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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)

Inroads Behavioral Health Services of Texas, L.P. Name: [PMorgan Chase Bank (£/k/a The Chase
6950 Columbia Gateway Drive, Suite 400 internal Manhattan Bank), as Collateral Agent
Columbia, MD 21046 Address:
G Individual(s) [k Association
) e . Street Address:_270 Park A
(¥ General Partnership CE Limited Partnership A avenne
i Corporation-State City:_ New York State:_NY Zip:_10017
[ Other [k Individual(s) citizenship
[ Association
Additional name(s) of conveying party(ies) attached? %Yes @ No q General Partnership,
3. Nature of conveyance: [ Limited Partnership
Lk Assignment Lk Merger W} Corporation-State A
¥l Security Agreement [k Change of Name [} Other ,
; if assignee is not domiciled in the United States, a domestic
% Other representative designation is attached: G ves [ No
. R {Designations must be a separate document from assignment)
Execution Date: 2/12/1998 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})

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: ........cc.ccoeeniiiiiniiinnn,
Name: Penelope Agodoa 7
: - b
7. Total fee (37 CFR3.41). ....cooovvree.... $ fa) -

Internal Address: Federal Research Corporation
C¥ Enclosed

[k Authorized to be charged to deposit account

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

Suite 920

State:_DC Zip: 20003 (Attach duplicate copy of this page if paying by deposit account)
DO NOT USE THIS SPACE )

City: Washington _ _

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 q%‘/\ z( 12/17/2002

Name of Person Signing Signature Date
\ Total number of pages including covar sheset, attachments, and document:

Mal documents to be recorded with required cover sheet information to:

01/“/2003 GTMII 000«)053 22“170 Commissioner of Patent & Trademarks, Box Assignments
Washington, D.C. 20231
01 FC:8521 40,00 0P

02 FC:8522 23.00 0P

\ TRADEMARK
REEL: 002642 FRAME: 0404



-m-ﬁH nm‘mxofHL
JO SOABS P[EdH
[eJotARyPg speotu] L6/6T/Y YE1850°C "SIOLDS 3ed YIS TelolARTRY - TF SAVOUNI
.m-\H am&xo/HL
JO S0UBS edH
[elo1AeYpg speoxdy 66/61/01 0L1'88C°C "SIOTAIRS 3Ied e [elolARYRY — TF (AINO NOISAA)
SIIAIIG/SPO0D)
FELTIYG) 3Je( UoNEIISIzoY Tqumy UoNEAISIZY $3)SSE[) AT

1 3Mpayds

TRADEMARK
REEL: 002642 FRAME: 0405



JUL-12-28@1 12:33 CHASE COLLATERAL CONTR 713 75@ 2547 P.12

/

SECURITY AGREEMENT dated 1s of February 12, 1998,
among MAGELLAN HEALTH SERVICES, INC., a Delaware
corporanion (the “Parent Borrower™), each subsidiary of the Parent
Borrower listed on Schedule I hereto (each such subsidiary individuatly a
“Guarantor” md collectvely, the “Guarantors™ the Guarantors and the
Parent Borrower are referred 1o collectively herein as the “Gramtors™) and
THE CHASE MANHATTAN BANK, a New York banking corporation
(“Chase™), as coliateral agent (in such capacity, the “Collateral Agent™)
for the Secured Parties (as defined herein),

Reference is made to (a) the Credit Agreement dated as of February 12, 1993 (as
amended, supplementsd or otherwise modificd from time to time, the “Credir Agreemeny™), among
the Parent Borrower, Charter Behaviors) Health System of New Mexico, In¢., a New Mexico
corporation, Merit Behavioral Care Corporation, a Delaware corporation, apd the other subsidiary
borrower(s) from time to time that became 2 party thereto (the “Subsidiary Borrowers”, and
collectively with the Parent Barrower, the “Borrowers™), the lenders from time to time party
thercto (the “Lenders™), Chage, 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 narfonat
banking association, 29 syndication agent for the Lenders and as au issuing bank (in such capacity,
an “Jssuing Bank™), and Credit Lyomnais New York Branth, a licensed branch of a bank organized
and existing under the laws of the Republic of France, as documentation agent for the Lenders and
85 an issuing bank (in such capacity, an “fssuing Bank”, and together with Chase and First Union
National Bank, each in its capacity as an Issuing Bank, the “Jssuing Banks™), and (b) the
Guarantee Agreement dated as of February 12, 1998 (as amended, supplemented or otherwise
medified from time to time, the “Guarantee Agraerient™), among the Guarantors and the
Collataral Agent.

The Lenders have sgreed to make Loans to the Borrowers, and the [ssuing Banks
have agreed to issne Letters of Credit for the account of the Borrowers, pursuant to, and upon the
terms and subject to the conditions specified in, the Credit Agreement The Borrowers have
agreed that the Loans and the other Obligasions (as defined below) shall be joint and scveral
obligations of the Borrowers pursusnt to the Credit Agrcement. Each of the Guarantors has agreed
to guarantes, among other things, all the obligations of the Borrowers under the Credit Agreement.
The obligations of the Lenders to make Loans and of the Issuing Banks to issue Letters of Credit
are conditioned upon, among other things, the exccution and delivery by the Grantors of an

- agreement in the form hereof, to secure (s) the due snd punctual payment of (i) the principal of
and premium, if any, and itterest (including intsrest secruing dufing the pendency of any
bankruptey, insolvency, receivership or other similar proceeding, regardiess of whether allowed or
aliowable in such proceeding) on the Loans, when and as due, whether ar maturity, by
acceleration, upon one or mere dates set for prepayment or otherwise, (ii) each payment required
to be made by any Bortower under the Credit Agreement in respect of any Letter of Credit, when
and az dus, including payments in respect of reimbursement of disbursements, intervst thereon and
obligatons to provide cash collateral and (iii) all other monetaty obligations, including fetf‘s. costy,
expenses and indemnities, whether primary, secondary, direct, contingent, fixed or otherwise
(including monetary obligations incutred during the pendency of any bankruptey, insolvency,
receivership or other similar proceeding, regandless of whether allowed or allowable in such
proceeding), of any Borrower to the Secured Paties under the Credit Agroement and the other
Loan Documents, (b) the due and punctual performance of all covenants, agreements, obligations
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and liabilities of the Borrowers under or pursuent to the Credit Agreement and the other Loan
Dacuments, (¢) the due and punctal paymeant and parformance of all the covenants, agreements,
obligations and lisbilities of each 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
Bormowers under each Interest Rate Prowction Agreement catered into with any coumerparty that
was a Lender at the time such Inxcrest 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™).

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

ARTICLEI
Defintiions

SECTION 1.01, Definision of Terms Used Herein. Unless the context otherwiss
requires, all capitalized terms wsed but not defined herain shall have the meanings set forth in the
Credit Agreement.

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

“Account Debtor’” shalt mean smy person who Is or who may becomie obligated to
any Grantor under, with respect 10 or on account of an Account.

“Accounts” shall mean sny and all right, title and interest of any Grantor w0
payment for goods and services sold or leased, incleding any such right evidenced by chattel
paper, whether due or to become due, whether or not it has been eamed by performance, and
whether now or bereafter scquired or arising in the firture, including accounts reccivable from any
other Grantor or any Affiliate of any Grantor.

“dccounts Receivable™ shal) mean sll Accounts and all right, title and interest in
- any returned goods, together with all rights, titles, secusities sud gusrantess with respect thereto,
mcludmg any rights to stoppage in transit, replevin, reclamation and resules, and all related
secunty interests, liens and plcdges, whether voluntary or involuatary, in cach case whether now
existing or owned or hereafter arising or acquired.

“Cellareral” shall meap all (3) Accounts Receivable, (b) Documents,
(c) Equipment, (d) General Intangibles, (¢) Inventory, () Investnent Property and (g) Procosds.
The term “Collateral” shall not include any of the abuve items that are subject to restrictions as to
the graneing of licas th.emon ot assignments thereof pursuant to agrecments described on Schedule
VI
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“Commadity Account” shall mean an account maintained by 3 Commodity
Intermediary in which a Commodity Contract is carried out for 2 Commodity Customaer.

“Commodity Conrract” shall mean & commodity futures contract, an option on a
commodity futures contract, 2 commodity option or any other contract that, in each case, is (a)
traded on or subject to the rules of a board of trade that has been designated as a contract market
for such a contract pursuant to the federal commoditics laws or (b) traded oa 2 foreign commodity
board of trade, exchange or market, and is carried on the books of & Corameodity Intermediary for a
Commodity Customer.

‘ “Commodity Customer” shall mean 2 person for whom a Commodity
Intermediary carries & Commodity Contract on its books.

“Commodiry Inrermediary” shall (a) a person who is registered as 2 futures
commission merchant under the federal commodities Iaws or (b) 2 person wha in the ordinary
course of its business provides clearance or settlement services for 3 board of wade that has been
designated as a contract market pursuant to federal commodities laws.

“Copyright License™ shall mean any written agrocment, now or hereafter 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 hersafter owned by any third party, and all rights of suck
Grantor under any such agreement.

“Copyrights” shall mean sll of the following now owned or hercafier acquired by
any Grantor: (a) all copyright rights in any work subject to the copyright laws of the United States
or any other country, whether as author, assignee, ransferce or otherwise, and (b) all registrations
and applicarions for registration of amy such copyright in the United States or any other country,
including registrations, recordings, supplemental registrations and pending applications for
regigtration ity the United States Copyright Office.

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

- “Documents” shall mean all insoruments, files, records, ledger sheets and
documents coveriag or relating 10 any of the Collateral.

“Equipment” shall mean sll squipment, fumitere and furnishings, and all tangible
personal property similar to any of the foregoing, inciuding tools, parts and supplics of every kind
and description, and all improvements, accessions or sppurtenances thereto, that are now or
hereaficr owned by any Grantor. The term “Equipment” shall not include jtams that are or are to
became Fixtures. For pusposes of Article [If snd IV 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 required to be registered pursumt to state or faderal title or lien registration statutes,
other than the [Iniform Commercisl Cods,
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“Financial Asser” shall mean, except as otherwise provided in Section 8-103 of
the Uniferm Commercial Cods, (n)a Security, (b) an obligation of a person or a share,
participation or other interest in a person or in property or sn entesprise of a person, which is, or is
of a type, dealt in or traded on firencial markets, or which is recognized in any area in which it i3
issusd or dealt in 23 a medium for investment or (¢) any property that is held by a Securities
Intermediary for another person in a Securitics Account if the Securities Intermediary has
expressly agreed with the other person that the property is to be weated a5 a Financial Asset under
Article 8 of the Uniform Commetcial Code. As the context requires, the teym Financial Asset
shall mean either the interest itself or the means by which 8 person's claim to it is cvidenced,

including a certificated or uncertificated Security, a certificate representing a Security or 2
Security Entitlement.

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

. *“General Intangibles” shall mean all astignable choses in action and canses of
action and all other assignable intangible personal property of any Grantor of every kind and
nature (other than Accounts Receivable) now owaed or hereafter scquired by any Grantor,
including corporate or other business fecords, indemnification claims, contract rights (including
rights under leases, whether cntered into as lessor or lessee, Interest Rate Protection Agreements
and other agreements), Intellectusl Propesty, goodwill, registrations, franchises, tax refund claims
and any letter of credit, guarantee, claim, security interest or other security held by ar granted to
any Grantor to secure payment by an Account Debtor of any of the Accounts Receivable.

“Yntellectual Properry” shall mean all intellectual md similar property of any
Grantor of every kind and nature now swned or hereafter scquired by any Grantor, in¢cluding
inventions, designs, Patents, Copytights, Licenses, Trademarks, trade secrets, confideatiul or
proprictary technical and business information, know-how, show-how or other data or
information, software and datsbases and all embodiments or fixations thersof and related
documentation, registrations and franchises, and ali additions, improverncnts agd accessions to,
and books and records deseribing or used in connection with, any of the foregoing.

“Irventory” shall mean sl goods of any Grantor, whether now owned of hereafter
acquired, heid for salc of lease, or furnished or to be fumished by ay Grantor under contracts of
servite, of consumed in any Grantor's business, including raw materials, intermediates, work in
process, packeging materiale, finished goods, semi-finished inventory, scrap inventory,
manufacturing supplies and spare parts, end all such goods that have been reamed 1o or
repossessed by or on behalf of any Granior.

“Investment Property” shall mean all assignable Securities (whether certificated
of uncertificated), Security Entitlements, Securities Accounts, Commodity Contracts and
Commedity Accounts of any Grantor, whether now owaed or hercafter acquired by any | Grantor;
provided, however, that for parposes of this Agroemext, the term “Investment Property shall not
be deemed to mean or include (a) the capital stock of sny Subsidiary obtained in the ﬁ.ltlll’? by any
Grantor that is sither (i) 8 Wholly-owned Domestic Subsidizry that is not & Guarantor and is not
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required 1o be a Guarantor pursuant to Section 5.11 of the Credlt Agreement or (i) a8 Specified
Entity, (b) more than 65% of the issued and cutstanding shares of stack of any Forelgn Subdsidiary,
(c) any of the issued and outstanding shares of stock of Societe Anonyme de la Metatrie, or (d) 1o
the cxtent that applicable law requires that a Subsidiary of sny Grantor issue directors’ qualifying
shares, such qualifying shares.

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

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

“Parenr License” shall mesn any written agreement, now or hereafber in cffect,
granting to any third party any right to make, use or s¢ll apy invention on which & Patent, now or
hereafter owned by any Grantor or which auy Grantor atherwise bas the right w license, is in
exigtence, or granting to any Grantor any right to make, use or sell any invention oa which a
Patent, now or hereafter owned by any third party, is in existence, and all rights of any Grantor
under any such agreement.

“Patents” shall mean all of the followintg aow owned or hereafter acquired by any
Grantor: (a) all letters patent of the United States or any other country, all registrations and
recordings thereof, and all applications for jetters patent of the United States or any other country,
including registracions, recordings and pending applications in the Ugnited States Patent and
Trademark Office or any similar offices in any other country, including those listed on Schedule
IV, and (b) all reissues, continuations, divisions, continuations-in-part, ronewals or exrensions
thereof, and the inventions disclosed or elsimed therein, including the right to make, use ad/or
scll the inventions disclosed or claimed therein,

“Parfecrion Certificate” shall mean a certificate substantislly in the form of
Annex | hereto, completed and supplemented with the schedules and attachments contemplated
- thereby, and duly executed by a Financial Officer of the Parent Borrower.

“Proceeds™ shall mean any cash, cash accounts or other consideration reccived
from the sale, exchange, license, lease or other disposition of any asset or property that constitutes
Collateral, any, valuc received as a consequence of the possession of any Collateral and any
payment received from any ingurer or other person or 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 assignablc, (a) sll cash and negotiable
instruments received by or held on behalf of the Collateral Agent pursuant to cash sccounts,
conceatration accounts or disbirsement accounts referred to in Sestion 5.12 of the Credit
Agreement, (b) sny claim of any Grantor against any third pasty for (and the right 10 sue and
recover for and the rights to damages or profits duc or accrucd atising out of or in connection
with) (i) past, present or future infringement of any Patent row or hereafier owned by any Grantor,
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or licensed under & Patent License, (ii) past, present or future inftingement or dilution of any
Trademark now or hereafter owned by any Grantor or licensed under a Tradomark License or
injury to the goodwill associated with or symbolized by any Trademark now or hereafter ownad
by any Gramtor, (iii) past, present or future breach of any License and (iv) past, present or future
infringement of any Copyright now or hereafter owned by any Grantor or licensed under a
Copyright License and (¢) apy and all other amounts from time to time paid or payable under or in
connsection with any of the Collateral.

“Secured Parties” ehall 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 Barrower if such counterparty was a Lender at the time the Interest
Rats Protection Agreement was entered into, (f) the beneficiarios of each indemnification
obligation undertaken by any Granior under any Loan Document and (g) the successors and
assigng of each of the foregoing.

“Securifies” shall mean, ¢xcept as otherwise provided in Section 8-103 of the
Uniform Commereisl Code, any obligations of an issuer or any shares, participadons or other
interests in an issuer or in property or an enterprise of an issuer which (a) are represented by 2
certificate representing « security 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, (b) are one of a
class or series or by its terms is divicibla into a clags or carfes of shateg, participations, interests or
obligations and (c)(i) are, or are of a rype, dealt in or traded on securities exchanges or securities
markets or (it) are a medium for investment and by their terms expressly provide that they are a
security governed by Asticle 8 of the Uniform Commerciat Code.

“Securities Accouns” shall mean an sccount to which a Financial Asset is or may
be credited in accordance with an agreement under which the person maintaining the ascount
undertakes Lo treat the person for whom the account is mamrained as eatitled to exereise rights
that comprise the Financial Asset.

“Scourity Enritlements” shall mean the rights aad property interests of an
Entitlement Holder with respeet 1o a Financial Asset specified in Past 5 of Article 8 of the Uniform
Commercial Code.

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

“Security Intermediary” shall mean (a) a clearing corporation or (b) a psrgon,
including a bank or broker, that in the opdinary course of its business mainatains securitics accounts
for others and ig acting in that capacity.

“Significant Equipment’” shall mean an item or piece of Equipment or a related
groap of items or pieces of Equipment with an aggregate £air market value of mors than $200,000.

“Trademark License” shall mean any written agreemeant, now or hereafier in
cffect, granting to any third party any righttouseunyTndmuknowor_hmaﬁerownedbym
Grantor or which any Grantor otherwisc has the right to licensc, or granting to any Grantor any

{NYGORED : 507348, 7 1 VHCRZ:02/12/90~-1; 42al

L d 6VETTL09ZY ON/TE:LT 18/ LT L0 L T1 (NOW) ASYHD W0ui

TRADEMARK
REEL: 002642 FRAME: 0411



JUL-1d=dl 17 5k CHRSE COLLATERAL CONTR 713 758 2347 P.18

.

right to use any Trademark now or hereafier owned by any third perty, and all rights of any
Gransor under any such agreement.

“Trademarks™ shell mean all of the following now awned or heresfter acquired by
any Grantor: (a) all uademarks, service marks, trade names, corporste names, company pames,
business names, fctitious business names, trade styles, trade dress, logos, other source or business
identifiers, designs and gencral intangibles of Like sature, now existing or hereafter adopted or
acquired, all registrations aad recordings thereof, and all registration and recording applications
filed in connection therewith, including registrations and registration applications in the United
States Patent and Trademark Office, any State of the United States or any similar offices in any
other country or any political subdivicion thereof, and all extensions or renewals thersof,
including those listed on Schedule V, (b) all goodwill associated therewith or symbolized thereby
and (c) all other assets, rights and interests that uniquely reflect or embody such gocdwill,

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

ARTICLE T
Securiry Interess

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,
gets 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 security interest
in, all of such Graator's right title and intarest in, to and under the Collateral (the “Security Inrer-
ex£”). Without limiring the foregoing, the Collateral Agent is hereby suthorized to file onc or
more financing statements, continuation statements, filings with the United States Patent and
Trademark Office or United Stares Copyright Office (or my successor office or sny similar office
in any other country) or other documents for the purpose of perfecting, confinming, continuing,
enforcing or protecting the Security Interest granted by cach Grantor, without the signature of any
Granior, and naming any Grantor or the Grantors a3 debtors and the Coltateral Agent as secured
party.

SECTION 2.02. No Assumption ¢f Liability. The Security Interest is granted as
security only and shall not subjeet the Collateral Agent or sny other Secured Party 10, or in any

way alter or modify, any obligation or liability of sy Grantor with respect to ar arising out of the
Collateral.
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ARTICLEINl
Representations and Warranties

The Grantors jointly and severally represent and warrant to the Collateral Agent
and the Seecurad Parties that:

SECTION 3.01. Tirle and Awthority. Esch Granvor 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 anthority to grant to the Collsteral Agent the Security Interest in
such Collateral pursuant hereto and to excowre, 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 approve! which has been obtained except that (i} certain waivers and consents of
other persons may be required by contract or by law to make effective grants pursuant to Section
.03, and (i1) assignments of Accounts Receivable arising under ths Medicare and Medicaid
programs and the exercise of certuin remedies with respeet to such Accounts Recejvable are
subject to restrictions and limications under 42 U.S.C. §1395g(c), 42 U.S.C. §1395 w(bX6) end
42 U5.C. §1396a(a)32).

SECTION 3.02. Filings. (a) The Perfection Certificaze hes been duly prepared.
completed and executed and the information sct forth therein is correst and complete in all
material respects. Fully executed Uniform Commercial Code finmneing statements, a9 applicable,
containing a description of the Caoflateral have been delivered to the Collaeral Agent for filing in
¢ach povernmental, municipal or other office specified in Schedule 5 to the Perfeetion Certificate,
which are all the filings (other than filings sequired 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 Collateral consisting of United States Patents, Trademarks and Copyrights) that are necessary to
publish notice of and protect the validity of and to cstablish & legal, valid and perfected security
interest in favor of the Collareral Agent (for the benefit of the Secured Partics) in respeot of all
Collateral in which the Security Interest may be perfected by filing Uniform Commereial Code
financing statements in any State of the United States (or any political subdivigion thereof) and its
territories and possessions, and no further or subsequent filing, reflling, reconding, 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 statements or
with respest to obligations owing by sy Governmental Authority.

(b) Each Grantor shall ensure that fully executed security agreements in the form
hereof and containing & description of all Collateral consisting of Intellectual Property shall,
promptly after raquest therefor by the Collateral Ageat, be submitted for filing or registration as
applicsble, with the United States Patent and Trademark Office and the United States Copyright
Office pursuant to 35U.S.C. § 261, 15US.C. § 1060 or L7U.S.C. § 205 and the regulations
thereunder, as applicable, and otherwisc as may be required pursuant to the Jaws of any other
necessary jurisdiction, to protect the validity of and to establish a legal, valid sad perfocted
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 thercof) and its tertitories and possessions, or in any other necessary jurisdiction.

SECTION 3.03. Validity of Security Interest. The Security Interest constituies (a)
a legal and valid scourity interest in all the Collatersl securing the payment and performance of the
Obhgstions, (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 parfacted by filing a Uniform Commercial
Code financing statzment in any State of the United States (or any political subdivision thereof)
and its territories and possassions pursuant 1o the Uniform Commercial Code or other applicable
law in such jurisdictions and (¢) a scourity interest that shall be petrfected in all Collateral in which
a security interest may be perfected upon the receipt and recording, filing or registration, as
applicable, of this Agreement with the United States Patent and Trademark Office and the United
Statea 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 permiwed to be prior to the Security Interest
pursuant 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 expressly permitted pursuant to Section 6.02 of the
Credit Agreement. The Grantor bas not filed or consented to the filing of (3) any finmeing
statement or analogous document under the Uniform Commercial Code or any other applicable
laws covering any Callataral, (b) my sgreement in which any Grantor pledges any Collateral or
any security agreement or similar instrument covering any Collateral with the United States Patent
and Trademark Office or the United States Copyright Office or (¢) any agrecment in which any
Grantor pledges any Collateral or any securlty sgreement or similar instrument covering any
Collateral with any foreign governmental, municipal or other office, which financing stateroent or
snalogous document is atill in effect, except, in each case, for Lieny expressly permitted pursuant
to Section 6.02 of the Credit Agreement.

ARTICLEIV
Covemanis

SECTION 4.01. Change of Name; Location of Collateral; Place of
Businass. (a) Each Grantor agrees promptly to notify (but in no cvent later than three months
after the occurrence of any such change) 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
ownership of its properties, (ii) in the location of ics chief execuiive office, its principal place of
business or any office or facility at which any Significant Equipment owned by it is located
(including the cstablishment of any such new office or facility) unless Equipment located at such
office or facility has already been the subject of all required filings under the Uniferm C.omeial
Code, (iii) in ite tdentity or corparate structure or (iv) in its Federal Taxpayer Identification
Number. Each Grantor agrees that following any such change referred to in the preceding
sentense to make all filings under the Uniform Commercial Code of otherwise that are roquired in
order for the Collateral Ageat to continue following such change to have a valid, legal and
perfected first priosity security inserest in all Collateral with the same priority as existed prior to
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such change. Each Grastor agrees promptly o notify the Collateral Agent if any matezisl portion
of the Collateral owned or held by such Grantor is damaged or destroyed.

(b) Each Grantor aprees to maintain, at its own cost and expense, such complote
and accyrate records with respect to the Collateral owned by it as is consistent with its current
practices and in zccordance with such prudent and standard 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 complere
accounting records indicating all payments and proceeds received with respect to any part of the
Collateral, and, at such time of times as the Collzteral Agent may reasonably request, promptly to
prepare and deliver wo the Collateral Agent a duly certified schedule or schedules in form and
detail reasonably satisfactory to the Collsteral Agent showing the identity, amount and location of
any and ail Collateral.

SECTION 4.02. Periodic Cerification. Each year, at the time of delivery of
annual finangial statements with respect to the preceding fisesl year pursuant to Section §.04 of
the Credit Agreement, the Parens Borrower shall deliver to the Collateral Agent revised Schedules
1 and 2 to the Perfection Certificate or a certificate confirming that there hag been no change in the
mformation affecting the Collateral Agent's priority or perfection with respect w the Collateral in
such Schedules | and 2 since the date of the most recent revision to Schedules 1 and 2.

SECTION 4.03. Proreciion of Security. Bach Grantor shall, at its own cost and
expense, take any and all actions necessary 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 pursusnt to Section 6.02 of the Credit Agroement.

SECTION 4.04. Furcher Assurances. Esch Grantor agrees, ar its own expense, lo
execure, acknowledge, deliver and cause to be duly filed all such further instruments and
documents gnd take all such actions as the Callatera] Agent may from time to time reasonably
request to better assure, preserve, protect and perfecs the Security [nterest and the rights and
reroedics created hereby, including the payment of any feeg and taxes required in connection with
the execution and delivery of this Agreement, the granting of the Securiry Intecest and the filing of
any Snancing statements or other documsnts 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 IL, T, IV or V hercto or adding additiona) schedules hereto to
specifically identify any asset 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 identification of such Collaterad, to
advise the Collateral Agent in writing of any inaccuracy of the representations and warrantics
made by such Grantor hercunder with respect to such Collateral. Each Grantor sgrees thar it will
use it best afforts to take such action s shall be necessary in otder that ail representations sad
warvantics hereunder shall be true and correct with respect to such Collateral within 30 days after
the date it has been notified by the Callateral 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 Collsteral Agent and such persons ag the Collateral Agent may
teasonably designate shall have the right, at the Grantors’ own cost and expense, 1o inspect the
Collateral, all records related thereto (and to make extracts and copies from such records) and the
premises upon which any of the Collaseral is located, o discuss the Grantors' affairs with the
officers of the Grantors and their independent accountants snd to verify under reascuable
procedures the validity, amoum, quality, quantity, velue, condition and status of, or any other
matter relating to, the Collateral, 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 Collareral
for the purpose of making such a verification. The Collateral Agent shall have the absolute right
to share any information it gains from sach inspection or verification with any Secured Party (it
being understood thet any such information shall be dsemed to be “Information” subject 10 the
provisions of Section 9,16 of the Credit Agreement and shail bs subject to the requirements set
forth therein).

SECTION 4.06, Taxes: Encumbrances. At its option, the Collawral Agent may
discharge past due taxes, assessments, charges, fees, Liens, security interests or other
encumbrances at any time levied or placed on the Collatera]l and not permitred pursuani 10 Section
6.02 of the Credit Agreement, and may pay for the maintenance and preservation of the Collaveral
1o the extent any Grantor fails to do so as required by the Credit Agresment or this Agresment,
and each Grantor joiatly and severally agrees to reimburse the Collatcral Agent on demand for any
payment made or any expense incurred by the Collsteral Agent pursuant o the foregoing
authorization; provided, however, that nothing in this Section 4.06 shall be interpreted as excusing
any Grantor from the performance of, ar 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, foes, liens, security interests or other encumbrances and maintenance
as set forth herein or in the other Loan Documents.

SECTION 4.07. Assignment of Security Interest. If at any time any Grantor shall
take a security intarest in any property of an Account Debtor or any other person to secure
payment and performance of an Account in excess of $500,000, which properry shall have a fair
market value in excess of $500,000, such Grantor shall promptly assign such security interest to
the Collateral Agent, and after the occurrence and dwring the continuation of en Event of Defanlt
known to exist by any Responsible Officer of the Parent Borrower (it being undersiood that such
knovwdedge 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 Collateral Agent with respect to any such Aceount in
excesy of $200,000, which property shall have a fair maziost value in excess of $200,000. Such
assignment need not be filed of public record unless neccssary to continue the perfected status of
the security interest againet creditors of and transferees from the Account Dobtor or other person
granting the security interest,

SECTION 4.08. Continuing Obligations of the Grantors. Each Grantor shall
remein liable to observe and perform all the conditions and obligations to be observed and
performed by it under cach contract, agreement or tnstrument relating to the Collateral, all in
accordance with the terms and conditions thereof, and ¢ach Grantor joistly and severally agrees to
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indemnify and hold harmless the Collatera] Agent and the Securcd Parties from and agzinst any
and ell liability for such performance.

- SECTION 4.09. Use and Dispesirion of Collateral. 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 permit to be made say transfer of the Collateral and each
Grantor shall remain st all times in possession of the Collateral owned by it, except that
() Inventory may be sold in the ordinary course of business and (b) unless and watil the Collateral
Agent shall notify the Grantors that an Event of Default shall have ocourred and be continuing and
thar during the continuance thereof the Grantors shall not sell, convey, lesse, assign, tramsfor or
otherwise dispose of sny Collateral (which notice may be given by telephone if promptly
confirmed g writing), the Grantors may use &nd dispose of the Collateral in any other lawful
manoer not inconsistent with the provisions of this Agreement, the Credit Agreement or any other
Loan Document snd upon such disposition in accordance with this Section 4.09 the Lien on such
Collateral ereated pursuant to this Agreement shall be released. Without limiting the generality of
the foregoing, cachk Grantor agrees that it shall not petmit any [nventory in excess of $200,000 to
be in the possession or control of any warehouseman bailee, agent or processor at any titne unless
such warehouseman, bailee, agent or processor shall hsve been notified of the Security [nterest
and shall have agreed in writing to hold the Inventory subject to the Security Interest and the
instructions of the Collsteral Agent and to waive and release any Lien held by it with respect to
such Inventory, whether arising by operation of law or otherwise.

SECTION 4.10. Limitation on Modification of Accournits. 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 amouat thereof, reicase, wholly or partly, any person liable for
the payment thereof or allow any credit or discount whatsoever thereon, other than extensions,
credits, discounts, compromises or settlemeats 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 are the same g ot similar to those in which such Grandor is
engaged.

SECTION 4.11. Insurance. The Grantors, at their own expense, shall maintain or
esuse to be maintained insurance covering physical loss or damage to the Inventory and
Equipment in secordance with Section 5.02 of the Crodit Agreement. Bach Granvor irrevocably
makes, constitutes and appoints the Collateral Agent (and sl officers, employees or agents
designated by the Collateral Agent) as such Granter's true and lawful egent (and sttorney-in-fact)
for the purpose, during the continuance of an Event of Default, of making, settling snd adjusting
claims in respect of Collateral under policies of insurance, endorsing the name of such Grantor on
any check, draft, instrument or other item of psyment for the proceeds of yuch policies of
insurance and for making all detarminations and decisians with respect thereto, If amy Granter at
any time or times shall fail 1o obrain of maintain any of the policies of insurance required hereby
or & pay any premiutt in whole or part relating thersto, the Collateral Ageat may, without
waiving or releasing any obligation or liability of the Grantors hereunder or sy Event of Default,
in its sole discrution, obtain and maintain such policies of insuranee and 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 Collateral Agent in connection with this Section 4.11, including reasonable
attorneys’ fees, court costs, expenses and other charges relating thereto, shall be payable, upon
demand, by the Grantors to the Collatera] Agent and shall be additionsl Obligations secured
hereby.

SECTION 4.12. Covencrrts Regarding Patent, Trademark and Copyright
Collateral. (a) Each Grsator 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 to the conduct of such
Grantor's business may become iavalidated or dedicated to the public, and agrees that it shall
continue to mark any produets covered by any such Patent with the relcvant patent aumber as
necessary and sufficient to establish and preserve its maximum rights under applicable patenx
lawsg.

(b) Each Grantor (either itself or through its licensees or its sublicensees) will, for
¢ach Trademark matenial to the conduct of such Grantor's business, (i) maincain such Trademark in
full foree frec from eny 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 registration to the extent necessary and sufficient to establish and preserve its
maximum rights under applicable law and (iv) not knowingly use or knowingly pemmit the use of
sueh Trademark in violation of any third party rights.

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

(d) Each Grantor shall potify the Collateral Agent immediately If it knows or has
reason to know that any Patent, Trademark or Copyright macerial to the conduct 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 im the United States Patent and Trademarie Office, United States Copyrighe Office or
any coure or similar office of any country) regarding such Grantor's ownership of any Patent,
Trademark or Copyright, its right to register the same, or to keep and maintsin the same.

" (¢) In no event shall any Grantor, either itself or through any agent, employee,
licensee or designee, file an application for any Patent, Trademark or Copyright matectai to the
conduct of its business (or for the registration of any such Trademark or Copyright) with the
United States Patent and Trademark Office, United States Copyright Office or ay office or
egency in any political subdivision of the United States or in any other country or any political
subdivision thereof, unless it promptly informs the Collateral Agent, and, upon request of the
Collateral Agent, execuics and delivers any and all agrooments, instruments, documents and
papexs as the Collateral Agent may request to evidence the Collateral Agent's security interest in
such Patent, Trademark or Copyright, and each Grantor heseby appoints the Collateral Agent as its
sttormey-in-fact 1o exccute and file such writings for the forcgoing purposcs, all acts of such
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atomey being hereby ratified and conflrmad; such power, being coupled with an interest, is
irrevacable.

(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
OfTice or any office or agency in any pelitical subdivision of the Unitad States or in any other
country or any pelitical subdivision thereof, to maintsin and pursue cach application relating to
the Patcnes, Trademarks and/or Copyrights material to the conduct of its business (and w0 obtain
the relevant grant or registration) and to maintain each jssued Patent and cach regisuration of the
Trademarks and Copyrights that is material to the conduct of any Grantor's business, including
timely filings of applications for renewal, affidavits of use, affidavits of incontestability and
paymen: of maintenance fees, and, if consistent with good business judgment, to initiate
opposition, interference and cancelation proceedings against third parties.

(2) Inthe event that any Grantor has reason to believe that any Collateral
consisting of a Patext, Trademark or Copyright material to the conduct of any Grantor's business
has been or is about to be infringed, missppropriated or diluted by a third party in & manner
reasonably expected to impair materially the value thereof, such Grantor promptly shall notify the
Collateral Agent and shall, if congistent 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 are appropriare under
the circumstances to protect such Collageral,

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

SECTION 4.13. Acrlons Requiring Approval by a Governmencal Authorizy.
(2) If an Event of Default shall have oceurred and be continuing, each Granvor shall take any
action which the Collateral Agent mnay request in the exercise of its rights and remedies under this
Agreement in order to transthr or assign the Collateral to the Collsteral Agent or to such one or
mors third partes as the Collateral Agent may designate, or to a combination of the foregoing. To
enforee the provisions of Article VI and this Section 4.13, the Collateral Agent is empowered to
seek from the relevant Governmental Amiiority, to the exteat required, waivers and consents of
any involuntary transfer of control of any Collateral subject to this Agroement for the purpose of
sesking a bona Aide purchaser to whom control will ultimatcly be transferred. Esch Grantor agrees
to cooperate with any such purchaser snd with the Collateral Agent in the preparation, execution
and filing of sy forms and providing any information that may 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 enforcement of the provisions of this
Agreement arc to be in compliance with the spplicsbic regulations of any applicable
Govemnmentsl Authority.

(b) Each Grentor shall use its best efforts o assist 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, inclyding, without limitation, the preparation, execution and
filing with such Governmental Authority of the transferor's or agsignor’s portion of any
application or applications for consent to the transfer of control ar assignment necessary or
appropriste under applicable law, statute, rules and regulstions of approval of the transfer or
assignment of any portion of the Collateral.

(¢} Bach Grantor horeby acknowledges and agrees that the Collateral is a nnique
asset and thar 3 violation of any Grantor's cavenant to cooperate with regpect to any consents from
a relevant Governmental Authority would result ja irreparable harm to 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 paragraph (¢), the same may be specifically
enforced, and it hereby wajves, and agraes to waive, any claim or defense that the Collateral Agemt
would have an adequate remady at law for the breach of this undertaking.

(d} Without Jimiting the abligstions of esch Graator hereunder in any respect,
each Grantor further agrees thet if such Grantor, upon or after the occurrence of an Event of
Defaulr, should fail or refuse to execute any applications necessary or appropriste to obtain any
consent fom a relevant Governmental Authority necessary or sppropriate for the exercise of any
right of the Collaters] Agent hereunder, such applications may be executed on such Granvor's
behalf by the Collateral Ageat upon notice to such Grantor, '

(e) In the cvent that any Grantor is prohibited by any applicable law, statute, rule
or regulation from granting a Security Interest in any of the Collateral pursuant 1o Section 2.01
hereof then so long as such prohibition is applicable, such Gragtor shall not be required to grant 2
Security Interest in such Callstersl pursuant to thiz Agresment ‘

ARTICLEV
Power of Attorney

Each Grantor irrevocably makes, constitutes and sppoints the Collateral Agemt
(and all officers, employees or agents designated by the Collsteral Agent) as such Grantor's true
and lawful agent and attorey-in-fact, and in such capacity the Collsteral Agent shall have the
right, with power of substitution for each Grantor snd in each Geantor's name or otherwise, for the
use and benefit of the Collateral Agent and the Secured Parties, upon the occurrence and during
the continuance of an Event of Default (a) to receive, codorse, agsign and/or deliver any and all
notes, acoeptances, cheeks, drafts, money ardess s other evidences of payment relaring to the
Collateral ot any part thercof: (b) to demand, collect, recsive payment of, give receipt for and give
discharges and releascs of all or any of the Collateral, (¢) msignthcmo{my Grantor on any
invoice or bill of Iading relating to any of the Coilateral; (d) to send verifications of Accounts
Reccivable to any Aceount Debtor; (#) to commence and prosccuts any and all suits, actions or
proceedings at law or in equity in any court of competent jurisdiction % collect or otherwise
realize on all or any of the Collateral or to enforce any rights in respect of sy Collaterst; (f) to
settle, compromise, compound, adjust or defend any actions, suits or proceedings relating to all or
any of the Collatera); (g) to notify, or to require any Grantor to notify, Account Debtors to make
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payment direetly to the Collateral Agent; and (h) to use, scll, assign, transfer, pledgs, 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 Agreement, as flly and completely 25
though the Collateral Agent were the absolute owner of the Collateral for all purposes; provided,
however, that nothing herein contained shall ba construed as raquiring or obligating the Collateral
Ageut or any Securcd Party to make any commitment or to make any inquiry as ro the nature or
sufficiency of any payment recetved by the Collateral Agent or arty Secured Party, of to present or
file any claim or notice, of to take any action with regpect to the Callateral of wny part thereof or
the moneys due or to become due in respect thereof or any property covered thereby, and no
action takan or omitted to be taken by the Collateral Agent or any Secured Party with respect to
the Collateral or any part thereof shall give rise to any defense, counterclaim or offSet in favor of
any Grantor, The Collateral Agent tnd the Secured Pasties shall be accountable only for amounts
actually received as a regult 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 gross negligence or willful misconduct. It is
understood and agreed thae the appointmant of the Collateral Agent as the agent and attomey-in-
fact of the Grantory for the purposes set forth above is coupled with an interest and is irvevocable.
The provisions of this Section shall in no event relieve any Grantor of any of its obligsrions
hereunder or under any other Loan Document with respect to the Collatersi or any part thereof ot
impose any obligation on the Collateral Agent or any Secured Party to proceed in any particular
manner with respest to the Collateral or any part thercof, or in any way limir 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 heresfter, whether hereunder, under any other Loan Document, by law or
otherwise,

ARTICLE Vi
Remedies

SECTION 6.01. Remedies Upon Defanlt. Upon the occurrence and during the
continuance of an Event of Default, each Graator agrees to deliver each item of Collateral to the
Collateral 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 Collsteral
consisting of Intellectual Property, on demand, to cause the Secuyity Interest to become, to the
extent permitted by law, an astignment, transfer and conveyance of any of or all such Collataral
by the applicable Grantors to the Collateral Agent, of to license ar sublicense, whether general,
speoial or otherwise, and whether on an cxclusive or aon-cxclusive basis, any such Coliatersl
throughout the world on such terms and conditions 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 law (including but
not limited to 42 U.S,C, §1395 g(c) and §1395 u(b)(6) in the case of Medicare Accounts
Receivable 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 depend for performance, to take
posscssion of the Collaters] and withont liability for trespass to enter any premisea where the
Collateral may be located for the purpose of taking possession of or removing the Collateral and,
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generally, to exercise any and all rights afforded 1o a secured party under the Uniform Comunercial
Code or other applicable lsw. Without limiting the generslity of the foregoing, each Grantor
agrees that the Collateral Agent shall have the right, subject to the mandatory requirements of
spplicable law, to sell or othenwise dispose of all or any part of the Collateral, st public or private
sale or ar any broker's beard of on any securitics exchange, for cash, upon credit or for future
delivery as che Collateral Agent shall deem sppropriate. The Collateral Agent shall be authorized
at any such sale (if it deems it advisable to do so) to restrict the praspestive bidders or purchasers
to persons who will represent and agree that they are purchasing the Collatezal for their own
account for investment snd not with a view to the distribution or sale thereof, and upon consum-
mation of any such sale the Collatersl Agent shall have the right to assign, transfer and deliver to
the purchaser or purchasers thereof the Collateral so sold, subjoct to applicable law relating to
assignment of Accounts Receivable ander the Medicare and Medicaid programs. Each such
purchaser 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 hereby waives (to the extent permitted by law) all rights
of redemption, stay and appraiss] which such Gramtor now has or may at any time in the future
have under any rule of law cr statute now existing or hereafter enacted.

The Collateral Agent shall give the Grantors 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 New York or its equivalent in other jurisdictions) of
the Collarcral Agent's intention to make sy sale 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 a sale at a broker'’s board oron a
securities exchange, shall state the board or exchange & which such sale is to be made and the day
on which the Collateral, or portion thereof, will first be offared 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 places as the Collateral Agent may fix and statc in the notice (if any) of such sale.
At any such sale, the Collateral, orpmﬁonthuwf,wbcsoldmaybcsoldinonelmuanenﬁ:m
or in scparate parcels, as the Collatcral Agent may ressonably determine. The Collateral Agent
shall not be obligated to maks any ‘sale of any Collatoral if it shall determine not to 30 so,
regardless of the fact that notice of sale of such Collstera] shall have been given. The Collateral
Agent may, without notice or publication, adjourn any public or privace 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 ot the tims and place to which the sume was so
adjourned. In case any sale of all or any part of the Collateral is made on ¢redit or for fonwre
delivery, the Collateral 30 sold may be retained by the Collatersl Agent until the sale price is paid
by the purchaser ar purchasces thereof, but the Collateral Agent shall not incur amy libility in case
any such purchaser or purchasers shall fail to take up and pay for the Collateral 2 sold and, in
case of any such failure, such Collateral may be sold again upon like notice. At any public (or, to
the extent permitted by law, private) sale mads pursuant w this Section, amy Senmd Party may
bid for or purchase, free (to the extent permitted by law) from any right of redemption, stay,
valuation or appraissl on the part of amy Grantor (all said rights being also hereby waived and
released to the cxtent permitted by law), the Collateral or any part thereof offered for sale md may
mzke payment on account thereof by using any Obligstion then due and payable to such Secured
Party from sny Grantor s 8 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
sccountability to any Grantor taerefor. For purposes hereof, a written agreement to puschase the
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Coltateral or any portion thereof chall be treated as & sale thereof; the Collataral Agent shail be
free to carry out such sale pursuant 1o such agreement snd o Grantor shall be entitled 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 an sgreement all Events of Default shall have been
remedicd and the Obligations paid in full. As an alternative to exercising the power of gale herein
couferred upon it, the Collateral Agent may proceed by a suit or suits ot law or in equity to
foreclose this Agreement and to scll the Collatssal or any portion thereof pursuant to a judgment

or decree of 2 court or cowts having competent jurisdiction or pursuant to s proceeding by o court-
appointed receiver.

SECTION 6.02. Applicatian of Proceeds. The Collxtaral Agent shall apply the

proceeds of any collection or sal¢ of the Collateral, as well as any Collsteral consisting of cash, as
follows:

FIRST, to the payment of all ressonable costs and expenses ineurred by the
Administrarive Agent or the Collateral Agent (in its capacity as such hereunder or under
any other Loan Document) i connection with such collection or sale or otherwise in
counection with this Agreement or any of the Obligations, including all court costs and
the fees and expepses of its agents and legal counsel, the repayment of all advances made
by the Collateral Agent hereunder or under any other Loan Document on behalf of any
Grantor and any other ressonsble-costs or expenses incurred in connestion with the
exercise of any right or remedy hersunder or nnder sny other Loan Document;

SECOND, to the payment in full of the Obligarions (the smouats so applied vo be
distributed among the Secured Parties pro rata in accordance with the amounts of the
Obligations owed to them on the date of any such distribution); and

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

The Collateral Agent shall have absolute discretion as to the time of application of any sush
proceeds, moneys or balances in accordance with this Agreement. Upon any sale of the Collateral
by the Collateral Agent (including pursuant to a power of sale granted by statute or under a
judicial proceeding), the receipt of the Collateral Agent or of the officer making the sale hall be a
sufficient discharge to the purchaser or purchasers of the Collateral so sold snd such purchaser or
purchasers shall not be obligated to see 1o the application of any pars of the purchsse money ptid
over to the Collateral Agent or such officer or be answerable in any way for the misapplication
thereof

SECTION 6.03. Grant of License to Use Inrellectual Property. For the purpose
of enabling the Collateral Agent to exercise rights and ramedies under this Article at such time as
the Collatoral Agent shall be lawfuily entified to exercise such rights and remedics, each Graator
hersby grants to the Collateral Agent an irrevocable, non-cxclusive license (exercisable without
payment of voyalty or other compensation to the Grantors) to usc, license or sub-licsase any of the
Collateral consisting of Intellectual Property now owned or hereafter soquired by such Grantor,
and wherever the sxme may be located, aud including in such license reysonable access to all
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media in which any of the licensed items may be recorded or stored and to all consputer software
and programs used for the compilation or printout thereof. The use of such license by the
Collateral Agent shall be exercised, at the opticn of the Collateral Agent, upon the occurrence and
during the continuation of sn Event of Default; provided that sny license, subslicense or other
mangaction entered into by the Collazera]l Agent in accordance herewith shafl be binding upon the
Granvors notwithstanding any subsequent cure of an Event of Defauit

ARTICLE VII

Miscellaneous

SECTION 7.01. Noftices. All communications and notices hereunder shal!
(except as otherwise expressly permittod herein) be in writing and given as provided in Section
9.01 of the Credit Agreement. All communicstions and notices herounder to any Guarantor shall
be given to it ar the address or telecopy number of the Pareat Borrower.

SECTION 7.02. Security Imerest Absolute. All rights of the Collateral Agent
hereunder, the Security Interest and all obligations of the Grantors hersunder shall be absolute and
unconditional irrespective of (1) any lack of validity or enforceability of the Credit Agreement,
any other Loan Document, any agrecment with respect w any of the Obligations or any other
agreement or instrument relating 1o any of the forcgoing, (b) eqy chauge 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 any consent to sny departurs from the Credit Agrecment, any other Loan
Document or &ny other agreement or instrument, (c) atry sxchauge, relcase or non-perfestion of
any Licn on ather collateral, or any release or smendment or waiver of or consent undet or
depurture from any guarantse, securing or guarantseing all or any of the Obligations, or (d) ey
other circumsrance 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 Agreemens. All covenants, agresments,
representations and warrsuties made by any Grantor herein and in the certificates or other
instruments prepared or delivered in conneetion with or pursuant to this Agreement shall be
» considered w have been relied upoa by the Secured Parties and shall survive the making by the
Lenders of the Loans, nd the éxecution and delivery to the Landers of my 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 terminate.

SECTION 7.04. Binding Effect; Several Agreement. This Agreement shall
become effective ag to amy Grantor when a countetpart hereof executed on behalf of such Grantor
shall have been delivered to the Collateral Agent and a counterpart hereof shall have besn
executed on behalf of the Collatersl Agent, and theroafter shall be binding upos such Grantor and
the Collateral Agent and their respective successors and assigns, and shall inure to the benefit of
such Grantor, the Collateral 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 hereunder or any interest herein or in the Collateral (and any such assignment or
transfer shall be void) except as expressly contemplated by this Agreement or the Credit
Agreement. This Agreement shall be construed 8s 8 separate agreement with respect to each
Gragtor and may be amended, modified, supplemented, waived or relessed with respect to any
Grantor without the approval of any other Graotor 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 to, such raference shall be desmed to include the successars and sssigns
E of such party; and all covenants, promises and agreements by of on bebalf of any Grantor or the

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

SECTION 7.06. Collareral Agent's Fees and Expenses; Indemnificarion.
(2) Each Grantor jointly and severally agrecs to pay upon demand to the Collateral Agent the
amount of any and all reasonable ¢expenses, including the reasonable fees, disbursements and other
charges of its counsel and of say experrs or agents, which the Collateral Agent may incur in
connection witk (i) the adminiszation of this Agresment, (ii) the custody or prescrvation of, or the
sale of, collection from or other realization upen any of the Collateral, (iii) the excrcise,
enforcement of protection of any of the rights of the Collateral Agent hereunder or (iv) the failure
of any Grantor 1o perform of obssrve any of the provisions hereof

(b) Without limitation of its indemnification obligations under the other Loan
Documents, each Grantor jointly and severally agrees to indemnify the Collateral Agent and the
other Indemnitocs agsinst, and hold each of them hermiess from, any and all losses, claims,
damages, lisbilitics and related expenses, in¢luding ressonable fees, dighursements and other
charges 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
claim, litigation, investigation or proceeding relating hereto or to the Collateral, whether or not
any Indewmitee is a party thereto; provided that such indemnity shatl not, as to any Indemmires, be
available to the extont that such losses, clsims, damages, Habilities or related expenses are
determined by a court of competent jurisdiction by final and nonappealable judgment to have
resulted from the gross negligence or willful miseondnet of such Indemnitee.

- (c) Any such amounts payable a3 provided hereunder shall be additional Obliga-
tions secured hereby and by the other Security Documents. The provisioms of this Section 7.06
shall remain operative and in full force and effect regardicss of the tenmination of this Agtesment
or any other Loan Document the consummation of the transactions contemplated hersby, the )
repayment of agy of the Loans, the invalidity or unenforceability of my term or provision of this
Agreement or any other Loan Document, or any investigation made by or on behalf ofthe
Collateral Agent or any Lender. All smounts due under this Section 7.06 shall be payable within
throe Business Days after written demand therefar.

SECTION 7.07. GOVERNING LAW. THIS AGREEMENT SHALL BE

CONSTRUED IN ACCORDANCE WITH AND GOVRRNED BY THE LAWS OF THE
STATE OF NEW YORK.
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SECTION 7.08. Waivers; Amendment. (a) No failure or delay of the Collateral
Agent in exercising any power or right hereunder shall operare 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 ay other or further exercise thereof or the
exercise of any other right or power. The rights and remedies of the Collateral Agent hereunder
and of the Collateral Agent, the Issuing Banks, the Administrative Agent and the Lenders under
the other Loan Documents are cumulative and are not exclusive of any rights or remedies that they
would otherwige have. No weaiver of sny provisions of this Agreement or any other Loan
Document or consent to any departurc by any Grantor therefrom shall in any cvent be effective
F unless the same shall be permitted by paragraph (b) below, and then such waiver or consent shall

be effective anly in the specific instance and for the purpose for which given. No notice to or
demand on any Grantor in any case shall entitle such Grantor or any other Grantor 10 any other or
Turther notics or demand in similar or other circumstances.

(b) Neither this Agreement nor any provision hereof may be waived, amended or
modifled except pursuant w 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 1o apply, subject to any consenz fequired in accordance with Section 9.08 of the Credit
Agtecment, ‘

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 QUT OF, UNDER OR. IN CONNECTION WITH THIS AGREEMENT
OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETO (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 BEEN INDUCED TO
ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, AS
APPLICABLE, BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SBCTION 7.09,

SECTION 7.10. Severabiliry, In the event any one or more of the provisions
w contaified in this Agreement should be held invalid, illegal or uncaforceable in any respect, the
validity, legality and enforcesbility of the remaining provisions contained herein ehall not in any
way be affected or impaired thereby (it being understood that the invalidity of & particulae
provision in a particular jerisdiction shall not in and of itscif affect the validity of such provision
in any other jurisdiction). The parties shall endcavor in good-faith negotiations to replace the
invalid, illegal or unenforceable provisions with valid provisions the economic effect of which
comes as close a5 possible to that of the invalid, illegal or unenforceable provisions.

SECTION 7.11 Counterparts. This Agreement may be executed in fwo of morc
counterparts, each of which shall constitute an original but all of which when tsken wp_tha'.duu
constituts but one contract (subject to Seetion 7.04), and shall become effective as provided in
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Section 7.04. Delivery of an executad signature page to this Agreement by facsimile transmission
shall be effective as delivery of s manually executed counterpart hereof

SECTION 7.12. Headings. Article aud 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 info comsideration in intérpreting, this Agreement.

SECTION 7.13. Jurisdiction; Consenr ro Service of Process. (a) Esch Grantor
hereby itrevocably and unconditionally submits, for itself and its propety, to the nonexciusive
Jurisdiction of any New York State court or Federal court of the United States of America sitting
in New ‘Yorl City, and any appellate court from eny thereof, in sny sction or proceeding arising
out of or relating to this Agreement or the other Loan Documents, or for recognition or
enforcement of any judgment, and cach of the parties hereto hereby invevocably and
unconditionally agrees that all ¢laims in respect of any such action or proceoding may be heard
and determined in such New York State o1, to the extent permitted by law, in such Federal court.
Each of the parties hereto agrees that a final judgment in any such action or procseding shall be
conclustve and may be eaforced in other jurisdictions by suit on the judgment or in any other
manner provided by Iaw. Nothing in this Agreement shall affect any right that the Collateral
Agent, the Administrative Agent, the Syndication Agent, the Iscuing Banks or any Landar may
otherwisc have to bring any action or proceeding reladng to this Agrecment or the other Loan
Documents against any Grantor or its properties i the couris of any jurisdiction.

(b) Each Grentor bereby irrcvoesbly and unconditionally waives, to the fullest
extent it may legally and effectively do so, any objection which it may now or hereafter have to
the laying of venue of any suit, action ¢r procesding arising out of or relating to this Agreement or
the other Loan Documents in any New York State or Federal court. Esch of the pactics bereto
hereby irrevocably waives, to the fullest extent permitred by law, the defense of an inconvenient
forum to the maintenancs of such action or proceeding in any such court.

(¢) Each party to this Agreement 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 parry 1o this Agreement to serve process in sny other mapner permitted by law.

SECTION 7.14. Termination. This Agreement and the Security Interest shall
terminate when all the Obligations have been indefoasibly paid in full, the Lenders have no further
commitment to lend, the L/C Exposure has been reduced to zera and the Jesuing Banks have no
further commitment 10 issue Letters of Credit under the Credit Agreement, st which time the Col-
latcral Agent shall execue and deliver to the Grantors, at the Grantors’ expense, all Uniform
Commercial Code termination statementy 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 Section 7.14 shall be without recourse to or warranty by
the Collateral Agent. Ifall of the capital stock of a Grantor, or any of the Collateral provided by 3
Grantor under this Agreement, is sold, transferred or otherwise disposed of 1o a person that is not
an Affiliste of any Bomower pursuant to 8 transaction psnmiited by the Credit Agreoment, or if all
of part of the cupital stock of a Grantor is sold, trangfetred, or ctherwise disposed of in 3 Permisted
Non-Guarantor Transaction or a Pesmitted Non.Control Invegtmant, or upon the effectivencss of
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any written consent {0 the release of the security interest granted hereby in such Collateral
pursuant to Scction 9.08(b) of the Credit Agreement, or if a Grantor becomes subject to any
applicable law, regulation, rule, order, approval, license or resiriction Issued or imposed by a
Governmental Authority that would be violated by such Grantor being a party to this Agreemem
or providing mny Collateral under this Agrecment, then in any such case such Grantor shall be
released from its obligations under this Agreemeant, or such Collateral shall be released from the
pledge and security intarcat granted by this Agreement, as the case may be, i any case without
further action.

' SECTION 7.15. Addittonal Granrors. Pursuant to Section 5.11 of the Credit

Agreement, centain wholly-owned Domestic Subsidiaries of the Parent Borrower are required to
cnter invo this Agreement as a Grantor. In addition, any other Subsidiaries of the Parent Bomrower
may, & their sole discretion, eject 1o enter into this Agreement as a Grantor. Upon execution and
delivery by the Collateral Agent and a Subsidiary of sn instrument in the form of Annex 3 hereto,
such Domestic Subsidiary shall become a Granvor hereunder with the same force and effoct s if
originally named as a Grantor herein, The execution and delivery of any such instrument shall not
recuire the consent of any Grantor hersunder. The rights end obligations of each Grantor
hereunder shall recnain in ful! force and effest notwithstanding the addition of any new Granior as
& party to this Agreement.
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IN WITNESS WHEREOQF, the parties hereto have duly executed this Agrecmen
as of the day and year first above written. P i : ‘

MAGELLAN HEALTH SERVICES, INC,,

by \ \\ f?., r.,po.-oq . )

}‘I{x.t'lm Jamés R. Bedenbaugh
€. Senior Vice Presidenr & Treagurer

F EACH OF THE GRANTORS LISTED ON
SCHED A TO,

anror

Name: » Al
Aggiatant ¥reasurer or as

Title: Treaeurer .
Director

EACH OF THE GRANTORS LISTED ON
SCHEDULE 1-B HERETOQ,

by \ ] éi)"% /
Name: James K. enbaugh -

Title: 'rr‘e‘gs surer

Swom to before me this u_r_hdny of
February, 1998.

T Wl

Notary Pablic
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THE CHASE MANHATTAN BANK,

a5 Collatersl Agent,
w (YD

Name:  (autie B. Perper
Titde: Vice President

Swom to before me this 11" day of

F 99,
n‘\é\ﬁ\{\z\ :
‘Votuﬁyrﬁubﬁc

- SONIA ROBERTSON
Notary Public, State of Naw York
No. 81RQ50705484

Qualified in Xings Cau
Certiticata Flled In Naw York oty
Cornmiasion Expires Dac. 23, 1988

Signature page to the Security Agreement
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