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To the Honorable Commissioner of Patents and Trademarks: Please record the attached original documents or copy thereof.
1. Name of conveying party(ies). 2. Name and address of receiving party(ies)
Ment Behaw?ral Care Corp(.mmon. Name:;__JPMorgan Chase Bank (f/k/a The Chase
6950 Columbia Gateway Drve, Suite 400 Internal Manhattan Bank), as Collateral Agent
Columbia, MD 21046 Address:
(@ Individual(s) [k Association
. . . Street Address:_270 Park A
(k General Partnership Q Limited Partnership ArkAvenue
% Corporation-State City:_New York State:_NY Zip:_10017
G Other [} Individual(s) citizenship
[k Association
Additional f i i ttached?
itional name(s) of conveying party(ies) attacl QYes % No g General Partnership,
3. Nature of conveyance: % Limited Partnership
[k Assignment Gk Merger iy Corporation-State /U "I
¥ Security Agreement [k Change of Name [k Other
If assignee is not domiciled in the United States, a domestic
% Other representative designation is attached: Gl ves Tk No
. Y {Designations must be a separate document from assignment}
Execution Date: “/12/1998 Additional name(s) & address( es) attached? % Yes % No

4. Application number(s} or registration number(s):

A. Trademark Application No.(s}) B. Trademark Registration No.(s)

SEFE, ATTACHED ISCHEDULE(S)
Additional number(s) attached ﬁ Yes %No

5. Name and address of party to whom correspondence 6. Total number of applications and
concerning document should be mailed: registrations involved: ...................o
Name: Penelope Agodoa
.y
7. Total fee (37 CFR3.41)....cvovvveenn. 7 N

Internal Address:_Federal Research Corporation
[k Enclosed

[ Authorized to be charged to deposit aceount

Strest Address: 1030 15th Street, NW 8. Deposit account number:

Suite 920

City: Washington __ State:_DC Zip: 20005 (Attach duplicate copy of this page if paying by deposit aceount)

DO NOT USE THIS SPACE

9. Statement and signature.
To the best of my knowledge and belief, the foregoing information is true and correct and any attached copy is a true

copy of the original document. ) }/}’
' \) 12/17/2002
. Date

‘ 1

Erin Becker

Name of Person Signing Signature

Total number of pages including covar sheet, atlachments, and document

Maikdocuments to be recorded with required cover sheet information to:
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SECURITY AGREEMENT dated ¢ of February 12, 1998,
among MAGELLAN HEALTH SERVICES, INC., a Delaware
corporation (the “Paorent Borrower™), each subsidiary of the Parant
Borrower listed on Schedule I hereto (each such subsidiary individually &
“Guarantor” md collectively, the “Guarentors™ the Guarantore and the
Parent Borrower are referred to collectively herein a8 the “Grantors™) and
THE CHASE MANHATTAN BANK, 2 New York banking corporatlon
(“Chase™), ss collateral agent (in such capacity, the “Collateral Agent™)
for the Secured Parties (a5 defined harein).

Referencc is made to (a) the Credit Agrecment dated as of February 12, 1993 (as
amended, supplemented or otherwise modified from time to time, the “Credir Agreemenr™), smong

- the Parent Borrower, Charter Behavioral Health System of New Mexico, Inc., 8 New Mexico

corporation, Merit Behavioral Care Corporation, a Delaware corporation, and the other subsidiary
borrower(s) from time to time that become 2 party thereto (the “Subsidiary Borrowers™, and
collectively with the Parent Barrower, the “Borrowers™), the lenders from time to time party
thercto (the “Lenders"), Chase, as administrative agent for the Lenders and Collsteral Agent and
as an issuing bank (in such capacity, an “Issuing Bank™), First Union National Bank, a narional
banking association, a9 syndication agent for the Landers and as an issuing bank (in suck capaciry,
an “Jssuing Bank”), and Credit Lyonnais New York Branch, a licensed branch of a bank organized
and existing under the laws of the Republic of France, as documentation agent for the Lenders and
a5 an issuing bank (i such capacity, an “ssuing Bank™, and together with Chase and First Union
Nationsl Bank, each in its capacity as an [ssuing Bank, the “Jssuing Banks™), and (b) the
Guarantee Agresment dated as of February 12, 1998 (as amended, supplemented or otherwise
medified from time to time, the “Guarantee Agreerienr™), among the Guarantars and the
Collateral Agent.

The Lenders have sgreed to make Loans to the Borrowers, and the Issuing Banks
have agreed {o issue Letters of Credit for the acconnt of the Borrowers, pursuant to, and upon the
terts and subject to the conditions specificd in, the Credit Agreoment. The Borrowers have
agreed that the Loans and the other Obligatons (as defined below) shall be joint and several
obligations of the Borrowers pursuant to the Credit Agrcement. Each of the Guarantors hes agreed
to guarantez, smong other things, all the obligations of the Borrowers under the Credit Agreement.
The obligations of the Lenders to make Loans snd of the Issuing Banke to issue Letters of Credit
are conditioned upon, among other things, the execution and delivery by the Grantors of an

- agreement in the form hereof] to secure (8) the du¢ and punctual payment of (i) the principal of
and premium, if any, and interest (including intarest saseruing during the pendency of any
bankruptey, insolvency, reccivership or other similar proceeding, regardless of whether altowed or
allowable in such proceeding) on the Loans, when and as due, whether at maturity, by
acceleration, upon ane or more dates s for prepayment or otherwise, (ii) cach payment required
16 be made by any Borcower under the Credit Agreement in respect of any Letter of Credit, when
and a2 dus, including payments in respect of reimbursement of disbursements, interest thereon and
obligations to provide cash ¢ollateral and (jii) all other monetary obligations, including fe?s. costs,
expenses and indemnities, whetber primary, secondary, direct, contingent, fixed or otherwise
(including monetary obligations incurred during the pendency of any bankruptey, insoivency,
receivership or other similer proceeding, regardless of whether allowed or allewable in cuch
proceeding), of any Borrower o the Secured Parties under the Credit Agreement and the t'sthc'r
Loan Documents, (b) the due and punctual performance of all covenants, agreemeats, obligations

IMYCORPS 13907315, 7 (WPC32:02/22/9¢--1: 420}
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and liabilities of the Borrowers under or pursuant to the Credit Agreement and the other Loan
Documents, (¢) the due and punctual paymeant and performance of all the covenants, sgreements,
obligations and lisbilities of esch Loan Party under or pursuant to this Agreement and the other
Loan Documents and (d) the due and puncrual pxyment and performance of all obligations of the
Borrowers under each Interest Rate Prowstion Agreetnent catered into with any counterparty that
was a Lender at the time such Interest Rate Protection Agreement was entered into (all the
mounetary and other obligations deseribed in the preceding clauses (a) through (d) being
collectively cailed the “Obligarions™).

F Accordinply, the Grantors and the Collateral Agent, on behalf of itself and each
Secured Party (and each of their respective successors or sssigns), hereby sgree as follows:

ARTICLE
Definldions

SECTION 1.01. Definition of Terms Used Herein. Unless the context otherwise
requires, all capitalized terms vsed but not defined herein shall have the meamings set forth in the
Credit Agreement.

SECTION 1.02. Definirion of Certain Terms Used Herein. As used herein, the
following terms shall have the following memings:

“Account Debtor’ shalt mean gny person who Is or who may become obligated to
any Grantor under, with regpect 1o or on account of an Accommt.

“Accownts” shall mean sny and all right, title and interest of any Grantor 10
payment for goods and services sold or leased, including any such right evidenced by chattsl
paper, whether due or to beoome due, whether or not it has been eamed by performance, and
whether now or bereafter scquired or arising in the fuwre, including accounts reccivable from any
other Grantor or any Affiliate of any Grantor.

“Accounts Receivable™ shall mean all Accounts and all right, title and intcrest in
- any returned goods, together with all rights, titles, securities sd guaraniees with respect thercto,
including any rights te stoppage in wansit, replevin, reclamation and resules, and all related
security interests, licas and pledges, whether voluntary of involunrary, in cach case whether now
existing or owned or hereafter arising or scquired.

“Collareral” shall mean all (a) Accounts Receivable, (b) Decyments,
(¢) Equipment, (d) General Intangibles, (¢) Inventory, ({) Investuent Property and (g)Proweds
The term “Collateral” shall not inelude any of the above itemns that are subject to restrictions as to

the granting of liens thereon or assignments thereof pursuant to agroements described on Schedule
VI

INYEORP) 1507325 .7 : WPC22102/12 /90 -~ 1141a)
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“Commodity Account” shall mean an account maintained by 3 Commodity
Intermediary in which a Commodity Contract is carried out for 8 Commodity Customer.

“Commodity Conrract” shall mean 8 cotomodity futures contract, sn option on a
commoadity futures contract, 8 commodity option or any other contract that, in each case, is (2)
traded on or subject to the rules of a board of trade that has been designated as a contract market
for such a contract pursuans to the federal commoditics laws or (b) traded on a foreign commaodity

board of trade, exchange or market, and is carried on the books of ¥ Commodity Intermediary for a
Commodity Customer.

“Commodity Customer” shall mean a person for whom a Commodity
Intermediary carries & Commodity Conteact on its books.

“Commodiry Inrermediary” shall mean (2) 2 person who is registered 1< a futures
commission merchant under the federal commodities Iaws or (b) a persan who in the ordinary
course of its business provides clearmce or settlement services for a board of trade that has been
designated as a contract market pursuant to federal commodities laws.

“Copyright License” shall mean any written agrocment, now or horeafter in
effect, granting any right to any third party under any Copyright now or hercafter owned by any
Grantor or which such Grantor otherwise has the right to license, or granting any right to such
Grantor under any Copyright now or hereafter owned by any third party, snd all rights of such
Grantor under any such agresment.

“Copyrights” shall mean 911 of the following now owned or hercafter acquired by
any Grantor: (s) all copyright rights in any work subject to the copyright laws of the United States
or any other country, whether as author, assignee, wansferec or otherwise, and (b) all registrations
and spplications for registration of any such copyright in the United States or sny other country,
including registrations, recordings, supplemental registrations snd pending applications for
registration in the United States Copyright Office.

“Credir Agreemant” shall have the meaning assigned to such term in the
preliminary statement of this Agresment,

- “Documents” shall mean all instruments, files, records, ledger sheets md
documents covering or relating 1o any of the Collateral.

“Equipment” shall mean sll equipment, furnitore and furnishings, and all tangible
personal property similat to any of the foregoing, including tools, parts and supplics of every kind
and description, and all improvements, accessions or appurtenances thereto, that are now or
hereafter owned by any Grantor. The term “Equipment” shall not inelude items that are or are to
becorne Fixtures. For purpases of Article [I] and [V herein and Section 3.19 of the Credit
Agreement only, “Equipment” shall not include sy Equipment the title to which, or any lien on
which, is roquired to be registered pursusnt to state or federal title or lien registracion stamutes,
other than the Uniform Commercial Code.

(NTOMRPY 1607515 . 7 1WPCA2: 03/12/98--1:41a)
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“Financial Asser” shall mean, cxcept as otherwise provided in Section 8-103 of
the Uniform Commercial Code, (8) a Security, (b) an obligation of a person or a share,
participation or other interest in 8 person or in property or an enterprise of a person, which is, oris
of a type, dealt in or traded on financial markets, o which is recognired in any area in which it i3
iscusd or dealt in 38 A medium for investment or (¢) any property that is held by a Securities
Iatarmediary for sother person in a Securitics Account if the Securities Intermediary has
expressly agreed with the other person that the property is to be weared as 8 Financial Asset under
Article 8 of the Uniform Commercial Code. As the context requires, the tsom Financial Asset
shall mean elther the interest itself or the means by which 8 person's claim to it is cvidenced,

including a certificated or uncertificated Sccurity, a certificate representing a Security or @
Security Entitlement.

“Fictures” shall mean all items of Equipment, whether now owned or hereafter
acquired, of any Grantor that become o related to particular rest estate that an interest in them
arises under any resl estate law applicable thereto.

. “General Intangibles” shall mean all assignable choses in action and canses of
action and all other sgsignable intangible personal property of any Graator of ¢very kind and
nature (other than Accourits Receivable) now owned or heeeafter scquired by sny Grantor,
including corporate or other business records, indemnification claims, contract tights (including
rights under leases, whether entered into as Jessor or lessee, Interest Rate Protaction Agreements
and other sgreements), Intellectunl Propesty. goodwill, rogistrations, franchises, tax refund claims
and any letter of credit, guarantes, claim, security intesest or other security held by or granted v
my Grantor to secure payment by an Account Debtor of any of the Accounts Receivable.

“prellectual Property” shall mean all intellectual amd similar property of any
Grantor of every kind and nature now owned or heteafter scquired by any Grantor, including
inventions, designs, Patents, Copyrights, Licenses, Trademarks, trade secrets, confidential or
proprictary technical and business information, know-haw, show-how or other data of
information, software and datsbases and all embodiments or fixaticns thersof and related
documentation, registrations and franchises, and oli sdditions, improvernents and accessions to,
and books and records describing or used in copnection with, any of the foregoing,

“Inventory” shall mean 41} goods of any Grantor, whether now owned or hereaftet
acquired, held for sale of lease, or furnished of to be furnished by any Grantor under contracts of
service, of consumed in any Grantor's business, inchuding raw materials, intermediates, work in
process, packaging materials, finished goods, gemi-fimished inventory, scrap inventory,
manufachuring sugplies and spare parts, and all such goods that have been rerurned to ot
repossessed by or on behalf of any Grauior.

“Investment Property” shall mean all sssignable Securitios (whether certificated
or uncertificatad), Security Entitlements, Securities Accounts, Commodity Contracts and

provided, however. that for purposes of this Agrecment, the term “Investment .Pmpeny" shall not
be deemed lo mean or inelude (1) the capitsl stock of any Subsidiary obtained in the futur? by any
Grantor that is either (i) & wholly-owned Domestic Subsidixry that is not a Quarantor and is aot

[FYOORES s 507515 .7 W03 :02/12/98--1c430)
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required to be a Guarantor pursuani to Section 5.11 of the Credjt Agreement or (If) 3 Specified
Entity, (b) more than 65% of the igsued and outstanding shares of stock of any Forelgn Subsidiary,
(¢) any of the issued and outstanding shares of stock of Soclete Anoayme de 12 Metalrie, or (d) 10

the extent that applicable law requires thet a Subsidiary of ny Grantor issue directors’ qualifying
shares, such qualifying shares.

“Licehse” shall mean any Patent License, Trademark License, Copyright License
or other similar license or sublicense in respect of Intellectual Property to which any Grantor is a
party and which is material to the conducy of its business, including those listed on Schedule [11
F (other than those license agreements which by their terms or by law prohibit assignment or a grant
of a sacuriry interest by such Grantor as licensee thereunder).

“Obligarions” shall have the meaning assigned to such term in the preliminary
statement of this Agreement,

“Parent License’ shall mesn any wtitten agreement, now of hereafder in cffect,
granting to any third party any right to make, use or sell any Invention on which & Patenr, now or
hereafter owned by any Grantor or which any Grantor otherwise bas the right o license, is in
exigtence, or granting to any Grantoe any right to make, use or sell any invention on which a
Patent, now or hereafter owned by any third party, is in existence, and all rights of any Grantor
under any gsuch agreement

“Patents” shall mean all of the following now owned or hereafter acquired by any
Grantor: (a) all Ietters patent of the United States or any other country, all regisurations and
recordings thereof, and all applications for letters patent of the United States or any other country,
including registracions, recordings and pending applications in the United States Patent and
Trademark Office or any similar offices in any otlhier country, including those listed on Schedule
IV, and (b} all reissues, continuations, divisions, continuations-in-part, renewals or extensions
thereof, and the inventions disclosed or elaimed therein, including the right to make, use and/or
sell the inventions disclosded or claimed therein.

“Parfecrion Certificate” shall mean a certificste substantisily in the form of
Annex | hereto, completad and supplemented with the schedules and attachments contemplated
thereby, and duly executed by a Flnancial Officer of the Parent Borrower.

“Proceeds” shall memn any cash, cash accounts or other consideration reccived
from the sale, exchangs, license, lease or other disposition of any assct or property that constitutes
Cotlateral, any, value received as a consequense of the possession of amy Collatersl and any
payment received from any insurer of other person of entity as a result of the destruction, loss,
theft, damage or other involuntary conversion of whatever nature of any asset or propesty which
constitutes Collateral, and shall include to the extent assignable, (a) sl cash and negotiable
instruments received by or held on behalf of the Collateral Agent pursuant to cash sccounts,
coneenrration accounts or disbryement accounts referred to in Section 5.12 of the Credit
Agreement, (b) sny claim of any Grantor against any third party for (and the right to sue and
recover for and the rights to damages or profits duc or accraed atising out of or in connection
with) (i) past, present or future infringement of any Patent now or hereafier owned by any Grantor,

DIAORYY 507319, 7-WPCE2103/133/P8 =1 141m]
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or licensed under a Patent License, (ii) past, present or future infringement or dilution of ay
Trademark now or hereafter owned by any Grantor or licensed under a Trademark License or
injury to the goodwill associaed with or symbolized by any Trademark now or hereafter ownad
by any Grantor, (iii) past, present or future breach of any License and (iv) past, present or future
infringement of any Copyright now or hereaftar owned by any Grantor or licensed under a

Copyright Litense and (c) any and all other amounts from time to time paid or payable under or in
connection with any of the Collateral.

“Secured Parties” shall mean (a) the Landers, (b) the Administrative Agent,
(¢) the Collatersl Agent, (d) the Issuing Banks, (¢) each countsrparty to an Interest Rave Protection
Agreement entered into with a Borrower if such counterparty was a Lender at the time the [nterest
Rate Protection Apreement was entered into, (f) the beneficiarios of each indemnification
obligation undertaken by any Grantor under any Loan Document and (g) the successors and
assignyg of each of the foregoing.

“Securiries” ghall mean, except as otherwise provided in Section 8-103 of the
Usiform Commoercial Code, any obligations of an issuer or any shares, participadons or other
interests in an issuer or in property or an enterprise of an iséuer which (a) are represented by s
certificate representing a yecurity in bearer or registered form, or the transfer of which may be
registered upon books msintained for that purpose by or on behalf of the issuer, () are one of a
class or serieg or by its terms is divisible into a class or series of shates, participations, interests or
obligations and (c)(i) are, or are of 4 type, dealt in or traded on sacurities exchanges or securities
markets or (it) are a medium for investment and by their terms expressky provide that they are a
security govemed by Article 8 of the Uniform Commercial Code.

“Securities Accouny” shall mean an sccount to which a Financial Agsct is or may
be credited in accordance with an agrecment under which the person maintaining the account
undertakes to treat the person for whom the account is maingained us entitled to exercise rights
that comprise the Financial Asset.

“Sccurity Enritlements” shsll mesn the rights aad property interests of an
Entitlement Holder with respect 10 8 Financial Asset specified in Part § of Ardcle 8 of the Uniform
Commercial Code.

“Security Interest” shall have the mesning assigned to such term in Section 2.01.

“Security Intermediary” shall mean (8) a clearing corporation or (b) a person,
ineluding x bank or brokez, that in the ordinary soures of its business maintains securities sccounts
for others and is acting in that capscity.

“Significans Equipmenr” shall mean an item or pieco of Equipment or a related
group of items or picces of Equipment with an aggrogate fair market value of more than $200,000.

“Trademark License” shall toean any written agreemeat, now or hereafter in
effeet, granting to any third pasty any right to use eny Trademark now or hereafter owned by any
Grantor or which any Grantor otherwise has the right to license, or granting to any Granter any

{NYCORD)I rFA7ELE 7 1 HPERS 02/12/90--1: 42a]
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right to use any Trademark now or hercafier owned by any third party, and all rights of any
Grantor nnder any such agreement.

“Trademarks™ shall mesn all of the following now owned or heresfter pequired by
any Grantor: (a) all wademarks, service marks, rade names, corporsts names, company names,
business names, fictitious business names, trade styles, trade dress, logos, other source or business
identifiers, designs and genesal intangibles of like nature, now existing or hereafier sdopted or
acquired, all registrations and recordings thereof, and all registeation and recording spplications
filed in connection therewith, including registrations and registration applications in the United
Stares Patent and Trademark Office, any State of the United States or any similar offices ip any
other country or any political subdivision thereof, and all extensions or renewals thereof,
tncluding those listed on Schedule V, (b) all goodwill associated therewith or symbolized thereby
end (c) all other assets, rights and interests that uniquely reflect or embody such goodwill,

SECTION L.03. Ruldes of Inrerpretarion. The rules of interpretation specified in
Section 1.02 of the Credit Agrecment shall be applicable to this Agreement.

, ARTICLEII
Security Interest

SECTION 2.01. Securiry Interest. As security for the payment or performance, as
the case may be, in full of the Obligations, cach Grantor hereby bargains, sells, conveys, sssigns,
gots over, mortgages, pledges, hypothecates and trancfers to tho Collatersl Agent, its successors
and assigns, for the ratable benefit of the Secured Perties, and hereby grants to the Collateral
Agent, its successors and ussigns, for the ratable benefit of the Secured Parties, a security intcrest
in, all of such Grantor's right, title and interest in, to and under the Collateral (the “Security Inrer-
est”). Without limiting the foregoing, the Collateral Agent is hereby suthorized to file one or
more financing statements, continuation statements;, filings with the United States Patent and
Trademark Office or United Starcs Copyright Office (or any successor office or sny similar office
in any other country) or other documents for the purpose of perfecting, confirming, continuing,
enforcing or protecting the Security Interest granted by ¢ach Grantor, without the signature of any
Grantor, and naming any Grantor or the Grantors a3 debtors and the Collatersl Agent as secured
party.

SECTION 2.02. No Assumption ¢of Liability. The Security Interest is granted as
scourity only and shall not subjeet the Collateral Agent or any othar Secured Party to, or in any
way alter or modify, sny obligation or liability of sy Grantor with respect to or arising out of the
Collateral,

(FYOORPI s 50718 . T (WPCI102/13 /98- +1:41N)
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8

ARTICLE Il
Representations ond Warranties

The Grantors jointly and severally represent and warrant to the Collatera] Agenl
and the Securad Parties that:

SECTION 3.01. Tirle and Awthority. Each Granvor has good and valid rights in
and title to the Collateral with respect to which it has purported to grant a Security Interest
hercunder and has full power and authority w grant to the Collateral Agent the Seowrity Interest in
such Collateral pursuant hereto aud to excoute, deliver and perform its obligations in se¢ordance
with the terms of this Agreement, without the consent or approval of any other person other than
any consent or approval which has been obtained except that (1) certsin waivers and consents of
other persons may be requited by contract or by law to make effeetive grants pursuant to Section
6.03, and (ii) assignments of Accounts Receivable arising under the Medicare and Medicaid
programs and the exercise of certain remedies with respeet to such Accounts Recejvable are

subject to restrictions and limitations under 42 U.S.C. §1395g(c), 42 U.S.C. §1395 u(b)6) and
42 U.S.C. 81396a(a)(32).

SECTION 3.02. Flfings. (a) The Perfection Certificare has been duly prepared.
completed and executed and the information set forth thersin is correct and complete in all
material respects. Fully executed Uniform Commeroial Code financing statements, a9 applicable,
containing a description of the Collateral have been delivered 1o the Collateral Agent for filing in
snch governmental, municipal or other office specified in Schedule 5 to the Perfection Certificate,
which are all the filings (other than filings required vo be made in the United States Patent and
Trademark Office and the United Swates Copyright Office in order to perfect the Security Interest
in Collateral conslsting of Unired States Patents, Trademarks and Copyrights) that are necessary to
publish notice of and protect the validity of and to cstablish a Iegal, valid and perfected security
interest in favor of the Collareral Agent (for the benefit of the Secured Partics) in respest of all
Collateral in which the Security Interest may be perfected by filing Uniform Commercial Code
financing statements in any State of the United States (or any political subdivision thercof) and its
territories and possessions, and no Further or subsequent filing, reflling, recordiog, terccording,
registration or reregistration is necessary in any such jurisdiction with respect to such Collateral,
except as provided under applicable law with respect to the filing of continuation siatcments or
with respect to obligations owing by sny Governmental Authortty.

(b) Each Grantor shall ensure that fully excouted sccurity agreements in the form
hereof and contsining a description of all Coliateral consisting of Intellectual Proporty slu.ll,
promptly after raquest therefor by the Collateral Agent, be submitted for filing or mgimuo!a 1
applicsble, with the United States Pstent and Trademark Office and the United States Cc:pynght
Office pursuant to 35 U.5.C. § 261, 15US.C. § 1060 or 17 U.S.C. § 205 and the regulations
thereunder, as applicable, and otherwise &3 may be required pursuant to the Jaws of any other
necessary jurisdiction, to protect the validity of and to estsblish a legal, valid snd per!bcted ‘
security interest in favor of the Collatersl Agent (for the ratable benefit of the Secured Pam_es) in
respect of all Collateral consisting of Patents, Trademarks and Copyrights in which a security
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interest may be perfected by filing, reeording or registration in the United States (or any political
subdivision thercof) and its tertitories and possessions, or in any other necessary jurisdiction.

SECTION 3.03. Validity of Security Interest. The Security Intesest constitutes (a)
a legal and valid security interest in all the Collataral securing the payment and performance of the
Obligations, (b) subject to the filings described in Section 3.02 above, a perfected security interest
in all Collateral in which a security interest may be perfected by filing a Uniform Commercial
Code financing statement in any State of the United States (or any political subdivision thereof)
and its territories and posssssions pursuant 1o the Uniform Commercial Code or other applicable
law in such jurisdiedlons and (c) a scourity interest that shall be perfected in all Collateral in which
a security interest may be perfected upon the rsceipt and recording, filing or registration, a2
applicable, of this Agreement with the United States Patent and Trademark Office and the United
States Copyright Office, as applicable. The Security Interest is and shall be prior to any other Lion
on eny of the Collateral, other than Licny expressly permitted to be prior to the Security Interest
pursusnt to Section 6.02 of the Credit Agreement,

SECTION 3.04. Absence of Other Liens, The Collateral is ownad by the Grantors
free and clear of any Lien, except for Liens expreesly pormitted pursuant w Section 6.02 of the
Credit Agreement. The Grantor has not filed or consented to the filing of (s) any financing
statement or analogous document under the Uniform Commercial Code or any other applicable
lawg covering any Collateral, (b) any sgreement in which sny Grantor pledges any Collateral or
any security agreement or similar instrument covering any Collateral with the United States Patemt
and Trademark Office or the United States Copyright Office or (¢) any agrecment in which any
Grantor pledges any Collateral or any security sgreement or similar instrument covering any
Collateral with any foreign govermmental, municipal or other office, which financing statement or
snalogous document is still in effect, except, in ¢ach case, for Liens cxpressly permittod pursuent
to Section 6.02 of the Credit Agreement.

ARTICLE IV
Covenants

SECTION 4.01. Change af Name; Location of Collateral; Place of
Business. (a) Each Grantor agrees promptly to notify (but in no cvent lster than three months
after the occurrence of any such change) the Collateral Agent in writing of any change (i) in its
corporaic name or in any trade name used to identify it in the conduct of its busincss or in the
ownership of its properties, (ii) in the location of itk chief executive office, its principsl place of
business or any office or facility at which any Significant Equipment owned by it is located
(including the establishment of any such new office or facility) unless Equipment located at such
office or facility has alresdy been the subject of all required filings under the Uniform Commercial
Code, (jii) in ite identity or corporste structure or (iv) in lts Federal Taxpayer Identification
Number. Each Grantor agrees that following any such change refcrred to in the preceding
sentence to make all filings under the Uniform Commercial Code or otherwise that are required in
order for the Collateral Agent to continus following such change to have a valid, legal and
perfected fivst priority security inserest in all Collaters] with the same priority as existed prier to
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such change. Each Grantor agrees promptly to notify the Collateral Agent if any mateyial portion
of the Collateral owned or held by such Grantor is damaged or destroyed.

(b) Each Grantor agrecs to maintain, at its own cost and expense, such complote
and accurate records with respect to the Collateral ovwned by it as is consistent with its current
practices and in accordance with such prudent and standard practices used in industries that arc the
same as or similar to those in which such Grantor is engsged, but in any event to include eomplete
accounting records indicating all payments and proceeds received with respect to any part of the
Collateral, and, at such time or times 33 the Collateral Agent may reasonably request, promptly o
prepare and deliver o the Collateral Agent a duly certified schedule or schedules in form and

detail reasonably satisfactory to the Collateral Agent showing the identity, amount and location of
any and all Collsteral,

SECTION 4.02. Periodic Certification. Each year, st the time of delivery of
annual financial statctaents with respect to the preceding fiscsl year pursuant to Section 5.04 of
the Credit Agreement, the Parent Borrower shall deliver to the Collsteral Agent revised Schedules
1 and 2 to the Perfection Certificate or a certificate confirming thet there has been no change in the
information affecting the Collateral Agent's priogity or perfection with respect o the Collateral in
such Schedules | and 2 since the date of the most recent revision to Schedules 1 and 2.

SECTION 4.03. Prorection of Security. Each Grantor shall, at its own cost and
expense, take any and all actions necassary to defend title to the Collateral against all persons and
10 defend the Security Interest of the Collateral Agent in the Collateral and the priority thereof
against any Lien not expressly permitted pursuant to Section 6.02 of the Credit Agroement.

SECTION 4.04. Further Assurances. Esch Grantor agrees, ar ite own expense, to
execute, acknowledge, deliver and causs to be duly filed all such further instruments and
documents and take all such actions as the Collateral Agent may from tHme to time reasonably
request 1o better assure, preserve, protect and perfect the Security Interest and the rights and
remedies created hereby, including the payment of any fees and taxes required in connection with
the execution and delivery of this Agreement, the granting of the Security interest and the filing of
any financing statements or other docwmnents in connection herewith or therewith.

Without limiting the generality of the foregoing, each Grantor hereby authorizes
the Collateral Agent, with prompt notice thereof to the Grantors, to supplement this Agreement by
supplementing Schedule IT, 1M, IV or V hereto or adding additdonal schedules hereto to
specifically identify any assct or item that may constitute Copyrights, Licenscs, Patents or
Trademarks; provided, however, that any Grantor shall have the right, excreisable withia 10 days
after it has been notified by the Collateral Agent of the specific identification of such Collaterai, to
advise the Collateral Agent in writing of any inaccuracy of the representations and warrmties
made by such Grantor hereunder with respect to such Collateral. Bach Grantor sgrees that it will
use itg best efforts to take such action as shall be necessary in order that all representations and
warrantes hereunder shall be true and correct with respect to such Collateral within 30 days after
the datc it has been notified by the Collateral Agent of the specific identification of such
Collateral.
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SECTION 4,05, Inspection and Verification. Subject to the provisions of Section
5.07 of the Credit Agreement, the Collateral Agent and such persons ag the Collateral Agent may
teasonably designate shell have the right, at the Grantors’ own cost and expense, to inspect the
Collateral, all records relsted thereto (ad to make extracts and coples from such records) and the
premises upon which any of the Collareral is located, o discuss the Grantors' affairs with the
officers of the Grantors and their independent accountants and to verify under reasonable
procedures the validity, amown, quality, quantity, velue, condition and status of, or any other
matter rélating to, the Collatera), including, in the case of Accounts or Collateral in the possession
of any third pcrson, by contacting Account Debtors or the third person posscssing such Collateral
for the putpose of making such a verification. The Collateral Agent shall have the absolute right
to chare any informatien it gains from such inepeetion or verification with any Secured Party (it
being understood that any such information shall be deemed to be “Information” subject 1o the

provisions of Section 9,16 of the Credit Agreement and shail bs subject to the requirementy set
forth therein).

SECTION 4.06. Taxes; Encumbrances. Atits option, the Collawcral Agent may
discharge past due taxes, assessments, charges, fees, Liens, security interests or other
encumbrances at any time levied or placed on the Collaters] and not peemitred pursuani w Section
6.02 of the Credit Agreement, and may pay for the maintenance and preservation of the Collaters]
to the extent any Grantor fails to do sa as required by the Credit Agresment or this Agresment,
and each Grantor jointly and severally agrees to reimburse the Collateral Agent on demand for any
payment made or any expense incurred by the Collateral Agent pursuant to the foregoing
authorization; provided, however, that nothing in this Section 4.06 shall be interpreted as excusing
any Grantor from the performance of, or imposing any obligation on the Collateral Agent or any
Secured Party to cure or perform, any covenants or other promises of any Grantor with respect to
taxes, assessments, charges, fees, liens, security interests or other encumbrances and maintenance
as set forth herein or in the other Loan Documents.

SECTION 4.07. Assignment of Security Interesr. 1f at any time any Grantor shal|
take 2 yecurity intavest in anry propesty of an Account Debtor or any other person to secure
payment and performance of an Account in excess of $500,000, which property shall have s fair
market value in excess of $500,000, such Grantor shall promptly assign such security interest to
the Collsteral Agent, and after the occurrence snd during the continuation of an Event of Default
known to exist by any Respoasible Officer of the Parent Borrower (it being understood that such
knowledge shall be deemed to exist upon delivery of notice of such an Event of Default to a
Responsible Officer by the Administrative Agent or Collateral Agent), each Grantor shall
promptly assign such security interest to the Collatersl Agent with respect to any such Account in
excess of $200,000, which property shall have a fair market value in excess of $200,000. Such
assignment nead not be filed of public record unless necessary to continuo the perfected status of
the security interest against creditors of and traasferees from the Account Debtor or other person
granting the security interest,

SECTION 4.08. Continuing Obligations of the Grantors. Each Grantor shall
remain liable to observe and perform all the conditions and obligations to be obscrved and
performed by [t under each contract, agreement or {nstrument refating to the Collateral, all in
accordance with the terms and conditions thercof, and each Grantor jointly and severally agrees to
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indemnify and hold harmless the Collatera] Agent and the Secured Parties from and against any
and all liability for such performance.

- SECTION 4.09. Use and Dispesition of Collarerul. None of the Grantors shall
make or permit 1o be made an assignment, pledge or hypothecation of the Collateral or shall grant
any other Lien in respect of the Collateral, except as expressly permitted by the Credit Agreement.
None of the Grantors.shall make or parmit to be made say transfer of the Collateral and cach
Grantor shall remajn st all times in possession of the Collateral owned by it, except that
(a) Inventory may be sold in the ordinary course of business and (b) unless and unzil the Collateral
Agent shall notify the Granvors that an Eveat of Default shal) have ocotrred and be continuing and
thar during the continuance thereof the Grantors shall not sell, convey, lesse, sssign, trangfer or
otherwise dispose of any Collatsral (which notice may be given by telephone if promptly
confirmed in writing), the Grantors may use and dispose of the Collatcral in any other lawful
manner not inconsigtent with the provisions of this Agrecment, the Credit Agreement or any other
Loan Document snd upon such disposition in accordance with this Section 4.09 the Lien on such
Collateral created pursuant to this Agreement shall be released. Without limiting the generality of
the foregoing, cack Grantor sgrees that it shall not permit any Inventory in excess of $200,000 to
be in the possession or control of any warehouseman, bailee, apent or processor at any time unless
such warehouseman, bailee, agent or processor ghall have been notified of the Security Interest
and shal] have agreed in writing to hold the Inventory subject to the Security Intsrest and the
instructions of the Collsteral Agent and to waive and release any Lien held by it with regpect to
such Inventory, whether arising by operation of law or otherwise.

SECTION 4.10. Limitation on Medification of Accounts. None. of the Grantors
will, without the Collateral Agent's prior written consent, grant any extension of the time of
payment of any of the Accounts Receivable in excess of $200,000, compromise, compound or
settle the same for less than the full amount thereof, release, wholly or partly, any person liable for
the payment thereof or allow any credit or discount whatsoever thereon, other than exrensions,
credits, discounts, compromises or settlements granted or made in the ordinary course of business
and consistent with its current practices and in accordance with such prudent and standard
practices used in indusiries that are the same as or similar 1o those in which such Grantor is
engaged.

SECTION 4.11. Insurance. The Grantors, at their own expense, shell maintain or
cause to be maintalned insurance covering physical loss or damage to the Inventory and
Equipment in sccordance with Section 5.02 of the Credit Agreement. Bach Granvor inevocably
makes, constitutes and appoints the Collateral Agent (and sll officers, employees or ageats
designated by the Collateral Agent) a5 such Grantor's true and lawful egent (sad mrmy—in-f?n)
for the purpose, during the continuance of an Event of Defanlt, of making, setiling and adjusting
claims in respect of Collateral under policies of insurance, cndorsing the nams of such Grantor on
any check, draft, instrument or other item of payment for the procseds of such policies of
insurance and for making all determinations and decisions with respect thereto. If any Grantor at
any time or times shall fail to obuain or maintain any of the policies of insurance required hereby
or to pay any premiwm in whole or part relating thercto, the Collateral Agent may, without
waiving or releasing any obligation or liability of the Grantors herounder or any Event of Default,
in its sole discretion, obtain and maintain such policies of insursnce mud pay such premium and
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take any other actions with respect thereto as the Collateral Agent deems advisable. All sums
disbursed by the Collatersl Agent in connection with this Section 4.11, including reasonable
attomeys’ fees, court costs, expenses and other charges relating thereto, shall be paysble, upon
demsnd, by the Grantors to the Collateral Agent and shall be additional Obligations secured
hereby.

SECTION 4.12. Covenams Regarding FPatent, Trademark and Copyright
Collateral. (8) Each Graator sgrees that it will not, nor will it permit any of its licensees to, do
any act, or omit to do any act, whereby auy Patent which is material 1o the conduct of such
Grantor's business may become invalidated or dedicated to the public, and agrees that it shall
continus to mark any products covered by any such Patent with the relevant patent number as

necessary and sufficient to establish and preserve its maximum rights under applicable pateat
laws.

(b) Each Grantor (either itself or throngh its licensees of its sublicenzees) will, for
each Trademark material to the conduct of such Grantor's business, (i) maintain such Trademark in
full force free from any claim of abandonment or invalidity for nen-use, (i) maintain the quality
of products and services offered under such Trademark, (iil) display such Trademark with notice
of Federal or foreign registration to the extent necessary and sufficient to establish and preserve its
maximum rights under spplicable law and {iv) not knowingly use of knowingly pesmit the use of
such Trademark in violation of any third party rights.

(c) Each Grantor (either itself or through licensees) will, for each work covered
by a material Copyright, continue to publish, reproduce, display, adopt and distribute the work
with sppropriate copyright notice as necessary and sufficient to egtablish and preseeve its
maximum rights under applicable copyright laws.

(d) Each Grantor shell notify the Collateral Agent immediately If it kaows or has
reason to know that any Patent, Trademark or Copyright macerisl to the conduct of its business
tnay become abandoned, fost or dedicated to the public, or of any advers¢ determination or
development (including the institution of, or any such determinstion or development in, any
proceeding i the United States Patent and Trademark Office, Unitod States Copyright Office or
any court or similar office of any country) regarding such Granter's ownership of any Patent,
Trademark or Copyright, its tight to register the same, or to keep and maintain the same.

 {¢) In no event shall any Grantor, ¢ither itself or through any agent, employoe,
licensec or designee, file an application for any Patent, Trademark or Copyright materdal to the
conduct of its business (or for the registration of any such Trademark or Copyright) with the
United $tates Patent and Trademark Office, Unitad States Copyright Office or any office or
agency in any political subdivision of the United States or in any other couatry or any political
subdivision thereof, unless it promptly informs the Collateral Ageat, and, upon request of the
Collateral Agent, executes and delivers any and all agroements, instruments, documents and
papexs as the Coltateral Agont may request to evidence the Collateral Agent's secutity interest in
such Patent, Trademark or Copyright, and cach Grantor heeeby appoints the Collareral Agent ag its
attorney-in-fact to execute and file such writings for the foregoing purposes, all acts of such
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attomey being hereby rarified snd confirmad; such power, being ecoupled with an interest, is

irrevocabla.

(f) Each Grantor will take all necessary steps that are consistent with the practice
in any proceeding before the United States Pacent and Trademark Office, United States Copyright
Office or any office or agency in any political subdivision of the Unitad States or in any other
country or any political subdivision thercof, to maintain and pursys ¢ach application relating to
the Patcnes, Trademarks and/or Copyrights material to the conduct of its business (and 1o obtain
the relevant grant or registration) and to maintain each issued Patent and cach registration of the
Tredemarks and Copyrights that 15 matesial to the conduct of any Grantor's business, including
timely filings of applications for renewal, affidavits of use, affidavits of incontostability and
payment of maintenance fees, and, if consistent with good business judgment, to initiate
opposition, interference and cancelation proceedings sgainst third parties.

() In the event that any Grantor has resson to believe that any Collaters!
consisting of a Patent, Trademark or Copyright material to the condust of any Grantor's business
has baen or is about to be infringed, missppropriated or diluted by 2 third party in 8 manner
reasonably expected to impair materially the value thereof, such Grantor promptly shall notify the
Collatersl Agent and shall, if consistent with good business judgment, promptly suc for
infringement, misappropriation or dilution and to recover any and all damages for such
infringement, misappropriation or dilution, and take such other actions as arc appropriate under
the circumstances to protect such Collateral,

(h} Upon and during the continuance of an Event of Defauit, each Grantor shall
use its reasonable efforts w obtain all requisite consents or approvals by the licensor of esch
Copyright License, Patent License or Trademark License to effect the assignment of all of such
Grantor's right, title and interest thereunder wo the Collateral Agent or its designee.

SECTION 4.13. Actions Requiring Approval by a Governmental Authority.
(8) If an Event of Defauit shall have occurred and be continving, each Grantor shall take any
action which the Collateral Agent may request in the exercise of its rights #nd remedies under this
Agreement in order to transter or assign the Collateral to the Collateral Agent or to such one or
more third parties as tha Collaters] Agent may designate, or to a combination of the foregoing. To
enforce the provisions of Article VI and this Section 4.13, the Collsteral Agent is empowered to
seek from the relevant Governmentsl Authority, to the extent required, waivers and consents of
any involuntary transfer of control of any Collateral subject to this Agroement for the purpose of
secking a bonn fide purchaser to whom control will ultimatcly be transferred, Each Grantor agrees
to cooperate with any such purohaser and with the Collatoral Agent in the proparation, execution
and filing of sy forms and providing any information that msy be necessary or helpful in
obtaining such Governmental Authority’s consent to the assignment to such pumhgser of the
Collateral. The Collateral Agent ucknowledges that any enforcement of the provisions of this
Agreement are to bs in compliance with the applicsble regulations of any applicable
Governmentsl Authority.

@) Each Grantor shall uxe its best efforts 1o sssist in obtaining waivers, consents
or approvals from the relevant Governmental Authority, if required, for any action or transactions
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contemplated by this Agreement, including, without limitation, the preparation, execution and
filing with such Govetnmental Authority of the wansferor's or assignor’s portion of any
application or applications for consent to the transfer of control or assignment necessary or
appropriate under applicable law, statute, rules and cegulations of approval of the transfer or
assignment of any portion of the Collateral

(c) Bach Graator horeby acknowledges and agrees that the Collateral is 2 nnique
asset and that s violation of any Grantor's covenant to cooperate with respect to any consents from
a relevant Governmental Authority would result in irreparable harm to the Collateral Agent for
which monetary damages are not readily ascertainable. Each Grantor further agrees that, because
of the unique natyre of its undertakiag in this pacagraph (¢), the samc may be specifically
enforced, and it hereby wajves, and agroes to waive, any claim or defense that the Collsteral Agem
would have an adequate remedy af law for the breach of this undertaking.

(d) Without Jimiting the obligations of esch Graator hereunder in eny respeci,
each Grantor further agrees that If such Grantor, upon or after the occurrence of an Event of
Dafault, should fail or refuse to execute any applications neceseary or appropriste to obtsin any
consent from a rejcvant Govornmental Authority necessary or apptopriate for the excrcise of any
right of the Collaters] Agent hereunder, such applications may be executed on such Granror'
behalf by the Collateral Agent upon notice to such Granwor, '

(e) Inthe event that any Grantor is prohibited by tmy applicable law, stante, rule
or regulation from granting a Security Interest in any of the Collateral putsuant 1o Section 2.01
hercof then so long as such prohibition is applicable, such Grantor shall not be required to gran: »
Security [nterest in such Collateral pursuant to this Agreement.

ARTICLEV
Power of Attorney

Each Grantor irrevocably makes, constitutes and sppoints the Collatersl Agem
(and all officers, employees or agents designsted by the Collatera] Agent) az such Gramtor's true
and Jawful agent and sttomey.in.fact, and in such capscity the Collateral Agent shall have the
right, with power of substitution for each Grantor and in sach Grantor's name or otherwise, for the
use and bencfit of the Collateral Agent and the Secured Parties, upon the occurrenee and during
the continuance of an Event of Defavit (a) to reeeive, codorse, agsign and/or deliver any and all
notes, sceeptances, shecks, drafts, money orders ar other evidences of payment relating to the
Collateral ot any part thereof: (b) to demand, collect, receive payment of, give receipt for and give
discharges and relesses of all or any of the Collateral; (¢) w sign the name of any Grantor on any
invoice or bill of lading relating to any of the Collateral; (d) to send verifications of Accounts
Reccivable to any Account Debtor; (¢) to commence and prosecute any and all suits, actions or
procecdings st law or in equity in sy ¢ourt of competent jurisdiction to collect or otherwise
realize on all or any of the Collateral or to enforce any rights in respoct of any Collstersl; (f) to
settle, compromise, compound, adjust or defond any actions, suits of proceedings relating to all or
any of the Collateral; (g) to notify, of to require any Grantor to notify, Account Debtors to make
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psymeat directly to the Collateral Agent; and (h) to use, scll, assign, transfer, pledge, make any
agreement with respest 1o or otherwise deal with all or any of the Collateral, and to do all other
acts and things necessary to carry out the purposes of this Agroement, as fully and completely as
though the Collateral Agent wege the absolute owner of the Collateral for all purposes; provided,
however, that nothing herein contained shall ba construed a5 raquiring or obligating the Collateral
Agent or any Securcd Party to make any commitment or to make any Inquiry as to the nsture or
sufficiency of any payment received by the Collsteral Agent or any Secured Party, or to present or
file any elaim or notice, o to take any sction with respeot to ths Collateral or any part thereof or
the moneys due or to become due in respect thereof or any property covered thereby, and no
action taken or omitted to be taken by the Collateral Agent or any Secured Party with respect to
the Collatersl or any part thereof shall give riss to any defense, counterclaim or offset in favor of
any Grantor. The Collateral Agent and the Secured Parties shall be accountable only for amounts
actually received as a result of the exercise of the powers granted to them herein, and neither they
nor their officers, directors, employees or agents shall be responsible to any Grantor for any act or
failure to act hereunder, except for their own grose negligence or willful misconduct. It is
understood and agroed thar the appointment of the Collateral Agent as the agent and attorney-in-
fact of the Grantory for the purposes set forth above is coupled with an interest and is irrevocable.
The provisions of this Section shall in no event relieve any Grantor of any of its obligstions
hereunder or under any other Loan Document with respest to the Collateral or any part thereof ot
impose any obligation on the Collateral Agent or any Secured Party to proceed in any particular
manner with respect to the Collateral or apy par thereof, or in any way limit the exercise by the
Collateral Agent or any Secured Party of any other or firther right whick it may have on the date

of this Agreement or hereatter, whether hereunder, under any ather Loan Document, by law or
otherwise,

ARTICLE V1
Remediex

SECTION 6.01. Remedies Upon Defanit. Upon the occurrence and during the
continuance of an Event of Default, each Grantor sgrees to deliver each item of Collatera) to the
Collatcral Agent on demand, and it is agreed that the Collateral Agent shall have the right to take
any of or all the following actions at the same or different times: (a) with respect to any Collsteral
congisting of Intellectual Property, on demand, to cause the Security Interest to become, to the
ext¢nt permitted by law, an assignment, yansfer and conveyance of any of or ail such Collateral
by the applicable Grantors to the Collateral Agent, or to license or sublicense, whether general,
special or otherwise, and whether on an cxclusive or non-cxclusive basis, any such Colisteral
throughout the world on such terms and conditiony and in such manner as the Collateral Agent
shall determine (other than in violation of any then-existing licensing arrangements to the extent
that waivers canaot be obtained), and (b) to the extent permitted by applicable lsw (including but
not limited to 42 U.S.C. §1395 g(c) and §1395 u(bX6) in the case of Medicare Accounts
Receivable and 42 U.S.C. §1396 a(e)(32) in the case of Medicaid Accounts Receivable) with or
without legal process and with or without prior notiec of demand for performance, to take
posscssion of the Collatezsl and withont liability for trespass to anter sny premises where tha
Collateral may be located for the purposte of taking possession of or removing the Collateral and,
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generally, to exercise any and all rights afforded to a secured party under the Uniform Commereial
Code or other spplicable law. Without limiting the generality of the foregoing, aach Grantar
agrees that the Collateral Agent shall have the right, subject to the mandstory requirements of
spplicable law, to sell or otherwise dispose of all or any part of the Collateral, at public or private
sale or av any broker's board ot on eny securitics exchange, for cash, upon credit or for future
delivery as the Collateral Agent shall deem appropaste, The Collateral Agent shall be authorized
at any such sale (if it deems it advisable to do so) to restrict the prospeotive bidders or purchasers
to persons who will represent and agres that they are purchasing the Collateral for their own
account for investment sad not with a view to the distribution or sale thereof, and upon consum-
mation of any such sale the Collateral Agent shall have the right to assign, transfer and deliver to
the purchaser or purchasers thereof the Collsteral so sold, subject to applicable Jaw relating to
assignment of Accounts Receivable under the Medicare and Medicaid programs, Each such
purchascr at amy such sale shall hold the property sold absolutely, free from any claim or right on
the part of any Grantor, and each Grantor hercby waives (to the extent permitted by law) all rights
of rodemption, stay and appraisal which such Grantor now has or may a1 any time in the future
have under any rule of law or statute now existing or hereafter enacted.

The Collateral Agont shall give the Grantors 10 days' written notice (which cach
Grantor agrees is reagonable notice within the meening of Section 9-504(3) of the Uniform
Commercial Code as in effect in the State of New York or its equivalent in other jurisdictions) of
the Collarcral Agent's intention to make any sals of Collateral. Such notice, in the case of a public
sale, shall state the time and place for such sale and, in the case of s sale at » broker’s board or on a
scourities exchange, shall state the board or exchange at which such sale is to be made and the day
on which the Collateral, or portion thereof, will first be offered for sale at such board or exchange.
Any such public sale shall be held ot such time or times within ordinary business hours and at
such place or placcs as the Collateral Agent may fix snd state in the notice (if any) of such sale.
At any such sale, the Collateral, or portion thereof, 10 be sold may be sold in one lot as an entirety
or in separate parcels, as the Collatcral Agent may ressonably determine. The Collateral Agent
shall not be obligated to maks any ‘sale of any Collatesal if it shall determine not to do so,
rogardiess of the fact that notice of sale of such Collaters] shall have been given. The Collateral
Agent may, without notice or publication, adjourn say public or privats sale or cause the same to
be adjourned from time to time by announcement st the time and place fixed for sale, and such
sale may, without further notice, be made at the time and place to which the same was so
adjourned. In case any sale of all or any part of the Callateral is made on credit or for futre
delivery, the Collateral so sold may be retained by the Collateral Agent until the sale price is paid
by the purchaser or purchasers thereof, but the Collateral Agent shall not incur any Liability in case
any such purchaser of purchasers shall fail to take up and pay for the Collateral 36 30ld and, in
case of any such failure, such Collateral may be sold sgain upon like notice. At any public (or, to
the extent permitted by law, private) sale made pursuant o this Section, amy Secured Party may
bid for or purchase, free (to the extent permitted by law) from any right of redemption, stay,
valuation or appraisal on the part of auy Grantor (all said rights being also hereby waived and
released to the extent permitted dy law), the Collateral or any past thereof offered for sale and may
make payment on account thereof by using sny Obligstion then due and payable to such Secured
Party from any Grantor as a credit against the purchase price, and such Secured Party may, upon
compliance with the terms of sale, hold, retain and dispose of such property without further
accountability to any Grantor therefor. For purposes hercof, a written agreoment to purchass the
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Collaweral or any portion thereof shall be treated as s sale thereof: the Collatersl Agent shall be
free to carmry out such sale pursuant 10 such sgrecment and no Grantor shall be entitied to the return
of the Collateral or any portion thereof subject thereto, notwithstanding the fact that after the
Collateral Agent shall have entered into such sn sgreemeat all Events of Default shall have bean
remedied and the Obligatione paid in full. As an alternative to exercising the power of gale hersin
couferred upen it, the Collateral Agent may proceed by a suit or sults sz law or in equity to
foreclose this Agreement and to scll the Collatzral or any portion thereof pursuant to a judgment

or decree of 2 court or cowurts having competent jurisdiction or pursusnt to s proceeding by 8 court-
appointed receiver.

SECTION 6.02. Application of Proceeds. The Collxteral Agent shall apply the

proceeds of any collection or salc of the Collataral, as well as any Collateral consisting of cash, as
follows:

FIRST, to the payment of all reasonsble costs ad expenses incurred by the
Administrative Agent or the Collateral Agent (In Its capacity as such hereunder or under
any other Loan Document) in ¢onnection with such collection or sale or otherwise in
counestion with this Agreement or any of the Obligations, including all court costs and
the fees and axpenses of its agents and legal counsel, the repsyment of all advances made
by (ke Collateral Agent hereunder or under any other Loan Document on behalf of any
Grantor and any other ressonsble costs or expenses incurred in connection with the
exercise of any right or remedy hereunder or under any other Loan Document;

SECOND, to the psyment in full of the Obligations (the amounts so applied to be
distributed among the Secured Parties pro rata in accordance with the amounts of the
Obligations owed 1o them on the date of any such disiribution); and

THIRD, to the Grantors, their succéssors or assigns. or as a cowrt of competent
jurisdiction may otherwise direct.

The Collateral Agent shall have absolute discretion as to the tine of application of any such
proceeds, moneys or balances in accordance with this Agreement. Upon sy sale of the Collateral
by the Collateral Agent (including pursuant to a power of sale granted by statute or under »
Judicial proceeding), the receipt of the Collateral Agent or of the officer making the sale shall be a
sufficient discharge to the purchaser or purchasers of the Collateral so s0ld and such purchaser or
purchasers shall not be obligated to se¢ 1o the application of any pan of the purchsse money paid
over to the Coliateral Agent or such officer or be answerable in any way for the misapplication
thereof

SECTION 6.03. Grant of License to Use Inellectual Property. For the purpose
of ensbling the Collatorsl Agent to exercise rights and remedies under this Article at such time as
the Collateral Agent shall be lawfiiily entitled to exercise such rights and remedics, each Grantor
hereby grants to the Collaieral Agent an irrevocable, non-exclusive license (exercisable without
payment of voyalty or other compensation to the Grantors) to use, license or sub-license any of the
Collateral consisting of lntellectual Property now owned or hereafter soquired by such Grantor,
and wherever the same may be located, and including in such Jicense reasonable access to all
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media in which any of the licensed items may be recorded or stored and to all comyputer software
and programs used for the compilation or printout thereof. The use of such licensa by the
Collateral Agent shall be exercised, at the option of the Collateral Agent, upon the occurrence and
during the continuation of an Event of Defanlt; provided that any liccnse, sub-license or other
mransaction entered into by the Collateral Agent in sccordanee herewith shall be binding upon the
Granvors notwithstanding any subsequent cure of an Event of Default.

ARTICLE VI

Miscellaneous

SECTION 7.01. Notices. All communications and notices hereunder shall
(except as otherwise expressly pamnitted herein) be in writing and given as provided in Section
9.01 of the Credit Agreemsnt. All communiestions and notices hereunder to any Guarantor shall
be given to it at the address or telecopy number of the Parent Borrower.

SECTION 7.02. Security fmterest Absolure. All rights of the Collateral Agent
hereunder, the Security Interest and all obligations of the Grantors hersunder shall be absolute and
un¢onditional irrespective of (2) any lack of validity or enforceability of the Credit Agreement,
sny other Loan Document, any agrecmont with respect to any of the Qbligations or any other
agreement or instrument relating to any of the foregoing, (b) ey change in the time, manner or
place of payment of, or in any other tenm of, all or any of the Obligations, or any other amendment
or waiver of or any consent to any departure from the Credit Agrecment, any other Loan
Document or any other agreement or instrument, (¢) any sxchange, release or non-perfection of
uny Licn on other collateral, or any release or amendment or waiver of or consent undet or
deputure from any guarantee, decuring or guarantseing all or any of the Obligations, or (d) sny
other circumstance that might otherwise constitute a defenge svailable to, or a discharge of, sny

Grantor in respect of the Obligations of this Agreement (other than the indefeasible payment in
full of the Obligations).

SECTION 7.03. Survival of Agreemens. All covenants, sgreements,
representations and warrsnties made by any Grantor herein and in the certificates o other
instruments prepared or delivered in connection with or pursusnt to this Agreement shall be
considered to bave been relied upoa by the Secured Parties and shall survive the making by the
Leaders of the Loans, and the éxecution and delivery to the Lenders of anry notes evidencing such
Loans, regardless of any investigation made by the Lenders or on their behalf, and shall continue
in full force and effect until this Agreement shall terminare.

SECTION 7.04. Binding Effect; Several Agreement. This Agreement shall
become effective as 1o smy Grantor when a counterpart hereof executed on behalf of such Grantor
shall have been delivered to the Collateral Agent und a counterpart hereof shall have been
executed on behalf of the Collaternl Agent, and thereafter shall be binding upon such Grantor and
the Collateral Agent and their respective snocessors and assigns, and shall inure to the benefit of
such Grantor, the Collatweral Agent and the other Secured Parties and their respective successors
and assigns, except that no Grantor shall have the right to assign or transfer its rights or
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obligations hersunder or any interest herein or in the Collateral (and any such assignment or
transfer shall be void) except a8 exprassly contemplated by this Agreement or the Credit
Agreement. This Agreement shall be construed 83 8 separate agreement with respect to each
Grautor and may be amended, modified, supplemented, waived or relessed with respect to any

Granror without the approval of any other Graotor and without affecting the obligations of any
other Grantor herounder.

SECTION 7.05. Succassors and Assigns. Whenever {n thiz Agreement any of the
partics hiereto is referred to, such reference shall be deemed ¢ include the successors and sssigns
b of such party; and all covenants, promises and agreements by of on behalf of anry Grentor or the

Collateral Agent that are contzined in this Agreement shail bind and inure to the benefit of their
respective successors and assigns.

SECTION 7.06. Collareral Agent's Fees and Expenses; Indemnification,
(2) Each Grantor jointly and severally agrees to pay upon demand to the Colisteral Agent the
amount of any and all reasonable expenses, including the reasonsble fees, disbursements and other
charges of its counsel and of any experts or agents, which the Collataral Agent may incur in
connection with (i) the administration of this Agresment, (ii) the custody or prescrvadon of, or the
sale of, collzction from or other realization upon any of the Collateral, (ii3) the excrcise,
enforcement of protection of any of the rights of the Collateral Agent hercunder or (iv) the failure
of any Grantor 1o perform of observe any of the provisions hereof

(b) Without limitation of its indemnification obligations under the other Loan
Documents, cach Grantor jointly and severally agrees to indemnify the Colleteral Agent and the
other Indemnitoos agsinst, and hold each of them harmiest from, any and all losses, claims,
damages, lisbllities and related expenses, including reasonable fees, digbursements and other
charges of coungel, incurred by or asseried against any of them arising out of, in any wey
connected with, or as a result of, the execution, delivery or performance of this Agreement o1 any
claim, litigation, investigation or proceeding relating hereto or to the Collsteral, whether or not
any Indermitee is a party thersto; provided that such indemnity shall not, s to any Indemniree, be
available to the extent that such losses, claims, damages, Itabilities or related expenses are
determined by a court of competent jurisdiction by final and nonsppealable judgment to have
resulted from the grose negligence or willful miscanduct of such Indemnitee.

- (c) Any such amounts payable a3 provided hereunder shall be additional Obligs-
tions secured hereby and by the other Security Documents. The provisions of this Seation 7.06
shall remsin operative and in full force and effect regardless of the tenmination of this Agteement
or any other Loan Document, the consummation of the transections contemplated hereby, the
repayment of any of the Loans, the invalidity or unenforceability of any term or provision of this
Agreement or any other Loan Docursent, ot any investigation made by or on behalf of the
Collsteral Agent or any Lender. All amounts due under this Section 7.06 shall be payable within
throe Business Days after written demand therefor.

SECTION 7.07. GOVERNING LAW, THIS AGREEMENT SHALL BE
CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE
STATE OF NEW YORK. |
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SECTION 7.08. Waivers; Amendmeni. (a) No failure or delay of the Collateral
Agent in exercising any power or right hereunder shall opecars as a waiver thereof, nor shall any
single or partial exercise of any such right or power, or any abandonment or discontinuance of
steps to enforce such a right or power, preclude any other or further exercise thereof or the
exercise of any other right or power. The rights and remedies of the Collateral Agent hercunder
and of the Collateral Agent, the Issuing Banks, the Adminisrrative Agent and the Lenders under
the other Loan Docurtients are cumulative and are not exclusive of any rights or remedies that they
would otherwise have. No waiver of sny provisions of this Agreement or any other Loan
Document or consent to any departure by any Grantor therefrom shall in any eveat be effective
unless the same shall be permitted by paragraph (b) below, and then such waiver or consent shall
be effective only in the specific instance and for the purpose for which given. No notice to or
demand ca any Grantor in any case shall entitle such Grantor or any other Grantor to any other or
further notice or demand in similsr or other circurstances.

(b) Neither this Agreement nor any provision bereof may be waived, amended or
modifled except pursum? £ an agreement or agreements in writing entered into by the Collateral
Agent and the Grantor or Grantors with respect to which such waiver, amendment or modification
is to apply, subject to any consent required in accordance with Section 9.08 of the Credit
Agteement. :

SECTION 7.09, WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT
MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR
INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT
OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETOQ (A) CERTIFIES
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED TO SUCH PARTY, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT HAS BEFN INDUCED TO
ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, AS
APPLICABLE, BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION 7.09.

SECTION 7.10. Severability. In the cvent any one or more of the provisions
contained in this Agreement should be keld invalid, illsgal or uncaforeeable in any respect, the
validity, legality and enforceability of the remaining provisions contained herein shall not in any
way be affected or impaired thereby (it being understood that the invalidity of a particular
provision in a particular jurisdicdon shall not in and of frself affect the valfdity of such provision
in any other jurisdiction) The particy shall endesvor in good-fuith negotiations to replace the
invalid, illegal or unenforceable provisions with valid provisions the economic cffect of which
comes us close as possible to that of the invalid, illegal or unenforceable provisions.

SECTION 7.11 Counterparts. This Agresment may be executed in two or more

counterparts, each of which shall constitute an original but all of which when taken together ¢hall
constitute but one contract (subject to Seetion 7.04), and shall become cffective as provided in
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Section 7.04. Delivery of an executed signature page to this Agreement by facsimile transmission
shall be effective a5 delivery of s manually executed counterpart hereof.

SECTION 7.12 Headings. Article md Section headings used herein are for the
purpose of reference only, are not part of this Agresment and are not to affect the construction of,
or to be taken into consideration n interpreting, this Agreement.

SECTION 7.13. Jurisdiction; Consenr vo Service of Process. (a) Each Grantor
hereby irrévocably and unconditionally submits, for itself and its property, to the nonexclusive
Jurisdiction of any New Yark State court or Federal court of the Unived States of America sitting
in New York City, and any appellate court from eny thereof, in sny sction or proceeding arising
out of or relating to this Agroement or the other Loan Documents, or for recognition or
enforcement of any judgment, and each of the partics hereto hereby irrevocably and
unconditionally agrees that all claims in respect of any such action or proceeding may be heard
and determined in such New York Stats of, to the extent permitted by law, in such Federal court.
Each of the parties hareto agrees that a finsl judgment in any such action or procseding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other
manner provided by law. Nothing in this Agreement shall affect any right that the Collateral
Agent, the Administrative Agent, the Syndication Agent, the lssuing Banks or any Lander may
otherwisc have to bring any action ot procecding relating to this Agrecment or the other Loan
Documents against any Grantor or its properties in the cousts of any jurisdiction.

(b) Easch Grantor hereby irrevocably and unconditionally waives, to the fullest
extent it may legally and effectively do s, any objection which it msy now or hereafter have to
the lxying of venue of any suit, action or procesding arising out of or relating to this Agreement or
the other Loan Documents in any New York State or Federal court. Each of the pwics bereto
hereby irrevocably waives, to the fullest extsnt permitted by law, the defense of an inconvenient
forwm 1o the malntenance of such action or proceeding in any such court.

(c) Each party o this Agreement imevocably consents to service of process in the
manuer provided for notices in Section 7.01. Notbing in this Agreement will affect the right of
any party to this Agreement to serve process in sy other manner permitted by law.

SECTION 7.14. Termination. This Agreement and the Security Interest shall
wenminate when all the Obligations have been indefasibly paid in full, the Landers have no further
commitment t0 lend, the L/C Exposure has been reduced to 2ero and the lssuing Banks have no
further commitment to issue Letters of Credit under the Credit Agreement, at which time the Col-
latcral Agout shall execute and deliver to the Grantors, at the Gramtors' expense, all Uniform
Comntercial Code termination statements and similar documents which the Grantors shall rea-
sonably request to evidence such termination. Any execution and delivery of termination
statements or documents pursuant to this Scction 7.14 shall be without recourse to or warranty by
the Collateral Agent. If all of the capital stock of a Grantor, or any of the Collateral provided by 2
Grantor unsder this Agreement, is sold, ransferred or otherwise disposed of to a person that is not
an Affiliate of any Bomrower pursant to s transaction permitted by the Credit Agrooment, or if all
of part of the capital stock of 4 Grantor is sold, trangfetred, or otherwise disposed of in a Permitted
Non-Cuarantor Transaction or a Permitted Non-Control Investment, or upon the effectivencss of
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any written conseut to the release of the security interest granted hereby in such Collateral
pursuant to Section 9.08(b) of the Credit Agreament, or if 2 Grantor becomes subject to any
applicable law, regulation, rule, order, approval, license or reswricdon issued or imposed by a
Governmental Authority that would be violated by such Grantor being a party to this Agreemem
or providing any Collateral under this Agrecment, then in any such case such Grantor shall be
released from its obligations under this Agreement, or such Collateral shall be released from the
pledge and gecurity intercst granted by this Agreement, a8 the case may be, i any case without
further action,

5 SECTION 7.15. Addirtonal Granrors. Pursuant to Section 5.11 of the Credit
Agreement, certain wholly-owned Domestie Subsidiaries of the Parent Barrower are required to
coter into this Agreement as a Grantor. In addition, any other Subsidiaries of the Pasent Borrower
may, at their sole discretion, elect 10 enter into this Agreement as a Grantor. Upon execution and
delivery by the Collateral Agent and a Subsidiary of an instrument in the form of Annex 3 hereto,
such Domestic Subsidiary shall becoms a Grantor hereunder with the same foree and effect as if
originally named as a Grantor herein, The execution and delivery of any such instrument shall not
require the consent of any Grantor hereunder. The rights and obligations of each Grantor
hereunder shall remain in ful? force and effect notwithstanding the addition of any new Grantor as

a party to this Agreement.
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IN WITNESS WHEREOF, the parties hereto have d
28 of the day and year firt sbove written, ereto have duly executed this Agrecment

MAGELLAN HEALTH SERVICES, INC,,

by \ \k@ upu.ﬂ . )

%ﬁ” Jamés R. Bedenbaugh
€. Senior Vice Presidenr & Treasurer

5 EACH OF THE GRANTORS LISTED ON
SCHED A TO ‘

ame:
Title: 'Treaeurer. !msi:tant reasurer or as
Director

EACH OF THE GMNTORS LISTED ON
SCHEDULE 1-3
nesyy,

Name: I Anes edenbaugh
Title: Tr\a surer

Swom to before me this ui_-“dny of
Febmary, 1998,

7] Wb

otary Puablie¢
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THE CHASE MANHATTAN BANK,
a5 Collateral t,
by N~
Name: Lauria B. Parper
Title: Vies President
Sworn to before me this 1™ day of
Fabnurt—iwl\
@\‘\M\n\\l\ .
“%tmry Public
- SONIA ROBERTSON
Notary Public, State of New York
No.01RQE070588
Gertiioata Fied in o voy
Commission lxplu:‘ :u.og. 1%%‘;“
Signature page to the Security Agreement
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