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PACHULSKI STANG ZIEHL & JONES LLP

Jeffrey N. Pomerantz (CA Bar No. 143717) (admitted pro hac vice)
Ira D. Kharasch (CA Bar No. 109084) (admitted pro hac vice)
John A. Morris (NY Bar No. 266326) (admitted pro hac vice)
Gregory V. Demo (NY Bar No. 5371992) (admitted pro hac vice)
10100 Santa Monica Blvd., 13th Floor

Los Angeles, CA 90067

Telephone: (310) 277-6910

Facsimile: (310) 201-0760

HAYWARD PLLC

Melissa S. Hayward (TX Bar No. 24044908)
MHayward@HaywardFirm.com

Zachery Z. Annable (TX Bar No. 24053075)
ZAnnable@HaywardFirm.com

10501 N. Central Expy, Ste. 106

Dallas, TX 75231

Telephone: (972) 755-7100

Facsimile: (972) 755-7110

Counsel for the Debtor and Debtor-in-Possession
IN THE UNITED STATES BANKRUPTCY COURT

FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: Chapter 11

1
HIGHLAND CAPITAL MANAGEMENT, L.P., Case No. 19-34054-sgj11

Debtor.

HIGHLAND CAPITAL MANAGEMENT, L.P.,

Plaintiff, Adversary Proceeding No.

21-03000-5g;]
VS.

HIGHLAND CAPITAL MANAGEMENT FUND
ADVISORS, L.P., NEXPOINT ADVISORS, L.P.,
HIGHLAND INCOME FUND, NEXPOINT
STRATEGIC OPPORTUNITIES FUND,
NEXPOINT CAPITAL, INC., AND CLO
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! The Debtor’s last four digits of its taxpayer identification number are (6725). The headquarters and service
address for the above-captioned Debtor is 300 Crescent Court, Suite 700, Dallas, TX 75201.

1934054210126000000000008


¨1¤}HV5!:     (F«

1934054210126000000000008

Docket #0050  Date Filed: 1/26/2021


Case 21-03000-sgj Doc 50 Filed 01/26/21 Entered 01/26/21 09:39:10 Page 2 of 3

HOLDCO, LTD,,

Defendants.

NOTICE OF SETTLEMENT

PLEASE TAKE NOTICE that, on January 25, 2021, Highland Capital Management,
L.P. (the “Debtor”) and CLO Holdco, Ltd. (“CLO Holdco” and together with the Debtor, the
“Parties™), executed a Settlement Agreement (the “Agreement”), a true and correct copy of which
is attached hereto as Exhibit A. Pursuant to the terms of the Agreement, the parties agreed,
among other things, that (a) the Debtor shall dismiss with prejudice the claims asserted against
CLO Holdco in Adversary Proceeding No. 21-03000-sgj, and (b) CLO Holdco’s objections to
the confirmation of the Debtor’s Fifth Amended Plan of Reorganization of Highland Capital

Management, L.P. [Docket No. 1472] is resolved by the Agreement.

[Remainder of Page Intentionally Left Blank]
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Dated: January 26, 2021.

PACHULSKI STANG ZIEHL & JONES LLP KANE RUSSELL COLEMAN LOGAN PC

/sl Gregory V. Demo

Jeffrey N. Pomerantz (CA Bar No. 143717)
Ira D. Kharasch (CA Bar No. 109084)
John A. Morris (NY Bar No. 2405397)
Gregory V. Demo (NY Bar No. 5371992)
10100 Santa Monica Blvd., 13th Floor

Los Angeles, CA 90067
Telephone: (310) 277-6910
Facsimile: (310) 201-0760

E-mail: jpomerantz@pszjlaw.com
ikharasch@pszjlaw.com

jmorris@pszjlaw.com
gdemo@pszjlaw.com

-and-
HAYWARD PLLC

Melissa S. Hayward

Texas Bar No. 24044908
MHayward@HaywardFirm.com
Zachery Z. Annable

Texas Bar No. 24053075
ZAnnable@HaywardFirm.com
10501 N. Central Expy, Ste. 106
Dallas, Texas 75231

Tel: (972) 755-7100

Fax: (972) 755-7110

Counsel for the Debtor and
Debtor-in-Possession

/s/ John J. Kane

Joseph M. Coleman (TX Bar No. 04566100)

John J. Kane (TX Bar No. 24066794)

901 Main Street, Suite 5200

Dallas, TX 75202

Telephone: (214) 777-4200

Facsimile: (214) 777-4299

E-mail: jcoleman@krcl.com
jkane@krcl.com

Attorneys for CLO Holdco, Ltd.



Case 21-03000-sgj Doc 50-1 Filed 01/26/21 Entered 01/26/21 09:39:10 Page 1 of 5

EXHIBIT A
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Settlement Agreement

CLO Holdco, Ltd. / Highland Capital Management, L.P.
January 25, 2021

| Pending Disputes
a. Adv. Proc. No. 21-03000 against CLO Holdco, Ltd. and other defendants (the
“Adversary Proceeding”)
b. CLO Holdco, Ltd.’s (“CLO Holdco”) Plan Confirmation Objection (the
“Confirmation Objection”)

IIL. Elements of Disputes at Issue

a. CLO Holdco’s rights, if any, to remove the Debtor as manager or servicer under the
CLO Management Contracts' (i) for cause, and (ii) without cause.

b. Whether the Debtor can assume the CLO Management Contracts under 11 U.S.C.

§ 365 and whether there is adequate assurance of future performance under the Plan’

c.  Whether the Debtot’s Plan can enjoin CLO Holdco or otherwise affect CLO
Holdco’s rights under certain CLO Management Contracts, if any, assumed under
the Debtor’s Plan without CLO Holdco’s assent.

d. Whether CLO Holdco tortiously interfered with the Debtor.

. Whether CLO Holdco violated the automatic stay.

f.  Whether the Debtor is entitled to injunctive relief against CLO Holdco as a result of
its behavior and expressed intent to try to remove the Debtor as manager under
CLO Management Contracts, and other behavior.

g. Any other objections or disputes joined by or asserted by CLO Holdco in Docket
Nos. 1670 and 1675.

III.  Means of Resolving Pending Disputes
a. Agreement:
i. Gate Keeping — Good Faith under “For Cause” CL.O Management
Contracts
1. CLO Holdco and the Debtor would agree that before CLO Holdco

could either (1) direct any Issuer (as defined in the CLO Management
Contracts) to remove the Debtor as manager or servicer of any CLO
for “cause” or (2) otherwise act to seek to remove the Debtor as
manager or servicer of any CLO “for cause,” CLO Holdco would
first have to comply with the last paragraph Article IX.F of the Plan
(the “Gatekeeper Provision”) (regardless of whether the Plan is
confirmed by the Court or has become effective) and seek a
determination from the Bankruptcy Court that such claim for

! Undefined capitalized terms in this Term Sheet have the meaning ascribed to them by CLO Holdco in its Confirmation
Objection.

2 As used herein, the term “Plan” means the Fifth Amended and Restate Plan of Reorganization of Highland Capital
Management, L.P. (as modified) [Docket No. 1808] (the “Plan”)

DOCS_NY:42069.9 36027/002
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“cause” is colorable, which for this Agreement’ shall mean proving to
the Bankruptcy Court by a preponderance of the evidence that it has
a good faith basis to assert that “cause” exists for removal (such
colorable claim, a “Permitted Action”).

2. CLO Holdco and the Debtor agree that “cause” will have the
meaning given to it in the relevant CLO Management Contract;
provided, however, that none of the Debtor’s bankruptcy,
insolvency, ability to pay its debts when due, appointment of an
independent board while in bankruptcy, or appointment of a receiver
or trustee under the Plan, or removal of James Dondero or Mark
QOkada, will constitute “cause.”

a. CLO Holdco acknowledges that, at the time of this
Agreement, it is not aware of any "cause" for the removal of
the Debtor as manager under any applicable for cause CLO
Management Contract.

b. If CLO Holdco fails to satisfy its burden of proof and its
request for relief is denied, CLO Holdco shall be responsible
for the reasonable fees and expenses incurred by the Debtor
litigating the issue of whether the claim for “cause” was
colorable.

3. CLO Holdco shall not be responsible for costs or expenses incurred
by the Debtor in responding to reasonable discovery requests or
court-approved fact-finding inquiries, such as a 2004 examination,
prior to any motion by CLLO Holdco for relief to remove the Debtor
as manager or servicer. The Debtor reserves all rights to challenge
the reasonableness of CLO Holdco's requests and may seek relief in
the Bankruptey Court against CLO Holdco for unreasonable requests
that cause the Debtor to incur more than §10,000 in legal fees
responding to CLO Holdco’s requests during any rolling 12-month
period, and if the Bankruptcy Court determines that CL.O Holdco’s
requests have been unreasonable CLO Holdco will reimburse the
Debtor all fees and expenses incurred by the Debtor in excess of
$10,000 in responding to such discovery requests.

4. 1If the bankruptcy court determines that CLO Holdco has a Permitted
Action, then CLO Holdco may take all actions allowed under the
CLO Indentutes and/or CLO Management Contracts, if any, to
direct the respective Issuer to remove the Debtor as manager or
servicer; provided, however, that the Debtor reserves all rights related
to any actions taken by CLO Holdco under the CLO Indentures,
CLO Managements Contracts, or otherwise related to the removal or
attempted removal of the Debtor as manager or servicer.

? “Agreement” when used herein means this Settlement Agreement.

DOCS_NY:42069.9 36027/002
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5. The Debtor and CLO Holdco reserve all rights related to any
jurisdictional disputes that may arise during CLO Holdco’s efforts to
remove the Debtor as manager or servicer after obtaining relief from
the bankruptcy court to pursue removal.

6. The Debtor and CLO Holdco reserve all rights related to whether
CLO Holdco is an “Affiliate” of the Debtor under the CLO
Management Contracts.

ii. The No Cause Contracts’

1. The No Cause Contracts do not require preference shareholders to
establish cause for the removal of the Debtor as manager or servicer
of the applicable CLO. The Debtor and CLO Holdco agtee that
CLO Holdco shall not have to seek relief from the bankruptcy court
before seeking to remove the Debtor as manager or servicer of the
No Cause CLOs.

2. The Debtor will further agree to a stipulation in the Plan
Confirmation Order that expressly states that nothing in the Plan or
Confirmation Order shall be interpreted in a manner to enjoin CLO
Holdco or otherwise limit its rights to direct the Issuer to remove the
Debtor as manager or servicer under any assumed CLO Management
Contract, other than CLO Holdco’s agreement to the Gatekeeper
Provision as discussed above, which Gatekeeper Provision shall not
apply to CLO Holdco’s right to direct the Issuer to remove the
Debtor as manager under the No Cause Contracts.

iii. The Adversary Proceeding:

1. The Debtor will dismiss the claims it asserted against CL.O Holdco in
the Adversary Proceeding with prejudice. CLLO Holdco will provide
the Debtor with a release of any claims that CLO Holdco could have
brought against the Debtor in the adversary proceeding, including,
without limitation, any claims relating to the Debtor’s management of
the CLOs up to the date of this Agreement.

iv. The Plan Confirmation Objection:
1. CLO Holdco will announce or otherwise stipulate that its Plan
Confirmation Objection is resolved by this Agreement.
b. Plan Provisions

i. Notwithstanding anything herein to the contrary, if the Plan is confirmed,
CLO Holdco will be subject to and bound by the Plan in all respects,
including, without limitation, with respect to the Gatekeeper Provision and
that, except as expressly set forth herein, nothing in this Agreement will
waive any rights or obligations under the Plan or otherwise limit the
applicability of the Plan to CLO Holdco. For the avoidance of doubt, the
Gatekeeper Provision in the confirmed Plan will not apply to CLO Holdco’s
right to direct the Issuer to remove the Debtor as manager under the No

1 Liberty, Gleneagles, Highland Legacy, Jasper, Southfork, and Valhalla are collectively referred to as the “No Cause
CLOs”

DOCS_NY:42069.9 36027/002
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Cause Contracts but will apply to any claims or causes of action brought by
CLO Holdco against the Debtor under both the No Cause Contracts and the
“for cause” CLO Management Contracts..

c. Representations and Warranties

i

CLO Holdco represents and warrants that it has full authority to enter into
this Agreement and has not sold, transferred, or assigned any claims held by
CLO Holdco that could have been asserted in the Adversary Proceeding to
any other person or entity.

CLO Holdco represents and warrants that the removal or resignation of
Grant Scott as Director or Trustee of CLO Holdco shall have no effect on
the enforceability of this Agreement.

d. Binding Nature of Agreement:

i

DOCS_NY:42069.9 36027/002

CLO Holdco and the Debtor will be bound by the Agreement upon
execution.

Each of the Debtor and CLLO Holdco agtee that they will file this Agreement
with the Bankruptcy Court and, if required by the Bankruptcy Court, will
cooperate to take any and all actions reasonably necessary to assist the
Debtor in obtaining approval of the Agreement. This Agreement will be null
and void if the Bankruptcy Coutt requires that the Debtor file a motion
secking approval of this Agreement and if, for any reason other than CLO
Holdco’s failure to take any and all actions necessary to assist the Debtor in
obtaining approval of the Agreement, the Bankruptcy Court does not
approve this Agreement.

This Agreement constitutes the entire agreement by and between the patties,
and any other prior representations or agreements are deemed merged
herein, and those not specified herein do not represent any agreements or
promises or covenants or representations on the part of either party hereto.

CLO HOLDCO,

Grant Scgty, CLO Holdco, Ltd.

HIGHLAND CAPITAL MANAGEMENT, L.P.

By:

James P. Seety, Jr., Chief Executive Officer/Chief
Restructuring Officer.
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