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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)
Human Affanfs Intematlona%, Inc. ) Name:__JPMorgan Chase Bank (f/k/a The Chase
6950 Columbia Gateway Drive, Suite 400 internal Manhattan Bank), as Collateral Agent
Columbia, MD 21046 Address:

G Individual(s) Lk Association
St ddress:_270 Park
Gk General Partnership [ Limited Partnership reet Address ack Avenue
% Corporation-State City:_New York State:_NY Zip:_10017
L Other [ Individual(s) citizenship
% Association
Additional name(s) of conveying party(ies) attached? [@Yes % No % General Partnership
3. Nature of conveyance: % Limited Partnership
G Assignment Ck Merger i Corporation-State A) W
¥k Security Agreement & Change of Name [ Other .
" If assignee is not domiciled in the United States, a domestic
% Other. representative designation is attached: G ves [l No

: . 12/1998 {Designations must be a separate document from assignmen)
Execution Date 2/ / 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)

SEE ATTACHED |SCHEDULE(S)
Additional number(s) attached & Yes % No

5. Name and address of party to whom correspondence 6. Total number of applications and )
concerning document should be mailed: registrations involved: ................cooeeiines m
Name: Penelope Agodoa (5)
VL
J
Intomal Addross: Federsl Ressatch Corporation | 7 1011188 (87 CFR3AN. o s 190~
[k Enclosed

Lk Authorized to be charged to deposit account

Street 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 account)

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.
Erin Becker g [ ‘ é ! é ‘ 12/17/2002

Name of Person Signing Signature Date

Total number of pages including cover shaet, atlachments, and document:

Ma}l documents to be recorded with required cover sheet information to:

01/06/8003 BTMH 00000051 2150941 Commissioner of Patent & Trademarks, Box Assignments
Washington, D.C. 20231
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SECURITY AGREEMENT dated s of Februsry 12, 1998,
among MAGELLAN HEALTH SERVICES, INC., a Delaware
corporanon (the “Parent Borrower™), each subsidiary of the Parant
Borrower ligted on Schedule ! hereto (each such subsidiary individually a
“Guarantor” md collectvely, the “Guarantors™; the Guarantors and the
Parent Borrower are referred to collectively herein as the “Grantors™) and
THE CHASE MANHATTAN BANK, a New York banking corporation
(“Chase™), 3s collateral agent (in such capacity, the “Collateral Agent™)
for the Secured Partias (a3 defined herein).

Reference is made to (a) the Credit Agrecment duted as of February 12, 19938 (as
amended, supplemented or otherwise modificd from time to time, the “Credir Agreemens’™), among
the Parent Borrower, Charter Behavioral Health System of New Mexico, Inc., a New Mexico
corporation. Merit Behavioral Care Corporation, & Delaware corporation, and the otficr subsidiary
borrower(s) from time to time that became a 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 Collateral Agent and
as an issuing bank (in such capacity, an “Issuing Bank’), First Union National Beank, a narional
banking association, ag syndication agent for the Landers and as an issuing bank (in such capacity,
an “Jesuing 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
25 an issuing bank (im such capucity, an “/ssuing Bank”, and together with Chase and First Union
National Bank, each in its capacity as an [ssuing Bank, the “Issuing Banks™), and (b) the
Guarantee Agreement dated as of February 12, 1998 (as amended, supplemented or otherwise
meodified from time to time, the “Guarantee Agreemenr™), among the Guarantors and the
Collatsral Agent.

The Lenders have sgreed to make Loans to the Barrowers, and the [ssuing Banks
have agreed to issue Letters of Credit for the ascount of the Borrowers, pursuant to, and upon the
terms and subjeet to the conditions specified in, the Credit Agreement The Borrowers have
agreed that the Loans and the other Obligations (as defined below) shall be joint and scveral
obligations of the Borrowers pursuatt to the Credit Agreement. Each of the Guarantors has agreed
to guarantee, smong other things, all the obligations of the Borrowers under the Credit Agreement.
The obligations of the Lenders to make Loans ond of the Issuing Banks to issue Letters of Credit
are conditioned upon, among other things, the execution ang delivery by the Grantors of an

. agreement in the form hereof, 1o secure (a) the due and punctual payment of (i) the principal of
and premium, if any, and imterest (including intsrest socruing during the pendency of any
bankruptey, insolvency, rec¢ivership or other similar proceeding, regardiess of whether allowed or
aliowable in such proceeding) on the Loans, when and as due, whether at matunty, by .
acceleration, upon one or more dates set for prepayment or otherwise, (ii} cach payment x:cqmred
to be made by any Borrower under the Credit Agreement in respect of any Letter of Credit, when
and a¢ dus, including payments in respect of reimbursement of disbursements, intervst thereon and
obligations 1o provide cash collateral and (iif) all other monetary obligations, including fecs, costs,
expenses and indemnities, whether primary, secondary, direct, contingent, fixed or otherwise
(including monetary obligations incurred during the pendency of any bankruptcy, insolvency,
receivership or other similar proveeding, regardless of whether allowed or allowable in such
proceeding), of any Borrower tn the Secured Parties under the Credit Agreement and the qﬂlc_r
Loan Documents, (b) the due and punctual performance of all covenants, agreements, obligations

(MYOOUREI 1307313, 7 iWPGg2:02/32/90 =1 42a)
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and liabilities of the Borrowers under or pursuant o the Credit Agreement and the other Loan
Documents, (¢) the due and punctmal paymant and performance of all the covenants, agreements,
obligations and lisbilities of esch Loan Party under or pursuant to this Agreement and the other
Loan Documents and (d) the due and puncrual payment and performance of all obligations of the
Borrowers under each Interest Rate Prowection Agrecment catered into with any countetparty that
was a Lender at the time such Inrerest Rate Protection Agreement was entered into (all the
monetary and other obligations described in the preceding clauses (a) through (d) being
collectively called the “Obligarions™).

F Aceordingly, the Grantors and the Collateral Agent, on behalf of itself and each
Secured Party (and each of their respective successors or a3signs), hereby agree as follows:

ARTICLEI
Definitions

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

SECTION 1.02, Definirion of Cerrain Terms Used Herein. As used herein, the
following rarms shall have the fallowing meanings:

“Aceount Debtor’” shall mean any person wheo Is or who may become obligated to
any Grantor under, with respect 10 or on acecount of an Accoumt.

“Accounts” shall mean any and all right, title and interest of any Grantor o
payment for goods and services sold or leased, incleding any such right evidenced by chattel
paper, whether due or to become dus, 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, fitle and interest in
- any retumed goods, together with all rights, titles, secusities mud guarantess with respect thercto,
in¢luding any rights to stoppage in transit, replevin, reclamation md resales, and all related
security interests, liens and pledges, whether voluntary or involunrary, in cach case whether now
existing or owned or hereafter arising or scquired.

“Collareral” shall mean all (3) Accounts Receivabie, (b) Documents,
(c) Equipment, (d) General Intangibles, (e) Inventory, (f) Invesunent Property and (g) Procoeds.

The term “Collateral™ shall not inefude any of the above items that are subject to restrictions as to
the granting of lieas thereon ot assignments thereof pursuant to agreements described on Schedule
VL v

IHYCORDD 1507825, 7 :WRC22102/12 /99 -~ 1 :41m)
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“Commodity Account” shall mean an account maintained by s Commodity
Intermediary in which a Commodity Contract is camried ot for 8 Commodity Customer.

“Commodity Cortracr” shall mean & commodity futures contract, 3n option on 2
commodity futurcs contrect, a commodity aption or amy other contract that, in cach cese, is (a)
traded on or subject to the rules af a board of trade that has been designated as a contract market
for such a contract pursuant to the federsl commoditics laws or (b) waded oa 8 foreign commodity
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 Commeodity
[ntermediary carries 28 Commodity Contract on its boeoks.

“Commodiry Intermediary” shall mean (a) a person who is ragistered as a futures
commission merchant under the tederal commodities Iaws or (b) a person who in the ordinary
course of its business provides clearance or settlement services for 2 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 righe 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 hereafiar owned by any third party, snd all rights of such
Grantor under any guch agreement.

“Copyrights” shall mean gll of the following now owned or hereafier acquired by
any Grantoc: (a) all copyright rights in any work subject to the copyright laws of the United States
or any other country, whether a3 author, assignee, wansferee or otherwise, and (b) all registrations
and applications for registration of any such copyright in the United States or any other country,
including registrations, recordings, supplemental registrations and pending applications for
registration in the United States Copyright Office.

“Credit Agreement” ghall have the meaning assigned to such term in the.
preliminary statement of this Agreement,

- “Documents™ shall meen all instruments, files, records, ledger sheets and
documents covering or relating 1o any of the Collaceral,

“Eguipment” shall mean all equipment, furnitere and furnishings, and all tangible
personal property similar to any of the foregomg, including tools, parts and supplics of every kind
and description, and all improvements, accessions or sppurtenances thereto, that are now or
hereatter owned by any Grantor. The torm “Equipment” shall not inelude jtems that are or are to
become Fixtures. For purposges of Article [II and [V herein and Section 3.19 of the Credit
Agreemeat only, “Equipment” shall not include sny Equipment the title to wwhich, or any lien on
which, is required to be registered pursumnt to state or fisderal title or lien registration statutes,
other than the Uniform Commercial Code,

[NYCOREAS07516 . 7 WRC22:02/12 /90 -~) : 41a)
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“Financial Asser” shall mean, except as otherwise provided in Section 8-103 of
the Uniform Commercial Code, (a) a Security, (b) an obligation of a person or a share,
participation or other interest in a person or in property or an enterprise of a person, which is, or is
of a type, dealt in or traded on fingncial markots, or which is recognized in any area in which it is
issusd or dealt in 28 a medium for investment or (¢) any property that is held by 2 Sccurities
Intermediary for snother person in 2 Securitics Account if the Securities Intermediary has
expressly agreed with the other person that the property is to be wearod a5 a Financial Assct under
Article § of the Uniform Commercial Code. As the context requires, the term Financial Asset
shall mean cither the interest itself or the means by which 8 person's claim to it is cvidenced,
including s certificated or uncertificated Sccurity, a certificate representing a Security or 2
Security Entitlement.

“Fixtures” shall mean all items of Equipment, whether new owned of hereafter
acquired, of any Grantor that become so related to particular real estate that an interest in them
arises under any real estate law applicable thereto.

“General Intangibles” shall mean sll assignable choses in action and canses of
action and all other assignable intangible personal property of any Grantor of every kind and
nature (other than Accourits Receivable) now owaed or hereafter scquired by aay Grantor,
including corporate or other business records, indemnification claims, contract rights (including
rights under leeses, whether cntered into as lessor or lessce, Interest Rats Protection Agreements
ad other agreements), Intellcctusl Propesty, goodwill, rogistrations, franchises, tax refund claims
and any letter of credit, guarantes, claim, security interest or other security held by or granted to
any Grentor to secure payment by an Account Debtor of ay of the Accounts Receivable.

“Yurellecrual Properry” shall mean all intellectual and similar property of mny
Grantor of every kind and nature now owned or hereafter acquired by any Grantor, including
inventions, designs, Patents, Copytights, Licenses, Trademarks, trade secrets, confidential or
proprictary technical and business information, know-how, show-how or other dats or
information, software and databases and all embodiments or fixations thereof and related
documentstion, registrations and franchises, and all additions, improvemeats a:‘zd accessions o,
and books and records describing or used in connection with, any of the foregoing.

“Inventory” shall mean a1l goods of any Grantor, whether now owned of hereafter
acquired, held for sale of lease, or furnished or to be furnished by any Granor under contracts of
service, of consumed in any Grantor's business, including raw materizls, intermediates, work in
process, packaging materials, finished goods, semi-fimished inventory, scrap inventory,
manufechuring supplies and spare parts, and all such goods that have been retamned to or
repossessed by or on behalf of any Graior.

“Jnvestment Property” shall mcan all assignable Securities (whether certificated
or uncertificatad), Security Entltlements, Securities Accounts, Commodity Contracts and
Commodity Accounts of any Grantor, whether now owaed or hercafter acquired by m{‘Gramor;
provided, however, that for purposss of this Agrecment, the tenm “Investment Property shall not
be deemed to mean or include (2) the capital stock of any Subsidiary abtained in the fuhmf by any
Grantor that is sither (i) & wholly~owned Domestic Subsidiary that is not a Guarantor and i3 aot

[NYCORES =S8TSIS . 7 :WDO22:02/12/38= L d1n)
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required 1o be a Guarantor pursuant to Section 5.11 of the Credit Agreement or (i) a Specified
Entity, (b) more than 65% of the issued and outstanding shares of stack of any Foreign Subsidiary,
(c) any of the issued and outstanding shares of stock of Societe Anonyme de 12 Metatrie, or (d) 10

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

“License” shell mean any Patent License, Trademark Licensc, Copyright License
or other similar license or syblicense in respect of Intellectual Property to which any Grantoris a
party and which is material to the conduce of its business, including those listed on Schedule [T
F (other than those license agreements which by their terms or by law prohibit assignment or a grant
of a sacurity 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 written agreement, now or hereafber in effect,
granting to any third paty any right to make, use ¢r $¢1] any invention on which g Pacent, now or
herexfter owned by any Grantor or which sy Gemttor atherwise has the right 1o lieense, is in
existence, or granting to any Grantor any right to make, uge or sell any invention on which a
Patent, now or hereafier owned by any third party, is in existence, and all rights of any Grantor
undcr any such agreement

“Patents” shall mean all of the following now owned or hereafter acquired by any
Grantor: (a) all letters patent of the United States or any other country, all regisurations and
recordings thereof, end all applications for letters pawnt of the United States or any other country,
including registrations, recordings and pending applications in the United States Patent and
Trademark Office or any similar offices in any other country, including those listed on Schedule
1V, and (b) alt reissues, consinuations, divisions, continustions-in-part, rencwals or exvensions
thereof, and the inventions disclosed or elaimed thersin, including the right to make, use and/or
sell the inventions discloded or claimed therein,

“Perfecrion Certificate” shall meun a certificste substantislly in the form of
Annex | hereto, completed and supplemented with the sehedules and attachments contemplated
- thereby, and duly executed by a Financiat Officer of the Parent Borrower.

“Proceeds™ shall mexn any cash, cash accounts or other consideration reccived
from the sale, exchange, license, lease or other disposition of any assct or property that constintes
Collateral, any, valuc received as a consequence of the posseasion of amy Collateral md any
payment received from any insurer or other person or entity as a result of the destruction, less,
theft, damage or other involuntary conversion of whatever nature of any asset or propexty which
constitutes Collateral, and shall include to the ¢xtent assignable, (a) all cash and negotiable
instruments received by or held on behalf of the Collateral Agent pursuant to cash accounts,
concentration accounts or disburyement accounts referred to in Section 5.12 of the Credit
Agreement, (b) sny claim of any Grantor sgainst any third party for (and the nq:t 10 sue and
recover for and the rights to damages or profits duc or accrued arising out of or in connection
with) (i) past, prescat or furure infringement of any Patent now or hereafier owned by any Grantor,

DNEORPL 507919, 7 :WPC32102/33/08~ -1 142m]
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or licensed under 2 Patent License, (ii) past, present or futurc infringement or dilution of any
Trademark now or hereefter 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 ar future bresch of any License and (iv) past, present or future
infringement of any Copyright now or hereafier owned by any Grantor or licensed under a
Copyright License and (¢) 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 Lenders, (b) the Administrative Agent,
(¢) the Collateral Agent, (d) the Issuing Banks, (¢) each countsrparty to an Interest Rate Protection
Agreement entered into with a Borrower if such counterparty was a Lender at the time the Interest
Rate Protection Agreement was entered into, (f) the beneficiarios of each indemnification
obligation undertaken by any Grantor under any Loan Document and (g) the successors and
assigas of each of the foregoing.

“Securiries” shall mean, cxcept as otherwise provided in Section 8-103 of the
Uniform Commercial Code, any obligations of an issuer or any shares, participations or other
interests in an issuer or in property or an enterprise of an issuey which (a) are represented by &
certificats representing 4 secusity in bearer or registered form, or the tranzfer of which may be
registered upon books maintsined for that purpose by or on bekalf of the issuer, (b) are one of a
class or series or by its terms is divisible into a class or saries of shareg, participations, interests or
obligations and (¢)(i) are, or are of & rype, dealt in or traded on securities ¢xchanges or securities
markets or (i) are & medtum for investment and by their terms expressly provide that they are a
security govemed by Asticle 8 of the Uniform Commercial Code.

“Securities Accouny” shall mean an account to which a Financial Asset is or may
be ¢redited in accordamce with an agrecment under which the person maintaining the account
undartakes Lo treat the person for whom the account is maintained as eatitled to exercise rights
that comprise the Financial Asset.

“'Security Enritlenents” shall mean the rights and property interests of an
Entitlement Holder with respect 10 a Financial Asset specified in Part 5 of Article 8 of the Uniform
Commercial Code.

“Security Interest” shall have the meaning assigned to such tarm in Section 2.01.

“Security Intermediary” shall mean (a) a clearing corporation or (b) a person,
in¢luding a bank or broker, that in the opdinary course of its business maintains securitics sccounts
for others and is acting in that capacity.

“Significant Equipmeny” shall mean an iter or piece of Equipment or a related
gronp of items or picces of Equipment with an aggregate fxir market value of more than $200,000.

“Trademark License” shall mean any written agreement, now or bereafter in

¢ffect, granting to mythirdputyanydghttouscmyTndmﬂknowor‘hmaﬁefownedww
Grantor o7 which any Grantot otherwise has the right to license, or granting to any Grantor any
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right to use any Trademark now or bereafter owned by any third perty, and all rights of any
Grantor under any such agreement.

“Trademarks” shall meam all of the following now owned or heresfter pequired by
any Grantor: (a) all wademarks, service marks, wade names, corporsts names, company names,
business names, fictitious business names, trade styles, trade dress, logos, other source or business
identifiers, designs and gencral intangibies of like nature, now existing or hereafies sdopted or
acquired, all registrations and recordings thereof, and all registration 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 in any
other country or any political subdivicion theseof, and all extensions or renewals thereof,
ineluding those listed on Schedule V, (b) al} goodwill associated therewith or symbolized thereby
and (c) all other assets, rights and interests that uniquely reflect or smbody such goodwill.

SECTION L.03. Rules of Inrerpretarion_ The rules of interpretstion specified in
Section [.02 of the Credit Agrecment shall be applicable to this Agreement.

ARTICLENI
Securiry 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, assigns,
sots over, mortgages, pledges, hypothecates and transfers to the Collateral Agent, its successors
and assigns, for the ratable benefit of the Secured Parties, and hereby grants to the Collateral
Agent, its successors and assigns, for the ratable benefit of the Secured Parties, a s¢curity interest
in, all of such Graator's right title and intarset in_ to and under the Collateral (the “Security Inter-
exs”). Without limiting the foregoing, the Collateral Agent is hereby authorized to file one or
more financing statements, continuation stataments, filings with the United States Patent and
Trademark Office or United Statcs Copyright Office (or any successor office or any similar office
in any other country) or other documents for the purpose of perfecting, confirming, continuing,
enforcing or protecting the Security Interest granted by cach Grantor, without the signeture of any
Granior, and naming any Granter or the Grantors s¢ debtors and the Collaters] Agent as secured
party.

SECTION 2.02. No Assumption ¢f Liability. The Security Interest is granted &
sccurity anly end shall not subjeet the Collateral Agent or any other Secured Party to, or in any
way alter or modify, any obligation or liability of my Grantor with respect to or arising our of the
Collateral.

(RIOORPD : 507518 .7 (WPC23103/13/98-+1:41n])
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ARTICLEIN
Representations and Warranties

The Grantors jointly and severally represent and warrent to the Collateral Agent
and the Securaed Parties that:

SECTION 3.01. Title and Awthority. Eech Grantor has good and valid rights in
and title to the Collateral with respect to which it has purported to grant a Security Interest
hereunder and has full power and authority w grant to the Collateral Agent the Security Interest in
such Collateral pursuant herero and to exceute, deliver and perform its obligations in sccordance
with the terms of this Agreement, without the consent or approval of any othar person other than
any consent or approvel which has been obtained except that (i) certain waivers and consents of
other persons may be required by contract or by lsw to make effective grants pursuant to Section
6.03, and (ii) assignments of Accounts Receivable arising under ths Medicare and Medicaid
programs and the exercise of certain remedics with respeet to such Accounts Receivable are

subject to restrictions and limications under 42 U.S.C. §1395g(c), 42 U.S.C. §1395 w(b6) and
42 US.C. §1396a(a)32).

SECTION 3.02. Fifings. (a) The Perfection Certificare has been duly prepared.
completed and executed and the information set forth therein is correct and complets in all
material respects. Fully executed Uniforma Commercial Code finqwing statements, a9 applicable,
containing a description of the Callatoral have been deliverad 1o the Cojlateral Agent for filing in
¢ach govermmental, municipal or other office specified in Schedule 5 to the Perfection Certificare,
which are all the filings (other than filings required to be made in the United States Patent and
Trademark Office and the United States Copyright Office in order to perfect the Security Interest
in Collatera] consisting of United States Patents, Trademarks and Copyrights) that are necessary to
publish notice of and protect the validity of and to cstablish a legal, valid and perfected security
interest in favor of the Collareral Agent (for the benedit of the Secured Parties) in respect of all
Collateral in which the Security Imerest may be perfected by filing Uniform Commereial Code
financing statements in any State of the United States (or any political subdivision thereof) and its
tervitories and possessions, and no further or subsequent filing, refiling, recording, rerecording,
registration or reregistration is necessary in any such jurisdiction with respect to such Collateral,
¢xcept as provided under applicable law with respect 1o the filing of continuation ststements or
with respect to obligations owing by any Governmental Authority.

(b) Each Grantor shal) ensure that fully executed sccurity agreements in the form
hereof and comtaining a description of all Collateral consisting of Intellectual Property shall,
promptly sfer request therefor by the Collateral Agent, be submitted for filing or registration as
applicsble, with the United States Patent and Trademark Office and the United Ststes Copyright
Office pursuant to 35 U.5.C. § 261, 15US.C, § 1060 or L7U.5.C. § 205 and the regulations
thereunder, as applicable, and otherwise as may be required pursuant to the laws of any other
necessary jurisdiction, to pratect the validity of and to estsblish a legal, valid and perfected
security interest in favor of the Collateral Agent (for the ratable benefit of the Secured Parties) 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, recording or registration in the United States (or any political
subdivision thereof) and its tertitories and possassions, or in any other necessary jurisdiction.

SECTION 3.03. Validity of Security Interest. The Sceurity Interest constitutes (a)
a legal and valid security interest in afl the Collataral securing the payment and performance of the
Obligations, (b) subject to the filings described in Section 3.02 above, a perfected seourity interest
in all Collateral in which a security interest may be parfected by filing a Uniform Commercial
Code financing statement in any State of the United States (or any political subdivision thereof)
and its territories and possessions pursuant 1o the Upiform Commercial Code or other applicable
law in such jurisdiedons and (c) a sccurity interest that shall be petfected in all Collateral in which
a security inrerest may be perfected upon the recsipt and recording, fiting or registration, as
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 Lien
on any of the Collateral, other than Licns 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 owned by the Grantors
free and clear of any Lien, except for Liens expressly pormittad pursumnt wo Section 6.02 of the
Credit Agreement. The Grantor has not filed or consented to the filing of () any financing
statement or analogous document under the Uniform Commereial Code or any other applicable
tawg covering any Collateral, (b) any sgreemsnt in which any Grantor pledges any Collateral or
any security agreement or similsr instryment covering any Collateral with the United States Patent
and Trademark Office or the United States Copyright Office or (¢) any agrecmont in which any
Grantor pledges any Collateral or any security sgreement or similar instrument covering any
Collateral with any foreign governmentsl, municipal or other office, which financing statement or
analogous document is still in effect, excopt, in ¢ach casc, for Liens expressly pemittod pursuent
to Section 6.02 of the Credit Agreement.

ARTICLE IV
Covenants

SECTION 4.01. Change of Name; Location of Collareral; Place of
Business. (a) Each Grantor agrees promptly to notify (but in no event later than three months
after the occurrence of any such chanpe) the Collateral Agent in writing of any change (i) in its
corporate name or in any trade name used to identify it in the conduct of its business or in the
ownsership of its properties, (ii) in the location of itk chief executive office, its principal place of
business or any office or facility at which any Significant Equipmcut 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, (iii) in ite identity or corparate structure or (iv) in its Federal Tuplyer Identification
Number. Each Grantor agrees that following any such change referred to in the preceding
sentence to make all filings under the Uniform Commercial Code or atherwise that ar¢ roquired in
order for the Collateral Ageut to continue following such change to have a valid, legal and
perfected first priotity security imserest in all Collaters] with the same priority a8 existed prior to
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such change. Each Granror agrees promptly to notify the Colisteral Agent if any matezial portion
of the Collateral owned or held by such Grantor is damaged or destroyed.

(b) Each Grantor agrees to maintain, at its own cost and expense, such complote
and accurate records with respect to the Collatersl owned by it as is consistent with its current
practices and in accordance with such prudent and stapdard practices used in industries that arc the
same as or similar to those in which such Grantor is engaged, but in any event to include complete
accounting reeords indicating all payments and proceeds received with respect to any part of the
Collateral, and, at such time of times as 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 Collateral,

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

SECTION 4.03. FProrection of Security. Bach Grantor shall, at its own cost and
expense, take anty and all actions necessary to defoud title to the Collateral agatnst all persons and
10 defend the Security Interest of the Collatesal Agent in the Collateral and the priority thereof
against any Lien not expressly permitted pursusnt to Section 6.02 of the Credit Agroement.

SECTION 4.04. Further Assurances. Each Grantor agrees, ar ite own expense, (o
execure, acknowledge, deliver and cause to be duly filed all such further instnuunents and
documents sud take all such actions as the Collateral Agent may from time to time reasonably
requast to better assurs, preserve, protect and perfect the Security Interest and the rights and
remedies created hereby, including the payment of anmy fees and taxes required in connection with
the exccution and delivery of this Agreement, the granting of the Securiry Intercst and the filing of
any {inancing statements or other documents in connection herewith or therewith.

Without limiting the generality of the foregoing, ¢ach Grantor hereby authorizes
the Collateral Agent, with prompt notice thersof to the Grantors, to supplement this Agreement by
supplementing Schedule IT, I, IV or V hereto or adding additional schedules hereto to
specitically identify any assct or item that may constitute Copyrights, Licenscs, Patents or
Trademarks; provided, however, that any Grantor shall have the right, exercisable within 10 days
after it has been notified by the Collateral Agent of the specific idemification of such Collateral, to
advise the Collateral Agent in writing of any inaccuracy of the representations and warranties
made by such Grantor hereunder with respect to such Collateral. Back Grantor sgrees thar it will
use its best efforts to take such action as shall be necessary in order that all representations and
warranties hereunder shall be true and correct with regpect to such Collateral within 30 days after
the date it has been notified by the Collateral Agent of ths specific identification of such
Coflatcral.
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SECTION 4.05. Inspection and Verification. Subject to the provisions of Section
5.07 of the Credit Agreement, the Collsteral Agent and such persons ag the Collateral Agent may
reasonably designate shsll have the right, at the Grantors’ own cost and expense, to inspect the
Collaseral, all records related thezeto (and o make ¢xiracts and coples from such records) and the
premises upen which any of the Collateral is located, to discuss the Grantors' affairs with the
officers of the Grantors and their independent accountants sud to verify under reasonable
procedures the validity, amount, quality, quantity, velue, condition snd status of, or any other
matter relating to, the Collatera), including, in the case of Accounts or Collateral in the possession
of any third person, by contacting Account Debtors or the third person possessing such Collateral
for the purpose of malsing such a verification. The Collateral Agent shall have the absolute right
to ghare any information it gains from such inspection or verification with any Secured Party (it
being understood that any such information shall be dsemed to be “Information” subject 1o the
provisians of Section 9,16 of the Credit Agreement and shall be subject to the requirements set
forth therein).

SECTION 4.06. Taxes; Encumbrances. At its option, the Collateral Agent may
discharge past due taxes, assessments, charges, fees, Licns, sscurity interests or other
encumbrances at any time levied or placed on the Collateral and not permitred pursuant 1o Section
6.02 of the Credit Agreement, and may pay for the maintenance and preservation of the Collaveral
10 the extent any Grantor fails to do 5o as required by the Credit Agresment or this Agreament,
and sach Grantor joiatly end severally agrees to réimburse the Collateral Agent on demand for any
payment made or any expease incurred by the Collsteral Agent pursuant o the foregoing
authorization; provided, however, thst nothing in this Seetion 4.06 shall be interpreted 2s 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 respact to
taxcs, 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. If st any time any Grantor shall
take a security interest in any property of m Account Debtor or any other person io secure
paymen: mud performance of an Account in excess of $500,000, which property shall bave & fair
market value in excess of $500,000, such Grantor shall promptly assign such security interest to
the Collsteral Agent, and after the ocowrrence snd during the continuation of &n Event of Default
kmown to exist by any Responsible Officer of the Parent Borrower (it being understood that such
knowiedge shall be deemed to exist upon delivery of notice of such an Event of Defankt to &
Respousible Officer by the Administrative Agent or Collsteral Agent), cach Grantor shall _
promptly assign such security interest to the Collatersl Agent with respect to mny such Account in
excess of $200,000, which property shall have 2 fair market value in excess of $200,000. Such
assignment need not be filed of public record unless necossory to continue the perfacted status of
the security interest against creditors of and transferees from the Aceount Debtor or other person
granting the security interest.

SECTION 4.08. Continuing Obligations of the Grantors. Each Grantor shall
remain liable to observe and pesform all the conditions snd obligations to be observed and
performed by it under each contract, agreement or instrument relating to the Collateral, all in
accordance with the terms and conditions thereof, and each Grantor jointly and severally agrees to
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indemnify and hold harmless the Collateral Agent and the Secured Parties from and against any
end ell Liability for such performance.

- SECTION 4.09. Use and Disposition of Collateral. None of the Grantors shall
make or permit 1o be made an assignment, pledge or hypothecation of the Collateral or shall granc
any other Lien in respect of the Collateral, except as expressly permitted by the Credit Agreement.
None of the Grantors shall make or permit to be made say transfer of the Collateral and cach
Grantor shall remain at all times in pogsession of the Collateral owmed by it, except that
(8) Inventory may be sold in the ordinary course of business and (b) unless and until the Collateral
Agent shall notify the Grantors that an Event of Default shall have ocowrred and be continuing and
thar during the continuance thereof the Grantors shall not sell, convey, lesse, sssign, transfor or
otherwise dispose of any Collateral (which notice may be given by telephone if promptly
confirmed ig writing), the Grantors may use and dispose of the Collatcral in any other lawful
manner ot inconsistent with the provisions of this Agrocment, the Credit Agreement or any other
Loan Document sad 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, cach Grantor agreey that it shall not permit any Inventory in excess of $200,000 to
be in the possession or control of any warshouseman, bailee, agent or processor at any time unless
such warehouseman, bailee, agent or processor shall have been notified of the Security [nrerest
and shall have agreed in writing to hold the Inventory subject to the Security Interest snd the
instructions of the Collateral 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 Modification 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 whatseever thereon, other then extensions,
credits, discounts, compromises or settlemunts 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 industries that aro the same as ot similar to those in which such Grantor is
engaged.

SECTION 4.11. Insurance. The Grantors, at their own expense, shall maintain or
¢csuse to be maintained insurance covering physical loss ar damage to the Inventory and
Equipment in accordance with Section 5.02 of the Credit Agreement  Each Granvor irrevocably
malces, constitutes and appoints the Collateral Agent (and all officers, employees or agents
designated by the Collateral Agent) a2 such Granter's trye and lawfiul egent (and attorney-in-fact)
for the purpose, during the continuance of an Event of Default, of making, settling and adjusting
claims in respect of Collateral under policies of insurance, endorsing the name of such Graater on
any check, draft, instrument or other item of payment for the proceeds of such policies of
insurance and for making all determinations and decicians with respect thereto. If amy Grantor at
any fime or times shall fall to abtain or maintain any of the policies of insurance required hereby
of ¢ pay any premium in whole or part relsting thereto, the Collateral Agent may, without
waiving or releasing any obligation or liability of the Grantors hereunder or aay Event of Default,
in its sole discretion, obtain and maintain such policies of insurance md pay such premium and
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1ake any other actions with respect thereto as the Collateral Agent deems advisable. All sums

disbursed by the Collateral Agent in connection with this Section 4.11, including reasonable

attomneys' fecs, court costs, expenses and other charges relating thereto, shall be payable, upon

g:ruel;nd, by the Grantors to the Collaters] Agent and shall be additional Obligstions secured
¥.

SECTION 4.12. Covenams Regarding Parent, Trademark and Copyright
Collareral. (a) Each Greator agrees that it will not, nor will it permit any of its licensees to, do
any act, or omit to do any act, whereby any 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
continue to mark any products covered by any such Patent with the relcvent patent number as
;necessary and sfficient to establish and presorve its maximum rights under applicable patent
aws.

(b) Each Grantor (either itself or tarongh its licansaes or its sublicansass) will, for
each Trademark marerial to the conduct of such Grantor's business, (i) maincain such Trademark in
full force frec from any claim of abandonment or invalidity for non-use, (ii) maintain the quality
of products and services offered under such Trademark, (iii) display such Trademark with notice
of Federal or foreign registwation to the extent necessary and sufficient to establish and preserve its
maximum rights under applicable law and {iv) not knowingly use or knowingly permit the use of
saeh Trademark in violation of any thind 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 diseribute the work
with appropriate copyright notice s necessary and sufficient to egtablish and presetve its
maximum rights under applicable copyright laws.

(d) Each Grantor shall potify the Collateral Agent immediately if it knows or has
rcason to know that any Patent, Trademark or Copyright material to the conduet of its business
may become abandoned, lost or dedicated to the public, or of any adverse determination or
development (including the institution of, or any such determination or development in, any
proceeding m the United States Patent and Trademark Office, United States Copyright Office or
any court or similar office of any country) regarding such Grantor's ownership of sny Patent,
Trademark or Copyright, its right to register the same, or to keep and maintsio the same.

" (¢) In no event shall any Grantor, either itself or through any agent, employse,
licensee or designee, file an application for any Patent, Trademark or Copyright materfal 1o the
conduct of its business (or for the registration of any such Trademark or Copyright) with the
United States Patent and Trademark Office, United Saates Copyright Office or amy office or
agency in any political subdjvision of the United States or in any other country or any political
subdivision thereof, unless it promptly informs the Collataral Agent, and, upon request of the
Collateral Agent, executes and delivers any and all agrocments, instruments, documents and
papers as the Collateral Agont may request to evidence the Collatersl Agent's secutity interest in
such Patent, Trademark or Copyright, xnd ¢ach Grantor hereby sppoints the Collateral Agent as its
sttorney-in-fact to execute and file such writings for the foregoing purposcs, il acts of such

{MYOORPD 1 S075LS 7 WREEL: 42 /12/90 - -1 - 81n)

b1 d 61E19L090% ON/TELT "L8/LE LY €0 E2 "TT (NOH) HEVHD WOE

TRADEMARK
REEL: 002642 FRAME: 0292



JL-12-2801 12:39 CHAGE COLLATERAL CONTR 713 738 2547 P.25

l4

atomney being hereby ratified and confirmed; such power, being coupled with an interest, is
irrevacabla.

(f) Each Grantor will take all necessary steps that are consistent with the practice
in any proceeding before the United States Patent 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 thereof, to maintain and pursue each application relating to
the Patenrs, Trademarks and/or Copyrights material to the condust of its business (and to obtain
the relevant grant or registrarion) and to maintain each issued Patent and cach regisiration of the
Trademarks and Copyrights that is matetial to the conduct of any Grantor’s business, including
timely filings of applications for renewal, affidavits of use, affidavits of incontestability and
paymenx of maintenance foos, and, if congistent with good business judgment, to initiate
opposition, interference and cancelation proceedings against third parties.

(2) In the event that any Grantor has resson to believe that any Collaters!
consisting of a Patent, Trademark or Copyright material to the conduet of sny Grantor's business
has been or is about to be infringed, missppropriated or diluted by a third party in & manner
reasonably expested to impair materially the value thereof, such Grantor promptly shall notify the
Collateral 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 gre appropriate under
the ¢ircumstances to protect such Collateral,

(h) Upon and during the continuance of an Event of Defauit, each Grantor shall
use its reasonable efforts 10 obtain all requisits consents or approvals by the licensor of each
Copyright License, Patent License or Trademark License to effect the assignment of all of such
Grantor's right, title and interest thercunder w the Collateral Agent or its designee.

SECTION 4.13. Acrions Requiring Approval by a Governmencal duihority.
(2) If an Event of Default shall have o¢ceurred and be continning, each Grantor shall take any
action which the Collateral Agent may request in the exercise of its rights end remedies under this
Agreement in order to ranstar or assign the Collateral to the Collateral Agent or to such one or
more third parties as the Collatera] Agant may designate, or to a combination of the foregoing. To
enforce the provisions of Article VI and this Section 4.13, the Collateral Agent is empowered to
seek from the relevant Governmental Authority, o the extent required, waivers and consents of
any involuntary transfer of control of ay Collateral subject to this Agreement for the purpoge of
seeking a bona fide purchaser to whom control will ultimatcly be transferred. Each Grantor agrees
to cooperats with any such purchaser and with the Collatcral Agent in the proparation, execusion
and filing of amy forms and providing any information that msy be necessary or helpful in
obtaining such Governmantal Authority's consent to the assignment to such purchaser of the
Collateral. The Collateral Agent scknowledges that any cnforcament of the provisions of this
Agreement are to ba in compliance with the applicable regulations of any applicable
Covernments] Authority.

®) Each Grantor shall use its best efforts to assis in obtaining waivers, consents
or approvals from the relevant Governmental Authority, if required, for any action or ransactions
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contemplated by this Agreement, including, without limitation, the preparation, execution and
filing with such Govetnmentsl Authority of the transferor's or assignor’s portion of any
applloation or applications for consent to the transfer of control or assignment necessary or
appropriate under applicable law, statute, rulés and regulations of approval of the transfer or
assignment of any portion of the Collateral.

{c) Each Grantor hereby acknowledges and agrees that the Collateral is a unique
asset and that 8 violation of any Grantor's covenant to cooperste with respect to any consents from
a relevant Governmental Authority would result ja irrcparable harm o the Collateral Agent for
which monetary damages are not readily ascertainable. Each Grantor further agrees that, because
of the unique nature of its undertaking in this pacagraph (¢), the same may be specifically
enforced, and it hereby waives, and agroes to waive, any claim or defense that the Collateral Agent
would have an adequate remedy ut law for the breach of this nndertaking,

(d) Without limiting the abligstions of each Grantor hereunder in any respect,
cach Grantor further agrees that if such Grantor, upon or after the occurrenee of an Event of
Defauls, should fail or refuse to cxecute any applications necessary or appropriate to obtsin any
consent from a relevant Governmenta] Authority necessary or appropriste for the exercise of any
right of the Collatersl Agent hereunder, such applications may be execured on such Granror's
behalf by the Collateral Ageat upon notice to such Grantor, '

(2) Inthe event that any Grantor is prohibited by any applicable law, stante, rule
or regulation from granting a Security Interest in zay of the Collateral pursuant 1o Section 2.01
hercof then so long as such prohibition is applicable, such Grantor shall not be required to granr 2
Security Interest in such Collstersl pursuant to this Agresment ‘

ARTICLEV
Power of Artorney

Each Grantor irrevacably makes, constitutes and appoints the Collateral Agem
(and all officers, smployees or agents designated by the Collatera] Agent) as such Grantor's true
and lawful agent and atforaey-in-fact, and in such capacity the Collateral Agent shall have the
right, with power of substitution for each Grantor and in each Grantor's name or otherwise, for the
use and benefit of the Collateral Agent and the Secured Parties, upon the occurrence and Juring
the continuance of an Event of Default (a) to reseive, cndorse, assign and/or deliver any and all
notes, aceeptances, checks, drafts, money arders ar other evidonces of payment relating 1o the
Collateral of any part thereof: (b) to demand, callect, receive payment of, give recelps for and give
discharges and relesases of all or any of the Collateral, (¢) 1o sign the name of any Grantor on any
invoice or bill of lading relating to any of the Collateral; () to send verifications of Accounts
Receivable to any Account Debior; (¢) to commence and prosecute any and all suits, actions or
proceedings st law or in equity in any court of competent jurisdiction to collect or otherwise
realize on all or any of the Collatersi or to enforce any rights in respect of anry Collsteral; (f) to
settle, compromise, compound, adjust or defend any actions, suits of proceedings relating to all or
any of the Collateral; () to notify, o to require sny Grantor to notify, Account Debtars to maks
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payment directly to the Coliateral Agent; and (h) to use, sell, assign, transfer, pledge, make any
agreement with respect to 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 Agrocment, as fully and completely as
though the Collateral Agcut were the absolute owner of the Collateral for all purposes; provided,
however, that nothing herein contained shall be construed as raquiring or obligating the Collateral
Agent or any Secured Party 1o make any commitment of to make any inquiry ag ro the nsture or
sufficiency of any payment recetved by the Collateral Agent or any Secured Party, or to present or
file any elaim or notice, ot to take any action with regpect to the 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 omutted to be taken by the Collateral Agent or any Secured Party with respect to
the Collatersl or any part thercof shall give rise to any defense, counterclaim or offSet in favor of
any Grantor, The Collateral Agent and the Secuged Pasties shall be accountsble only for amounts
actually received as a regult of the exercise of the powers granted to them herein, and nefther they
nor their officers, directors, employees of agents shall be responsible to any Grantor for any act or
failure to act hereunder, except for their own gross aegligence or willful misconduct. Itis
understood and agreed that the appointment of the Collateral Agent as the agent and attorney-in-
fact of the Grantors for the parposes 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 respect to the Collateral or any part thersof or
impose any obligation on the Collateral Agent or any Secured Party to proceed in any particulsar
manner with respect to the Collateral or any part thercof, or in any way limit the exercise by the
Collateral Agent or any Secured Party of any other or further right which it may have on the date
of this Agreement or herexfYer, whether hereunder, under any ather Loan Document, by law or
otherwise.

ARTICLE V]I
Remedies

SECTION 6.01. Remedies Upon Defaulr. Upon the occurrence and during the
continuance of 2n Event of Default, each Grantor agrees to deliver cach item of Collateral to the
Collatorat Agent on demand, and it is agreed that the Collateral Agent shall have the right to take
any of or all th¢ following actions at the same or different times: (&) with respect to any Collateral
consisting of Imellectual Property, on demand, to cause the Security Interest to become, to the
exzent permitted by law, an assignment, transfer and conveyance of zny of or il such Collateral
by the applicable Grantors to the Collateral Agent, or to license or sublicense, whether general,
speoial or otherwise, and whether on an cxclusive or aon-cxclusive basis, any such Coliatersl
throughout the world on such tenns and conditions and in such manner as the Collateral Agent
shall determine (other than in violation of sny then-existing licensing arrangements to ths extent
that waivers cannot be obtained), and (b) to the extent permitted by applicable law (including but
not limited to 42 U.S.C. §1395 g(c) and §1395 u(bX6) in the case of Medicmrs Accounts
Recejvable and 42 U.S.C. §1396 a(a)(32) in the case of Medicaid Accounts Receivable) with or
without legal process and with or without prior notice of demand for performance, to take
possession of the Collateza] and without lfability for trespass to enter sny premises where the
Collateral may be lacsted for the purpoe 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 applicable lew. Without limiting the generality of the foregoing, sach Grantor
agress that the Collateral Agent ghall have the right, subject to the mandatory requirements of
applicable law, to seli or otherwise dispose of all or any part of the Collateral, st public or private
sale or ot any broker's board ot on any sccuritics exchange, for cash, upon ¢credit or for future
delivery as che Collateral Agent shall desm appropriate, The Collateral Agent shall be authorizad
at any such sale (if it deems it advissble to do s0) to restrict the prospeotive bidders or purchasers
to persons who will represeat and agre that they are purchasing the Collateral for their own
account for investment aud not with s view to the distribution oc 2ale 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 Collateral so sold, subjoct to applicable Jaw relating to
assignment of Accounts Receivable ander the Madicare and Medicaid programs. Each such
purchaser at any such sale shall hold the property sold absolutely, free from any claim or righs on
the part of any Grantor, and sach Grantor hereby waives (to the extent permitted by law) all rights
of redemption, stay end appraise! which such Grantor now has or may ar any time in the future
have under any rule of law or statute now existing or hereafler enacted.

~ The Collateral Agent shall give the Gramtors 10 days' written notice (which each
Grantor agrees is reagonable notice within the mesning of Section 9-504(3) of the Uniform
Commercial Code as in effect in the State of Naw York oz its equivalent in other jurisdictions) of
the Collarcral Agent's intention to make any sale of Collateral. Such notice, in the case of & public
sale, shall state the time and place for such sale and, in the case of a sale at a broker's board oron a
securities cxchange, shall state the board or exchange at which such sale is to be made and the day
on which the Collateral, or postion thereof, will first be offered for sale at such board or exchange-
Any such public sale shall be held o such time or times within ordinary dbusiness hours and at
such place or places as the Collateral Agent may fix and state in the notice (if any) of such sale.
At any such gale, the Collateral, or pertion thoreof, (0 be sold may be sold in one los as an entirety
or in separate parcels, as the Collateral Agent may ressonably determine. The Collateral Agent
shall not be obligated to maks any sale of any Collateral if it shall determine not to do so,
regardless of the fact that notice of sale of such Collataral shall have been given. The Collateral
Agent may, without notice ar publication, adjourn aay public or private sale or cause the same to
be adjourned from time to time by announcement at the time and place fixed for sale, and such
sale may, without further notice, be made at the tims and place to which the szme was so
adjourned. In case any sale of all or any part of the Collateral is made on credit or for fumre
delivery, the Collateral 30 sold may be retained by the Collateral Ageat until the sale price is paid
by the purchaser er purchusers thereof, but the Collateral Agent shall not incur any lisbility in case
any such purchaser or purchasers shall fail to teke up and pay for the Collateral so sold and, in
case of any such failure, such Collateral may be sold again upon like notice. At any publie (or, to
the extent permitted by 1aw, private) sale made pursuant to this Section, auy Secured Porty may
bid for or purchase, free (to the extent permitted by law) from any rightoﬁedmpnog, ttay,
valuation or appraigal on the part of any Grantor (all said rights being #lso hereby waived snd
released to the extent permitted by law), the Collateral or any part thereof offered for sale sud may
maks payment on account thereof by using any Obligstion then due and payable to such Secured
Paty from any Grantor es a credit against the purchase price, and such Secured Parry may, upon
compliance with the terms of sale, hold, retain and dispose of such property without further
accountability to any Grantor therefor. For purposes hervof, a written sgroemeat to purchase the
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Collateral or any portion thereof shall be treated as & sale thereof; the Collateral Agent shall be
free to carry out such sale pursuant to such agrecment and no Grantor shall be catitled to the return
of the Collateral or any portion thereof subject thereto, notwithstanding the fact that aftor the
Collateral Agent shall have enteted into such sn agreemeat ali Events of Default shall have bean
remedied and the Obligations paid in full. As an altemnative to exercising the power of gale herein
conferred upon it, the Collateral Agent msy proceed by a suit or suits st [aw or in equity to
foreclose this Agreement and to scll the Collatzral or any portion thereof pursuent to a judgment

of decree of & court or courts having competent jurisdiction or pursusnt to s proceeding by a court-
appointed receiver.

SECTION 6.02. Application of Proceeds. The Collsteral Agent shall spply the

proceeds of any ¢ollection or sale of the Collateral, 2s well as any Collateral consisting of cash, as
follows:

FIRST, 1o the psyment of all ressonable costs and expenses incurred by the
Administrative Agent or the Collateral Agent (in Its capacity as such hereunder or under
any other Loan Documeat) in connection with such collection or sale or otherwise in
counsction with this Agreement or any of the Obligations, Including all court costs and
the fees and expenses of its agents and legal counsel, the repsyment of all sdvances made
by the Collatersl Agent hereunder or under any other Loan Document on behalf of any
Grantor and any othar ressonable-costs or expenses incwrred in conneetion with the
exercise of aay right or remady hersunder or nnder ary other Loa Document;

SECOND, ta the payment in full of the Obligations (the amounts so spplied to be
digiributed among the Secured Parties pro rata in accordance with the amonnts of the
Obligations owed to them on the date of any such distribution); and

THIRD, to the Grantors, their successars or assigns, or as a court of comperent
jurisdiction may otherwise direct.

The Collateral Agent shall have absolute discretion as to the thne of application of any such
proceeds, moneys or balances in accordance with this Agreement. Upon any sale of the Coilateral
by the Collateral Agent (including pursuant to a power of sale granted by stahte or under a
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 50 sold snd such purchaser or
purchasers shall not be obligated to see 1o the application of any par of the purchase money paid
over to the Collaterat Agent or such officer or be answerable in any way for the misapplication
thereof

SECTION 6.03. Grant of License to Use Intellectual Property. For the purpose
of enabling the Collatoral Agent to exercise rights and remedies under this Article at such time as
the Collateral Agent shall be lawfilly entitied to exercise such rights and remedies, each Grantor
hereby grams to the Collateral Agent an irrevocable, non-exelusive license (exercisable without
payment of royalty or other compensation to the Grantors) to use, license or sub-license any of the
Collatera] consisting of Intellectual Property now owned or hereafter soquired by such Grantor,
and wherever the sume may be located, and including in such license reasonable access to all
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media in which any of the licensed items may be recorded or stored and to all computer software
and programs used for the compilation or printout thereof. The use of such license by the
Collateral Agent shall be exercised, at the option of the Coliateral Agent, upon the oceurrence and
during the continuaticn of an Event of Defaglt; provided that axy liccnse, sub-license or other
tranzaction entered into by the Collareral Agent in accordance herewith shall be binding upon the
Granvors notwithstanding any subsequent cure of an Event of Defauit

ARTICLE VII
Miscellaneous

SECTION 7.01. Notices. All commwunications and notices hercunder shall
(except as otherwise expressly permitted herein) be in writing and given as provided in Section
9.01 of the Credit Agreement. All communieations end notices hereunder to any Guarantor shall
be given to it ar the address or telecopy number of the Parent Borrower.

SECTION 7.02. Security Interest Absolure. All rights of the Collateral Agent
hereunder, the Security [nterest and all obfigations of the Grantors hercunder shall be absolute and
uneonditional irrespective of (a) any lack of validity or enforceability of the Credit Agrezment,
any other Loan Document, any agrecmont with respect w any of the Obligations or any other
agreement or instrument relating 1o any of the forcgoing, (b) say change in the time, manner or
place of payment of, or in any other term of, all or any of the Obligations, or any other amendment
or waiver of or mny consent to any departure from the Credit Agrecment, any other Loan
Document or any other agreement or instrument, {¢) aay sxchange, release or non-perfection of
any Licn on other collateral, or any releage or amendment or waiver of or consent under or
depurture from any guarantse, sceuring or guarantseing all or any of the Obligations, or (d) any
other circumstance that might otherwise constitute a defense available to, or a discharge of, suy
Grantor in respect of the Obligations or this Agreement (other than the indefeasible psyment in
full of the Obligations).

SECTION 7.03. Survival of Agreement. All covenants, agreements,
representations and warranties made by any Grantor herein and in the certificates or other
instrumnents prepared or delivered in connection with or pursusnt to this Agreement shall be
» considered 1o bave been relied upon by the Secured Parties and shall survive the making by the
Lenders of the Loans, and the execution and delivery to the Landers of mny notes evidencing such
Loans, regardiess of any investigation made by the Lenders or on their behalf, and shall continue
in full force and effect until this Agreement shall terminate,

SECTION 7.04. Binding Effect; Several Agreement. This Agreemeat shall
become effective ag to sy Grantor when a covnterpart hereof executed on behalf of such Grantor
shall have been delivered to the Collsterel Agent and a countcrpert heroof shall have been
executed on bohalf of the Collaters] Agent, and thereafter shall be binding upon such Grantor and
the Collateral Agent apd their respective successors and assigns, and shall inure to the benefit of
such Grantor, the Collateral Agent and the other Secured Parvies and their respective snecessors
and assigns, except that no Grantor shall have the right to assign or transfer its rights or
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obligations hereuader or any interest herein or in the Collateral (and any such assigrument or
wransfer shall be void) except a8 expressly contemplated by this Agreement or the Credit
Agreement, This Agreement shall be construed ss s separate agreement with respect to each
Grautor and may be amended, modified, supplemented, waived or relessed with respect to any
Grantor without the approval of any other Grantor and without affecting the obligations of any
other Grantor herounder.

SECTION 7.05. Successors and Assigns. Whenever in this Agreement any of the
partics hersto is referred (0, such raference shall be deemed to include the successors and sssigns
b of such party; and all covenants, promisss and agreements by or on behalf of any Grantor or the

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

SECTION 7.06. Collareral Agent's Fees and Expenses; Indenmificarion,
(2) Each Grantor jointly and severally agrees to psy upon demand to the Collateral Agene the
amount of any and all reasonsble expenses, including the reasonsble fees, disbursements and other
charges of its counsel and of any experrs or agents, which the Collateral Agent may incur in
connection with (i) the adminisration of this A gresment, (ii) the custody or prescrvation of, or the
sale of, collection from or other realization upen any of the Collateral, (iii) the exercise,
enforcement of protection of any of the rights of the Collateral Agent hereundcr or (iv) the failure
of any Grantor to perform or obsetve any of the provisions hereof.

(b) Without limitation of its indemnification obligations under the other Loan
Documents, cach Grantor jointly and severally agrees to indemaify the Colietersl Agent and the
other Indemnitecs agsinst, and hold each of them harmiess from, any and all losses, claims,
damages, liabilities and related expenses, including reasonable fees, digbursements and other
cherges of counsel, incurred by or asserted against any of them arising out of, in any way
connected with, or as a result of, the execution, delivery or performance of this Agreement or any
¢laim, litigatian, investigation or proceeding relating hereto or to the Collsteral, whether or not
any Indewmitee is a party thereto; provided that such indemnity shatl not, as to any Indemnites, be
availablc to the extent that such losses, clairns, damages, liabilities or related expenses are
determined by a court of competent jurisdiction by final &nd nonsppealsble judgment to have
resulted from the gross negligence or willful miscondnct of such Indemnitee.

. (c) Any such amounts paysble a3 provided hereunder shall be addirional Obliga-
tons secured bereby and by the other Security Documents. The provisions of this Sectlon 7.06
shall remain operative and in full force and effect regardicss of the termination of this Agreement
or any other Loan Document, the consummation of the transactions contemplated bhereby, the
repayment of ary of the Loans, the invalidity or unenforceability of any verm or provision of this
Agreement or any other Loan Document, or any investigation made by or on behalf of the
Collateral 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.

[HYCOREI : SOTFLE, T WEC22:02/12/99-~1:412)

12 4 61E1PL09ZF ON/1€5 L1 "18/0p L1 10 £T LT (NOW) ASVHD WOud

TRADEMARK
REEL: 002642 FRAME: 0299



JUL=-12-2081 12:43 CHASE COLLATERAL CONTR 713 758 2547 F.32

21

SECTION 7.08. Waivers; Amendmens. (3) No failure or delay of the Collateral
Agent in exercising any power or right hereunder shall opecans 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 Turther exercise thereof or the
exercise of any other right or power. The rights and remedies of the Collsteral Agent hereunder
and of the Collateral Agent, the Issuing Banks, the Administrative Agent and the Lenders under
the other Loan Docurnents are cumulative and are not exclusive of amy rights or remedies that they
would otherwise have. No waiver of any provisions of this Agreement or axy other Loan
Document or consent to any departure by any Grantor therefrom shall in sy event be effective
unlcss 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 givens. No notice to or
demand on any Granter in any case shall entitle such Grantor or any other Grantor 10 any other or
further notice or demand in similsr or other circumstances.

(b) Neither this Agreement nor any provision hereof may be waived, amended or
modifled except pursumt © an greement or agreements in writing entered into by the Collaseral
Agent and the Grantor or Grantors with respect to which such waiver, amendment or modification
is to apply, subject o any congent required in accordance with Section 9.08 of the Credit
Agtcoment, :

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 QTHER LOAN DOCUMENTS. EACH PARTY HERETO (A) CERTIFIES
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED TO SUCK PARTY, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEX TO ENFORCE THE
FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT HAS BEEN INDUCED TO
ENTER INTC 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. Severabiliry, In the ovent any one or more of the provisions
- contained in this Agreement should be held invalid, illegsl or unenforcesblo in ay respect, the
validity, legality and enforceability of the remaining provisions contained herein shall pot in any
way be affected or impaired thereby (it being understood that the invalidity of a particular
provision in a particular jurisdiction shail not in and of itsclf affect the validity of such provision
in sny other jurisdiction). The parties shall cndeavor in good-faith negotiations to replace the
invalid, illegal or unenforceable provisions with valid provisions the economic cﬂ‘m of which
comes as closc as possible to that of the invalid, illegal or unenforcenble provisions.

SECTION 7.11 Counterparts. This Agresment may be executed in two or more
counterparts, each of which shail constitute an original but sll of which when taken together shall
constitute but one contract (subject to Section 7.04), and shall become effective as provided in
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Section 7.04. Delivesy of an executed signature page to this Agreement by fscsimile transmission
shall be effective as delivery of a 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 Agreement and are not to affect the construction of,
or to be taken into consideration in imerpreting, this Agreement.

SECTION 7.13. Jurisdiction; Consen 1o Service of Process. (a) Each Grantor
hereby imrevocably and unconditionally submits, for itself and its property, to the nonexclusive
Jurigdiction of any New Yark State court or Federal court of the United Statey of America sitting
in New York City, 2nd any appellate court from any thereof, in sny action or proceeding arising
out of or relating to this Agreement or the other Loan Documents, or for recognition or
eaforcement of any judgment, and cach of the partics hereto hereby irrevocsbly and
unconditionally agress that all claims in respect of any such action or proceeding may be heard
and determined in such New York State of, to the extent pemmitted by law, in such Federal court.
Each of the parties hereto agrees that a final judgment in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other
manuer 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 Landsr may
otherwisc have to bring any action or procecding relating to this Agreement or the other Loan
Documents againgt any Grantor or its properties in the couns of any jurisdiction.

(b) Each Grantor hereby trrevocably and unconditionally waives, to the fullest
extent it may legally and sffectively do 30, any objection which it may now or hereafter have to
the tsying of venue of any suit, action or proceeding arising out of or relating to this Agreement or
the other Loan Documents in any New York State or Federal court. Each of the pacties hereto
hereby imrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient
forum ta the maintenance of such action or proceeding in any such court.

(c) Each party to this Agreemant irrevocably consents to service of process in the
manner provided for notices in Section 7.01. Nothing in this Agreement will affect the right of
any party to this Agreement to serve process in sny other manner permitted by law.

SECTION 7.14. Termination. This Agreement and the Security Interest shall
w terminate when all the Obligations have been indefeasibly puid in full, the Lenders have no further
commitment 10 lend, the L/C Exposure has been reduced to zero and the Issuing Banks have no
further commitment to issue Letters of Credit under the Credit Agreement, at which time the Col-
latcral Agont shall execute and deliver to the Grantors, ot the Grantors' expense, all Unifarm
Commercial 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 docusnents pursuant to this Section 7.14 shall be without recourse to or warranty by
the Collateral Agent. IF all of the capital stock of 2 Grantor, or any of the Collateral provided by 3
Grantor under this Agreement, is sold, transferred or otherwise disposed of to a person that is not
an AfEliste of any Borrower pursuant to 3 transaction permitted by the Credit Agreoment, or if all
of part of the capital stock of a Grantor is sold, trangfesred, or otherwise disposed of in 2 Permitted
Non-Guarantor Transaction or a Permitred Non-Control Investment, or upon the effectivencss of
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any written consent to the relesse of the security interest granted hereby in such Collatersl
pursuant to Section 9.08(b) of the Credit Agreement, or if 2 Grantor becomes subject to any
applicable law, regulaton. rule, order, approval, license or restriction lssued or Imposed by a
Governmental Authority that would be violated by suech 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 obligarions under this Agreement, or such Collateral shall be released from the
pledge and security intercst granted by this Agreement, as the case may be, in any case without

' SECTION 7.15. Additional Granrors. Pursuant 1o Section 5.11 of the Credit

Agreement, certain wholly-owned Domestic Subsidiaries of the Parent Borrower are required to
coter into this Agreement as a Grantor. In addition, any other Subsidiaries of the Parent Borrower
may, at their sole discretion, elect to 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 become a Grantor hereunder with the same force and effect as if
ong:_mtly named as a Grantor herein, The execution and delivery of any such instrument shail not
recuure the consent of any Grantor hereunder. The righis and obligations of each Grantor
hereunder shall remain tn ful! force and effect notwithstanding the addition of any new Grantor as
& paxty to this Agreement.
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IN WITNESS WHEREOF, the partiex hereto have duly executed this Agrecmen
as of the day and year first above written. P aly : ‘

MAGELLAN HEALTH SERVICES, INC,,

by l \k ?., ,,9'/,9 , J

%‘t{n?: Jamés R. Bedanbaugh
€. senier Vice Presidenr 5 Treasurer

5 EACH OF THE GRANTORS LISTED ON
SCHED! A TO

Name: rlotte A, Sanfor
Title: Treagurer . Assiatant Preasurez or as
Director

EACH OF THE GRANTORS LISTED ON
HERETOQ,

SCHEDULE I-B
by \ f\.‘( /)“P‘~. /{
Name: ames X. enbaugh -
Title: 'rr‘q‘a-surer
Swom to before me this u'j‘dny of
February, 1998
- L
Notary Publie
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THE CHASE MANHATTAN BANK,

a5 Collater:

Swor to before me this 1™ day of

F 99
t (?\x;\\\ﬁ(\!\}\

Yotll‘y Public

" SONIA ROBERTSON
Netary Public, State of New York
No. 61RQ5070588

Qualified in Kingg Cou
Cerntiticats Flled In Naw York County
Caommission Bxplres Dee, 23, 1998

Signuture page to the Security Agreement
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t,

e

Laure B. Perper

Vies Prasicent

TSVED WOUE

TRADEMARK
REEL: 002642 FRAME: 0304



