of 39 Pg ID 2137

there are fewer Future Claims than estimated, @athount set aside for Future Claims proves
to be excessive, funds will still be available attd Special Master may make “true-up

payments” to individuals previously compensated.he TSpecial Master and his advisors

anticipate being in a position to refine the estasaor Future Claims by early 2020, at which

time a re-apportionment between Current Claims Batlre Claims may be made and, if

appropriate, true-up payments distributed.

Apportioning 80% of the Individual Restitution Fuas a reserve for Future Claims, and
assuming the trust holding the Individual RestitntFund will increase to approximately $126.5
million by the time payments need to be made becadisnterest on investments, means that
approximately $25.3 million will be available torapensate valid Current Claims.

For the avoidance of doubt, it is important to endhat the Special Master is not
predicting that the number and value of claims dlat the high end of these estimates, or that
the proportion of Future Claims to Current Claim# e at the high end of the estimate used to
allocate the Fund, but rather that the uncertanéied limitations inherent in the estimation
process and the duty to protect fairly the intexredtall claimants requires that reasonable worst-
case scenarios must be recognized and considered.

V. ADEQUACY OF THE INDIVIDUAL RESTITUTION FUND

As described above, the range of estimated sdievalid Current and Future rupture
and aggressive deployment claims to be paid froenltlividual Restitution Fund across six
defined scenarios is $710.7 million to, consenayiv$1.558 billion. The low end of this range
is estimated employing the Future Claims forecgstiethodology, incorporating the following
reasonable assumptions: (i) that there are feweiskatvehicles on the road because a higher

proportion of the at-risk vehicle population is @s®d to be abandoned/taken out of use each

13
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year (modeled by using a differential abandonmate for small and large platform vehicles)
and because a higher proportion of affected vehidee assumed to have recall repair
completions than has been observed historically;tlfat estimated future rupture rates by
inflator type and vehicle age either will not inase or will grow at a slower rate than observed
historically, in the ballistic testing data; (ithat rates for driver-side non-PSDI small platform
inflators will generally be lower relative to pasger-side small platform inflators, as observed
in the ballistic testing data; and (iv) that th@umy mix of estimated future claims will not be as
severe as observed historically. This last assiomj¢ based on the observation in the historical
data that injuries tend to be less severe for pgeseside inflators than for driver-side inflators
and the assumption that there will be relativelyde driver-side ruptures going forward. The
low end of the range also assumes that aggresspleyinents will be 5% of ruptures. The high
end of the range incorporates the following reabttnassumptions: (i) a lower proportion of the
at-risk population will be abandoned each year (etextiusing overall abandonment rates rather
than differential rates for small/large platformhiges) and recall completion rates will occur at
the lower pace observed in historical data; (ifeduction in claim severity will not occur over
time (modeled by using overall valuations, rathent differential valuations for passenger-side
and driver-side claims); (iii) estimated future tuqe rates by inflator type and vehicle age will
either increase or will grow at the rate obsenrethe ballistic data; (iv) an overall rate for non-
PSDI small platform inflators is estimated to irase sample size; and (v) aggressive
deployment cases will be 10% of ruptures.

The Restitution Order contemplates that the rggiit to individuals injured by a Takata
PSAN Airbag Inflator Malfunction will be used to mpensate personal injury and wrongful

death claimants in light ofakata’sliability (as opposed to any co-defendant’s liyjl Most

14
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personal injury and wrongful death lawsuits naméitazhal potentially responsible parties, such
as the manufacturer of the automobile in whichainkeag and inflator are components and/or the
dealer who sold the automobile. The databasetdédeclaims indicates that in many, but not
all, cases the auto manufacturer as well as Tat@t&ributed to the settlement amount. The
relative share of Takata’s contribution to thesttles@ents ranges from 0% to 100%. Takata’'s
relative share of the settlement payments appearary depending on a number of factors, but
most depends on the date when the settlement veahad. As the number of claims and
settlements mounted over time and Takata andfitmt#s approached insolvency and eventual
bankruptcy, Takata’'s relative contribution to thettlements appears to have decreased. As
Takata approached bankruptcy in 2017, and, of epwsce Takata filed for bankruptcy, its
share of settlement payments zeroed out. The OtéMe taken the position that given Takata’s
role as supplier and admitted fraudulent conduakata should bear 100% responsibility for all
claims, but regardless, in virtually all casesgiilg injuries or wrongful death caused by the
rupture or aggressive deployment of a Takata mflahbsent bankruptcy protection, Takata
would be liable to the claimant for 100% of the da®s under theories of joint and several
liability. Accordingly, whether one calculates thaekata share of damages for personal injuries
or wrongful death using the injury matrix adjusteslues determined by the Special Master
based on a hypothetical 50-50 share of liabilit$5&4 million - $778.9 million) or on 100%
responsibility under joint and several liability7).7 million - $1.558 billion), it is clear that
Takata’s own exposure for the Current and Futusn@ of individuals injured by a Takata
PSAN Airbag Inflator Malfunction would massively @eed the approximately $126.5 million
amount anticipated to be available in the IndividRastitution Fund. Accordingly, the Special

Master concludes that the Individual Restitutionndruis inadequate to fully compensate

15



2:16-cr-20810-GCS-EAS  Doc # 77-1  Filed 03/19/18 Pg 17 of 39 Pg ID 2140

individuals for Takata’'s share of personal injundavrongful death caused by a PSAN Airbag
Inflator Malfunction and that there will be no ulealted funds remaining in the Individual
Restitution Fund to distribute to the United Stajesernment, as provided for in paragraph 4 of
the Restitution Order.

This conclusion is corroborated by the estimatidrclaims made by Ankura, TKH’s
economics consultant on estimation of future claimskura estimates that TKH’s exposure to
PSAN PI/WD claims is $1.05 billiof. This amount includes an estimate of $1 billiondmims
filed after the Effective Date, and $50 million filled claims not resolved as of the Effective
Date. Ankura’s sub-categories do not coincide Wit Special Master’s definition of Current
Claims and Future Claims and therefore do not pedcimap to the NERA estimates that the
Special Master has adopted. Further, Ankura’smedt appears to be for only the Debtor’'s
share of liability and does not include the amoifrény, which Ankura may attribute to a co-
defendant’s share of liability even though Takatauld also be legally responsible for it also
under joint and several liability. It also does rsptecify what percentage share of the total
liability it employs to estimate the Debtor’s shafdotwithstanding these ambiguities, Ankura’s
total estimation falls squarely within NERA'’s rangkestimated total values and confirms that
under any reasonably foreseeable scenario, the @élclaims to the Individual Restitution Fund
will far exceed the amount available to compentaten in full.

V. METHODOLOGY AND VALUATION

Given (a) the indisputable inadequacy of the linhligl Restitution Fund, (b) the
relatively small sample of historical settlementaikable for analysis, (c) the idiosyncratic
nature of individual cases, and (d) the wide ramgestimated total value for all cases, the

Special Master has determined that the fairestt mifisient, and most manageable allocation

8  Seethe Disclosure Statement to the Debtors’ Amenait Chapter 11 Plan, filed December 19, 20175at 8
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methodology for the Individual Restitution Fundoise based on the relative valuation of valid
allowed claims rather than one based on an idehlefesolute total valuation for various
categories of claims. A relative valuation apptoanables the Special Master to more fairly and
efficiently allocate among all injured individualse amount available for Current and Future
Claims based on the limited amount that is actualgilable and on the relative severity of the
injuries.

The first step in a relative valuation approackoisalculate the amount of money from
the limited Individual Restitution Fund that is eesary to reserve for Future Claims and the
resulting amount that is available to compensateegdt Claims, as defined above. As described
above, these amounts will be calculated after gm@g for filing Current Claims has closed, i.e.,
30 days after the Current Claims Filing Deadlir@ased on current estimates, however, these
amounts are projected to be approximately $25.8omifor Current Claims and $101.2 million
for Future Claims, but it is important to keep imndchthat these amounts may be reallocated
based on the actual claims experience.

The second step in a relative valuation approadb classify the types of injury claims
into a manageable number of categories in a mahagrs objectively based on the settlement
history, consistent, efficient for claims handlipgrposes, explainable and understandable, and
grounded in the way in which experts in the vatuatnd settlement of such cases (plaintiff and
defense attorneys) have actually valued them ip#t in real cases. This allows the settlement
history to be utilized for relative valuation pugas more reliably than for absolute valuation
purposes because idiosyncrasies within the invgnbbrsettled cases can be assumed to be
relatively evenly distributed within the inventony cases. For purposes of valuing claims to the

Individual Restitution Fund, the Special Master entified from the historical data nineteen
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types of injuries as the most common in casesrbégirupture or aggressive deployment. These
include: (i) fatality; (ii) permanent loss of vision two eyes; (iii) permanent loss of vision ineon
eye; (iv) other eye injuries; (v) traumatic braimury; (vi) larynx/vocal cord injuries; (vii)
skull/dental/mandibular fractures; (viii) head/faweck lacerations, scars, or burn disfigurements;
(ix) facial nerve damage; (x) neck/back injuriesi) (torso/limb lacerations, scars, burns, or
disfigurement; (xii) permanent hearing loss/impanty (xiii) non-permanent hearing injuries;
(xiv) other broken bones/fractures; (xv) vasculamplications (xvi) internal injuries; (xvii)
injury to pregnancy; (xviiij) concussion; and (xixyinor bruising. The data indicates that
individual injuries within these nineteen categsneay then be classified as mild, moderate, or
severe.

The third step in a relative valuation approactoisssign relative values, i.e. points, to
each injury category and subcategory, taking camrelatively value each type of injury clearly,
fairly, objectively, and consistently. Working Wwihis advisors and starting from the historical
settlement data but making adjustments where na&ge$s smooth out anomalies in the data
attributable to small sample size or idiosyncrasies Special Master has assigned a specific
number of points to each of the nineteen identifigdry categories and, where appropriate, for
mild, moderate, and severe subcategories withih eategory. In addition, the Special Master
has identified situations where additional pointsynbe added to a claim based on factors such
as age and number of dependents to adjust théveetatse value consistent with the historical
settlement experience and fairnés¥he Special Master’'s proposed relative valuatiwatrix is

set forth in Table 2, below:

°  The Special Master proposes adding adjustment pdiased on the age of the claimant for an injury

categorized as severe in the following categofigsatality; (ii) blindness; (iii) loss of hearindiv) loss of use
of vocal cords; (v) total and permanent brain inj(fif BI”); and (vi) severe facial paralysis. The &yl Master
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TABLE 21°

Proposed Points Matrix by Injury and Severity

Proposed Point"

Additional Factors for Level

Injury Lewel 3 (Mild) Level 2 (Moderate; Level 1 (Sevee) 1/ Sewre Injuries2 Adjustment Point
@) @) ®) @) [

1. Fatality 4,000 4 Prolonged suffering 1,500
Age under 2 3,00C
Age between 25 and 2,00C
Age 40t0 5 1,000
Spouse/each dependént 75

2. Pemanent loss of vision - two eyes 4,000 ® Age under 25 500
Age between 25 and 25C
Spouse/each dependént 75

3. Pemanent loss of vision - one eye 2,000 ® Age under 25 500
Age between 25 and 25C
Spouse/each dependént 75

4. Othereye injurie 10C 40C 1,00(

5. Traumatic Brain Injury 250 750 2,0005 Age under 25 500
Age between 25 and 49 250
Spouse/each dependént 75

6. Larynx/vocal cord injury 100 400 2,0005 Age under 25 500
Age between 25 and 49 250
Spouse/each dependént 75

7. Skulldental/mandible fractures 100 350 1,600

8. Head/face/neck laceration, scars, burns, disfigal 100 350 1,000

9. Facial nerve damage/paralysis 100 400 1,600 Age under 25 500
Age between 25 and 49 250

10. Neck/back injuries 10 350 2,000

11. Torso/limb laceration, scars, burns, disfiguneme 20 100 275

12. Permanent hearing loss/impairment 100 500 l,%OO Age under 25 500
Age between 25 and 49 250
Spouse/each dependént 75

13. Hearing - non-permanent injuries 10 100 150

14. Other broken bones/fractures 40 150 600

15. Vascular complications 50 150

16. Internal injuries 50 250

17. Injury to pregnancy 50 500

18. Concussion 20 80

19. Minor bruising/None 10 25

Notes and Sources:

* Points assigned to each injury-severity level gratgprimarily based on historical average settigme~or the most severe injury
categories, points for additional case-specifitdex (e.g., marital status, number of dependeneshased on a review of the
historical settlement data, other payment fundsjaddment of the Special Master.

2 Age-specific and dependent-specific adjustmentsppdicable only to Level 1/Severe injuries.

% The maxmum aggregate adjustment for all dependsr88 points, subject to Exraordinary Review.
* Base value is assigned for claimants aged 60 or@bo

® Base value is assigned for claimants aged 50 or@bo

The Special Master anticipates that many claimaniisallege multiple injuries as the
result of a single occurrence, for example, a faceration, hearing injury, and a back injury.

The data suggest that in the most severe casqwithary injury was the significant driver of

also proposes providing additional compensationsfmsuses and dependents of claimants for certagrese
injuries.

10 A larger version of Table 2 is annexed heretBxsbit 2.
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case value and in most other cases the historat@ did not show a statistically significant
increase in value for the existence of multipleuiigs. In a limited fund/relative valuation
approach, the Special Master concludes that corapensbased on the most serious injury will
fairly value a claim. Accordingly, under the prged approach, in most cases a claimant will
receive compensation for his or her most seriousyironly. Injuries will not be aggregated or
“stacked.”

Extraordinary Review, as defined below, will begable for claimants who believe their
injury or injuries do not fit within a particulaategory or deserve extraordinary compensation.

Some of the various interested parties in thie @asl the TKH Chapter 11 bankruptcy
case employ a similar injury matrix to the one dibsd above, with minor variations in the
categories and definitions. The Special Mastertas@dvisors believe that the matrix and point
values described above are the fairest, most d¢ensisand understandable, and the most
practicable to apply to a relative value allocatafra limited restitution fund (as opposed to a
pure tort-system based compensation model). The&CIA, of which the Special Master has
been named the Trustee, will employ a similar, digihtly different methodology and valuation
approach?

The fourth step in a relative valuation approachoiconvert the points assigned to each
claim to a monetary award. In a limited fund siiog, this is done by (i) adding up the total

number of points assigned to all valid allowed msiand then (ii) dividing that sum into the

1 Eligible Claimants injured by a Takata airbagtanp or aggressive deployment in a vehicle manufadt or

distributed by a Participating OEM (as definedtie fTKH Chapter 11 bankruptcy plan; at present,sibie
Participating OEM is Honda, but, under certainwinstances, other OEMs may elect to become a Rtiicg
OEM) will be eligible for compensation by the TATETat the full value of the claim, as defined in the
TATCTF trust documents. Full compensation in soakes will include the amount awarded and paichby t
IRF and the TATCTF and the “top up” amount paidthy Participating OEM through the Trust. In caises
which a Participating OEM pays full value on a iigrior to an award from the Individual Restitutiband,
the Trust documents provide that the paying Pagtoig OEM will be entitled to an assignment of thght to
receive the proceeds of the direct claimant’s awesth the Individual Restitution Fund. See infracton
VI(F).
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amount of money available in the fund for compensato (iii) derive the value of a point.
Then, (iv) for each claim, the number of pointsgresd to the claim is multiplied by the derived
value of a point to calculate the monetary awardtli@ claim. For the Individual Restitution
Fund, the Special Master will calculate the valdeagpoint after the Current Claims Filing
Deadline by dividing the sum of the points assigteall Current Claims into the amount of
money available to compensate Current Claimantsr a#serving the amount necessary for
Future Claims. Each Current Claim will then be eted by multiplying the points assigned
for that claim by the value of an Individual Regibn Fund point. The same approach will be
used for Future Claims, utilizing the value of ainpocalculated for Current Claims. |If
experience demonstrates that there are actuallgrfelaims than estimated, the value of a point
will be appropriately adjusted for claims procestsateafter and to calculate true-up payments
to claimants previously compensated at the lowertp@lue.

VI. CLAIM FILING PROCEDURES

A. Equal Access

All claimants will be treated with respect, dignignd fairness, without regard to race,
color, sexual orientation, national origin, religjogender, or disability. All claimants will be
able to access the Individual Restitution Fundneclaubmission process equally, and individuals
with disabilities will be given the opportunity tequest special process accommodations. All
claim documents will be translated into Spanish asgistance will be provided to claimants who

do not speak English or Spanish. All claimantg kgl clearly informed that:

CLAIMANTS DO NOT NEED TO
HAVE A LAWYER TO FILE A CLAIM
WITH THE INDIVIUDAL RESTITUTION FUND.
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If a claimant is represented by a lawyer, all comimation by the Claims Administrator
will be with the lawyer. The Special Master, thai@s Administrator, and the Special Master’s
advisors cannot provide legal advice. With thaséasce of clinical instructors at the University
of Michigan School of Law, the Special Master isrlang to set up a legal assistance program
for those individuals who desire but cannot affieghl advice.Claimants who need assistance
with filing a claim may contact the Claims Administator by email at
Questions@ TakataSpecialMaster.com or by phone toftee at 1-800-574-7035.

B. Claim Types

There are two types of claims and two types of r@ldtorms for the Individual
Restitution Fund: (i) death and (ii) personal igjurEach claimant may submit only one Claim
Form. Claimants will fill out one form to recovigom both the Individual Restitution Fund and
the TATCTF.

If the Claimant is not prepared to submit a Claionrk, a Claimant may submit a Notice
of Claim. A Notice of Claim shall include informai identifying the Claimant and owner or
lessee of the vehicle, if different from the Clamhamake and model year of the vehicle, VIN,
date and location of the incident, preliminary ay@heral description of known injuries, which
may be supplemented at any time, and type of eugstt as rupture, aggressive deployment, or
other allegation. A Claimant may also request tiet Individual Restitution Fund defer
processing the Claim or Notice of Claim for up tweoyear from the Notice of Claim or Claim
Form filing.

C. Where to Obtain and File a Claim Form or Notice ofClaim Form

* Obtaining a Claim FormClaimants may obtain a Claim Form or Notice of @lai

Form by visiting the Takata Special Master website,
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www. TakataSpecialMaster.com (the “Website”) and dimading a copy of the

applicable Claim Form or Notice of Claim Form. i@lants can also request a
Claim Form or Notice of Claim Form by emailing

Questions@TakataSpecialMaster.com or calling tek-fat 1-800-574-7035.

* Filing a Claim Form or Notice of Claim: Claim Forraos Notice of Claim Forms

may be submitted to the Special Master either enlinllowing the directions
posted on the Website, or by sending a paper Clonm or Notice of Claim

Form to one of the following addresses:

By Mail

Takata Airbag Individual Restitution Fund
P.O. Box 10472

Dublin, OH 43017-4072

By Courier
Takata Airbag Individual Restitution Fund

5151 Blazer Parkway, Suite A
Dublin, OH 43017

Lawyers who represent multiple claimants and whalldidike to streamline the claims
process for submitting individual claims should tzah the Claims Administrator using the
contact information aboveAs previously notedglaimants do not need a lawyer in order to
file a claim for compensation by the Individual Restution Fund.

Additional information about the Individual Restian Fund and the claim process is
posted on the Website, which will be updated pecalty. Claimants may also request
information using the contact information listecgae.

D. General Requirements for Completing a Claim Form oNotice of Claim Form

Claimants will submit one form for both the Indlual Restitution Fund and the

TATCTF. Each claimant will be required to file se@th Claim Form, Personal Injury Claim
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Form, or Notice of Claim Form as appropriate. Tiaim Form or Notice of Claim Form must
be completed in its entirety and signed either ey individual who was injured or his or her
legal representative. In signing the Claim ForniNotice of Claim Form, claimants will certify,
under penalty of perjury, that the information pded in the Claim Form or Notice of Claim
Form is true and accurate to the best of his okhewledge.

All Claims must be supported with proper documeota In general, claimants will be
required to submit documents establishing thatpgesonal injury or death was caused by the
rupture or aggressive deployment of a Takata PSAbha@ inflator. Claimants will also be
required to submit documents evidencing the ingurgeistained and the medical attention
received. A list of the specific documents requiivéll be attached to each of the Claim Forms.
Legal representatives must supply proof of thepre@sentative capacity, such as a power of
attorney, the appointment as guardian or attoradylitem retention agreements, or the
equivalent.

After a Claim Form is submitted, an acknowledgenpogtcard or email will be sent to
the claimant by the Claims Administrator within 88ys of receipt of the Claim Form. A claim
will not be deemed to be submitted unless such@eglatigement is received by the claimant.

E. Deadline for Filing Claim Forms and Notice of ClaimForms

The Individual Restitution Fund administrationsisheduled to launch to the public in
mid to late May, 2018. At that time, potentialiolants will be notified through the Special
Master’s Notice Program, as further described belamd Claim Forms and Notice of Claim
Forms will be available on the Website.

All individuals filing Current Claims, as defineabove to include any accident prior to

the Current Claims Cut-Off Date, will be requiredsubmit their Claim or Notice of Claim by
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the Current Claims Filing Deadline. The Currendi@ks Filing Deadline will be posted on the
Website and will be printed on the Claim Forms. yAZiaim or Notice of Claim filed after the
Current Claims Filing Deadline will be consideredraure Claim for filing deadline purposes.
All Claims must be filed by the later of three yeas after the Claimant’'s accident or three
years from the date the Individual Restitution Fundis launched, or the Claim will be
deemed waived, absent a showing of good cause asvtyy the Claim should be considered
notwithstanding its untimely filing. A determination of whether good cause has beewrsho
by a Claimant will be in the discretion of the SipéMaster. These deadlines are not intended to
suggest and should not be used to support an iassénat claims that would not otherwise
comply with applicable statutes of limitations imettort system could be belatedly filed there.
Current Claims will be processed by the SpecialtBtaafter the Current Claims Filing Deadline
and, as soon as practicable, the Special Mastéregibmmend to the Court payment amounts
for all allowed eligible Current Claims. Upon appal by the Court, the Special Master will
process and send payment to the allowed eligibleeGuiClaimants.

Future Claims will be processed periodically asythre received and evaluated on the
same basis as Current Claimants. Future Claintanss file a claim or Notice of Claim within
three years of an accident. Any Future Claim filater than the three year period will be
deemed waived, absent a showing of good cause awhio it should be considered
notwithstanding its untimely filing. A determinati of whether good cause has been shown by a
Claimant will be in the discretion of the Speciahster.

“True-up” payments, if any, will be determined aoaid by the Special Master without

the necessity for a claimant to make any additiapglication.
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F. Indirect Claims

Pursuant to the TKH Chapter 11 bankruptcy casea iClaimant has been fully
compensated by a Participating OEM (a “P-OE¥1gs part of the TATCTF process prior to
receiving a distribution from the Individual Reatibn Fund, the right to receive the proceeds of
the Claimant’s Individual Restitution Fund claimadifbe assigned to the P-OEM.

VII. CLAIM REVIEW, CLAIMANT NOTIFICATION AND APPEALS PRO CESS

A. Review of Claim Forms and Documentation

The Special Master’s Claims Administrator will v each Claim Form received to
determine whether it is complete and valid, as aeglall documents submitted in support of the
Claim Form. Claimants will have the burden of drimestablish their eligibility and verify the
validity of their claim. The Special Master shalso independently verify and validate any
claims received. Claimants will also have the oesgility of notifying the Claims
Administrator if any of their contact informatiorhanges. The Claims Administrator will
provide claimants with notification regarding thatss of their claims, as outlined below.

B. Deficiency Notification and Cure Process

If a claimant submits an incomplete or faciallyicient claim (by, for example, failing to
sign the form or failing to include required docuntaion), a Deficiency Notice will be issued to
the claimant by the Claims Administrator with insttions regarding how to cure the
deficiencies in the claim.

Claimants will have 90 days to cure all defici@sciin the claim. The Claims
Administrator will be available to answer questiordating to deficiencies and the curing

process.

12 As of the date of this filing, Honda is the ofiyOEM. See note 1$upra
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C. Claim Determination Notification

Approximately 60 days after the deadline to curefictent claims, the Claims
Administrator will issue determination notices tbpersons who filed claims.

Eligibility Notices will be issued to claimants wée claims are eligible or partially
eligible for payment from the Individual Restitutid-und. The Eligibility Notice will include
the proposed amount of the award that will be paflvard Determinations pursuant to the
Individual Restitution Fund Procedures will be daflor 30 days, after which the award offer is
null and void, unless a timely Notice of Appealiled, as specified below, or in the discretion of
the Special Master for good cause shown.

Denial Notices will be issued to claimants whokents are rejected either as ineligible
or because the deficiencies in the claims werdimatly cured.

Both the Eligibility Notice and the Denial Noticesll advise claimants that they have a
right to appeal the decision within 30 days. ANaads proposed by the Special Master are
subject to the approval of the Court.

D. Appeal Process

To appeal a determination of ineligibility, de&ocy, or the amount of an award,
claimants must file a Notice of Appeal with the 8péMaster within 30 days of the date of the
relevant determination notice. A Notice of Appé&aim can be downloaded from the Special
Master's Website. If a Notice of Appeal is notedl within 30 days, the Special Master’s
proposed determination will become final, bindiagd non-appealable, subject to the discretion
of the Special Master for good cause shown, angksuto the approval of the Court.

If a claimant files a timely and colorable Notioé Appeal, an independent third-party

Review Officer will re-examine the claim and makeeaommendation to the Special Master.
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The Special Master will consider the recommendatérthe Review Officer as well as the
opinion of the Claims Administrator and, as appiiea issue an amended proposed award
determination to the Court.

At present, the Special Master has appointed alpdrfive internal advisors to serve as
Review Officers. Former Judges Gerald Rosen (R&tgve Rhodes (Ret.), Nancy Gertner
(Ret.), Mary Beth Kelly (Ret.), and Mediator Catkfgnni have all agreed to serve as Review
Officers on a random, rotational basis.

E. Distribution

After the Special Master completes his calculatbelaims and valuations, as described
in greater detail above, and the Court has apprdliedproposed distributions, the Claims
Administrator will initiate the distribution proces Distributions from the Individual Restitution
Fund will be issued after the Claims Administrateceives the claimant’s validly signed Release
(as defined below), the expiration of any applieatinme to appeal, and Court approval of the
determination. Distributions for valid claims wile issued by checks, which will be negotiable
for 90 days. If the claimant is represented byattorney, the distribution may be issued by
check or by electronic payment to the attorney.cdshed checks, after a reasonable effort to
effect deposit, will be cancelled and the amounaraed will be returned to the Individual
Restitution Fund for redistribution to other meribaois claims.

F. Medical Liens

In determining all award amounts, the Special Mastdl take into account all
outstanding medical liens, if any, currently oweg the claimant. The Special Master has
retained the services of an experienced lien résal@dministrator, the Lien Resolution Group,

to identify, resolve, and satisfy, in accordanceéhvépplicable law, certain claimant repayment
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obligations, including, but not limited to, MedieaParts A and B), Medicaid, and other
governmental liens.

G. Privacy and Fraud Prevention

Information submitted by a claimant to the Indued Restitution Fund administration
will be used and disclosed only for the followingrposes: (i) processing the claimant’s claim
for an award from the Individual Restitution Furfa), legitimate business use associated with
administering the Individual Restitution Fund, umtihg the prevention of fraud and/or the
resolution of liens, and/or (iii) other necessawydl and judicial requirements or processes.

For the purposes of detecting and preventing tngment of fraudulent claims, the
Claims Administrator and Special Master will implemh procedures to verify and authenticate
claims, and to detect inconsistencies, irregu&sjtiand duplication. Suspicious claims may be
forwarded to federal, state, and local law enforeetmagencies for possible investigation and
prosecution.

H. Extraordinary Injury Review

The Special Master may, in his discretion and esttbjo approval by the Court, award
additional compensation to Eligible Claimants whegent proof of injury or loss of a type or
severity not otherwise captured by the matrix @firol values. Such additional compensation
will in no event exceed a fifty percent increasewabthe award to which the claimant would
otherwise be entitled.

To be considered for additional compensation feira@rdinary injury, an Eligible

Claimant must specifically request an extraordinapyry review (an “Extraordinary Review”)

by submitting, in addition to the Claim Form, a qdeted on-line application for Extraordinary
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Review together with documentation supporting tlaécfor extraordinary injury or loss and its
direct causation by the PSAN Airbag Inflator Malétion.

I. Attorneys’ Fees

The Special Master notes that the Rule 8.121 efNhchigan Court Rules of 1985
provides that attorneys’ fees in excess of onattbfran award resulting from a personal injury
or wrongful death suit are excessive. It has ne¢nbdetermined whether Rule 8.121 is
applicable to this proceeding, or whether the apple rules of other states which may provide
limits on attorneys’ fees resulting from persomgliy or wrongful death cases may apply here
where the relevant accident and injuries have oedun that state. However, the Court retains
jurisdiction over all aspects of this case inclyggihe Restitution Fund and it would be within the
discretion of the Court to apply Rule 8.121 or othpplicable state law to awards from the
Individual Restitution Fund because all eligiblaiolants will have suffered personal injury or
wrongful death. Moreover, because processing iendla an administrative fund is generally
simpler, speedier, and less risky than pursing s da the tort system, the amount of a
reasonable attorneys’ fee in the case of the lddali Restitution Fund arguably is less than for a
tort system claim. This seems especially truefdture claimants who, if they choose to utilize
an attorney, by definition will be accessing ansgrg trust with established procedures that
should reduce legal time and costs. Accordinghd aonsistent with what has been done in
other compensation fund programs, the Special Mast®mmends that the Court consider the
establishment of a ceiling on attorneys’ fees iast with Michigan Rule 8.121 or other
applicable state law for Current Claims and 25%c@etr of an award for Future Claims, except
for good cause shown as to why the permissiblarats’ fees portion of an award should be

upwardly adjusted.
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VIll. RELEASES

As a condition for payment from the Individual Reegion Funds, all individuals who
apply for compensation from the Individual Restdaot Fund must execute and submit to the
Special Master a release (the "Release") in then fprovided by the Special Master. The
Release shall be signed and submitted by a claimiagb submitting a Claim Form.

By signing the Release, the individual claimantlvaijree to release the Individual

Restitution Fund, the Special Master and the Sp&taester's advisors (the “Released Parties”)

from any and all past, present and future clainoginterclaims, actions, rights or causes of
action, liabilities, suits, demands, damages, mspayments, judgments, debts, dues, sums of
money, costs and expenses (including, without dtimh, attorneys’ fees and costs), accounts,
reckonings, bills, covenants, contracts, contragersagreements, obligations, or promises, in
law or in equity, contingent or non-contingent, Wmo or unknown, suspected or unsuspected,
foreseen or unforeseen, matured or unmatured, et@uunaccrued, liquidated or unliquidated,
whether direct, representative, class or individnatature, in any forum that an applicant had,

have, or may have in the future (a “Released Claemnising out of, in any way relating to or in

connection with the Individual Restitution Fund ahd discharge of the Special Master’s duties
and responsibilities under the Restitution and Apipoent Orders.

The Release will also require the claimant to agkadge and agree that the claimant
remains solely responsible for resolving all Goweemt Payors**> and Non-Government

Payors™ liens, rights of reimbursement, and other claiowdl¢ctively, “Liens”); (ii) provide the

13 Governmental Payor means any federal, state, er givernmental body, agency, department, plamgraro,

or entity that administers, funds, pays, contrdats or provides medical items, services, and/@sgpription
drugs, including, but not limited to, the Medicd&mgram, the Medicaid Program, Tricare, the Depamtnof
Veterans Affairs, and the Department of Indian He8ervices.

Non-Government Payor could include any healthqam@sider, employer, workers’ compensation carrier
(including a state workers’ compensation fund),ugrdnealth plan, non-group health plan, insurererfed
employees health benefit plan (such as Blue Crasterial or Blue 365), or other entity (other than a
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Special Master with authority for his Lien ResadmtiAdministrator to seek resolution of Liens;
(i) provide evidence of negotiation and paymeftad Liens with respect to payment of all
Liens not resolved by the Special Master's Lien dRdéson Administrator; (iv) agree to
indemnify and hold harmless the Special Masterannection with all Liens and any future
Liens; (v) and agree that the Special Master matl be liable for any act, or failure to act, odth
Lien Resolution Administrator retained in connegtiith the Individual Restitution Fund.

Importantly, in light of the inadequacy of the idual Restitution Fund to fully
compensate eligible personal injury and wrongfuhtbeclaimants, the Release required in
connection with an award from the Individual Regtdn Fund will not release Takata, the
OEMs, or any other related party.

IX. WHISTLEBLOWERS

The Special Master has received notifications ftema groups of whistleblowers that
allege that they are entitled to whistleblower aigapursuant to the Motor Vehicle Safety
Whistleblower Act, 49 U.S.C. § 30172. The whiskielers each have filed a claim requesting
that ten to thirty percent of the OEM RestitutionnB be held in reserve pending a final
determination of the whistleblower claims and heaserved their rights but not made a formal
claim to the Individual Restitution Fund. The Spé&laster is considering these notifications,
and if and when a formal claim is made againstititBvidual Restitution Fund, the Special
Master will make a recommendation to the CourtHer Court’s ultimate determination.

X. NOTICE PROGRAM

The Special Master and his advisors have devel@eubtice program (the_“Notice

Program”), to provide notice to individuals who miag eligible to recover from the Individual

Governmental Payor or Medicare Part C or Part yfara sponsor), that administers, funds, pays, aotsr
for, or provides medical items, services, and/espription drugs.
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Restitution Fund, as well as their attorneys. Efficiency and to minimize confusion, the
Notice Program will be combined and coordinatedhwhe TATCTF notice program. The
Special Master will send a direct notice (the “Bir&lotice”) to individuals or their counsel who
have been identified by the Special Master or wheehidentified themselves to the Special

Master. The Special Master will also disseminaiblipation notice (the_“Publication Notice”)

in numerous publications and media outlets. Thacdd’rogram is a national, five-year notice
plan. The proposed Notice Program for the firgtryfellowing the Current Claims Cut-off Date
is outlined below. The parameters of the NoticegPam and requirements for notice for the
following years may be developed and optimized witlta gathered during the initial notice
campaigns. The Special Master and his advisotswaluate the Notice Program annually, at a
minimum, to determine the highest level of effegetigss and efficiency in publicizing the role of
the Special Master and the availability of the Wndlial Restitution Fund. The Special Master
intends to seek Court approval of the proposeddDiNotice and Publication Notice at a later
date.

A. Direct Notice

The Special Master has been provided with a listkmdwn individuals who have
allegedly suffered injuries as a result of a Tak&&AN Airbag Inflator Malfunction, including
ruptures and aggressive deployments, and/or thgelmmvho represent these individuals. In
addition, since his appointment, the Special Maktess been contacted directly by individuals
who have claimed or indicated that they believe theeve been personally injured as a result of a
PSAN Airbag Inflator Malfunction. The Special Mestwill prepare the Direct Notice, to be
approved by the Court, which will be sent to knopatentially eligible claimants. The Direct

Notice will be sent via mail and email, to the ettealid address information is provided or can

33



2:16-cr-20810-GCS-EAS  Doc # 77-1  Filed 03/19/18 Pg 350f39 PgID 2158

be reasonably obtained. As additional potentaihtchnts are identified after the Current Claims
Cut-Off Date, the Direct Notice will be sent to mhefor the duration of the Special Master’s
appointment.

B. Publication Notice

The Special Master intends to use a publicatiom,ptaursuant to which a Publication
Notice will be disseminated throughout the Unitetht& and its Territories, with specific
targeting in the Southern portion of the Unitedt&ta Data from the National Highway Traffic
Safety Administration indicates that the highesk of malfunction for Takata PSAN airbags are
in geographic areas with high heat and humidityti@darly in Florida, Puerto Rico, Texas,
California and elsewhere in the Southern UnitedeSta Accordingly, the publication program
will target the areas with the highest risk factoPaiblication will be in both English and Spanish
to maximize its reach.

Generally, the Publication Notice program includeghout limitation, display ads on
numerous online sites, social media ads (for exarmplFacebook and Twitter), publication in a
national newspaper, and radio public service ancements, as well as a press release to reach
thousands of media contacts. All forms of the mednd response rates during each month of
advertising, will be analyzed to optimize the pengr to help ensure the effective dissemination

of information about the Individual Restitution Fluand the claims process.

2

Eric D. Green, as Special Master of the
Takata Restitution Funds

March 15, 2018
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Range of Projected Liability Estimates of Current and Future Claims
Valuation Based on Adjusted Historical Matrix Values

Ruptures Aggr essive Deployments Total % of
Scenario Counts Present Value Counts Present Value Counts Present Value Total Liability
(@) @) (€) @ [6) (6) ) ®
=)+(4 =(3)+(5)
-- Millions -- -- Millions -- -- Millions --

I. Scenario 1 *
Curren 23¢ $ 193.¢ 12 $ 10.7 251 $ 204.: 29%
Future 682 477.¢ 34 29.C 71€ 506.¢ 71%
Total 921 $ 671.0 46 $ 39.7 967 $ 710.7

I1. Scenario 2
Curren 24C $ 194.% 12 $ 10.€ 252 $ 205.1 27%
Future 752 524.¢ 38 31.¢ 79C 556.7 73%
Total 99z $ 719.2 50 $ 42.€ 1,042 $ 761.¢

I11. Scenario 3 3
Curren 25¢ $ 206.¢ 13 $ 114 26¢ $ 218.2 22%
Future 994 715.¢ 50 42.2 1,04¢ 758.( 78%
Total 1,24¢ $ 922.€ 63 $ 53.€ 1,312 $ 976.2

IV. Scenario 4 *
Curren 25¢ $ 234.¢ 13 $ 114 26¢ $ 246.° 21%
Future 994 867.¢ 50 42.2 1,044 910.( 79%
Total 1,24¢ $ 1,102.° 63 $ 53.€ 1,312 $ 1,156.

V. Scenario 5 °
Current 272 $ 250.5 27 $ 25.0 299 $ 275.5 19%
Future 1,205 1,053.0 121 105.3 1,326 1,158.3 81%
Total 1,477 $ 1,3035 148 $ 130.3 1,625 $ 14338

V1. Scenario 6 ©
Current 273 $ 251.5 27 $ 25.1 300 $ 276.6 18%
Future 1,335 1,164.6 134 116.5 1,469 1,281.1 82%
Total 1,608 $ 14161 161 $ 141.6 1,769 $ 1,557.7

Notes and Sour ces:

All forecasts follow Ankura model structure, estitimg ruptures by inflator type, age, and zone.
“Current liability” includes expected costs to ob& pending claims, as well as estimated futusémd with an accident date through 1Q2018.
The historical data on which the projection isdmgcludes pending filed/unfiled claims with amident year prior to 2017. 50% of unfiled claims
are assumed to be dismissed, based on reportedi¢astates. Pending claims with unknown allegegldyment defects are assumed to have the
same mix as the claims with a known deploymentaefegation.
Nominal values are inflated and discounted to geteepresent value estimates. The assumed infledierof 1.88 percent is calculated as the
difference between 10-year Constant Maturity Treasates and 10-year Constant Maturity Inflatioddmed Treasury rates, averaged over the
period 11/21/2016 - 11/20/2017. The assumed didaat@ of 2.67 percent is calculated using the @9 onstant Maturity Treasury rate,
averaged over the period 11/21/2016- 11/20/2017.
All scenarios include the following assumptions:
(a) Puerto Rico and the U.S. Virgin Islands arduided in Zone 0.
(b) National accident rates are applied, using 22045 GES and Polk data.
(c) Deployment rate calculations include all "Degpieent - Front" plus 50% of "Deployed - Combinati@mid 82% of "Deployed - Unknown
Location" counts, using 2013-2015 GES data.
Scenarios 1 - 6 have different assumptions abcanddnment rates, rupture rates, recall completitesrand valuation.
! Scenario 1 generates the lowest estimation of raptult is based on the following assumptions:
Abandonment rates: Abandonment rates are appligdaltiprm size (large/small).
Rupture rates: (a) differential DAB/PAB rates appléed for non-PSDI Small Platform; (b) tails okthates for PSDI Alphas are capped at historical
levels; (c) rates for Betas are assumed to grovemsiowly than has been observed historically.
Recall completion rates: increased assumed capsangpletion path are used.
Valuation: differential values are applied for DARd PAB claims.
Aggressive deployment claims are projected as 5#teofuptures based on historical patterns of claiith a severe injury.
2 Scenario 2 is the same as Scenario 1, except:
Abandonment rates: overall abandonment rates gleedp
3 Scenario 3 is the same as Scenario 1, except:
Rupture rates: rates for PSDI Betas are estimasedon the observed historical growth pattern.
Recall completion rates: assumed caps are estimated observed historical rates.
4 Scenario 4 is the same as Scenario 3, except:
Valuation: overall valuations are applied for rugtelaims, DAB valuations are applied for aggressieployment claims.
5 Scenario 5 is a higher estimate of ruptures. tigised on the following assumptions:
Abandonment rates: abandonment rates are applipthtigrm size (large/small).
Rupture rates: (a) overall rates are applied for-R8DI Small Platform; (b) Alpha tails are un-cagpie) rates for Betas are estimated based on the
observed historical growth pattern.
Recall completion rates: assumed caps are estimated observed historical rates.
Valuation: overall average valuations are applied.
Aggressive deployment claims are projected as 1D#teoruptures based on historical patterns fanweof all injury types.
% Scenario 6 is the highest estimate, and is the sanSzenario 5 except:
Abandonment rates: overall abandonment rates gieedp
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Proposed Points M atrix by Injury and Severity

Proposed Point *

Additional Factorsfor

Injury Level 3 (Mild) Level 2 (Moderate) Level 1 (Severe) Level 1/ Severelnjuries? Adjustment Point
(1) @) (€) 4 5) (6)
1. Fatdity 4,000 Prolonged suffering 1,500
Age under 25 3,000
Age between 25 and 39 2,000
Age 40to 59 1,000
Spouse/each dependent * 75
2. Permanent loss of vision - two eyes 4,000 Age under 25 500
Age between 25 and 49 250
Spouse/each dependent * 75
3. Permanent loss of vision - one eye 2,000 Age under 25 500
Age between 25 and 49 250
Spouse/each dependent * 75
4. Other eyeinjuries 100 400 1,000
5. Traumatic Brain Injury 250 750 2,000 Age under 25 500
Age between 25 and 49 250
Spouse/each dependent ® 75
6. Larynx/vocal cord injury 100 400 2,000 Age under 25 500
Adge between 25 and 49 250
Spouse/each dependent ® 75
7. Skull/dental/mandible fractures 100 350 1,600
8. Head/face/neck laceration, scars, burns, disfigurement 100 350 1,000
9. Facial nerve damage/paralysis 100 400 1,000 Age under 25 500
Age between 25 and 49 250
10. Neck/back injuries 10 350 2,000
11. Torso/limb laceration, scars, burns, disfigurement 20 100 275
12. Permanent hearing loss/impairment 100 500 1,500 Age under 25 500
Age between 25 and 49 250
Spouse/each dependent * 75
13. Hearing - non-permanent injuries 10 100 150
14. Other broken bones/fractures 40 150 600
15. Vascular complications 50 150
16. Internal injuries 50 250
17. Injury to pregnancy 50 500
18. Concussion 20 80
19. Minor bruising/None 10 25

Notes and Sour ces:

* Points assigned to each injury-severity level group are primarily based on historical average settlements. For the most severe injury

2 Age-specific and dependent-specific adjustments are applicable only to Level 1/Severe injuries.

3 The maximum aggregate adjustment for all dependents is 30 points, subject to Extraordinary Review.
“ Base value s assigned for claimants aged 60 or above.

5 Base valueis assigned for claimants aged 50 or above.

categories, points for additional case-specific factors (e.g., marital status, number of dependents) are based on areview of the
historical settlement data, other payment funds and judgment of the Special Master.



