IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
In re: Chapter 11

deCODE genetics, Inc.' Case No. 09- )

)
)
)
)
)
)
Debtor. )
MOTION OF DEBTOR AND DEBTOR IN POSSESSION
FOR INTERIM AND FINAL ORDERS (A) AUTHORIZING
DEBTOR TO OBTAIN POSTPETITION FINANCING AND TO GRANT
SECURITY INTERESTS AND SUPERPRIORITY ADMINISTRATIVE
EXPENSE STATUS PURSUANT TO 11 U.S.C. §§ 105, 364(c) AND 364(d); (B)
AUTHORIZING DEBTOR TO USE CASH COLLATERAL; (C) MODIFYING
THE AUTOMATIC STAY PURSUANT TO 11 U.S.C. § 362; (D) GRANTING
ADEQUATE PROTECTION PURSUANT TO 11 U.S.C. §§ 361 AND 363; AND (E)
SCHEDULING A FINAL HEARING PURSUANT TO BANKRUPTCY RULE 4001

deCODE genetics, Inc., as debtor and debtor in possession (the “Debtor”), hereby files
this motion (the “Motion™) for the entry of interim and final orders, substantially in the forms

attached hereto as Exhibit A (the “Interim Order™) and Exhibit B (the “Final Order”, and together

with the Interim Order, the “DIP Orders™), respectively, seeking to, inter alia:

(i) obtain authorization for the Debtor to obtain a senior secured
superpriority term loan in an aggregate amount of $11,117,928 (the “DIP
Financing™), with $3,600,000 new money available on an interim basis for a
period through and including the date of a final hearing on the Motion (the “Final
Hearing”), from Saga Investments, LLC (“Saga” or the “DIP Lender”)
substantially on the terms and conditions set forth in the Debtor in Possession
Loan Agreement, a copy of which is attached hereto as Exhibit C (as amended,
supplemented, or otherwise modified and in effect from time to time, the “DIP
Loan Agreement”, and together with any and all other related documents and
agreements entered into in connection with or related to the DIP Financing, the
“DIP Loan Documents™)’;

! The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704),

* The Debtor’s obligations under the DIP Loan Documents shall be referred to herein as the “DIP
Obligations.”

Date filed: 11/16/09
RLF13442556v.3 Dkt No. 6




(i)  obtain authorization of the roll-up of amounts outstanding (the
“Prepetition Note Obligations™) under the prepetition Tenth Amended and
Restated Secured Promissory Note, dated as of November 12, 2009 (the
“Prepetition Note”) into DIP Obligations upon entry of the Final Order;

(iii)  obtain authorization for the Debtor to enter into the DIP Loan
Agreement and DIP Documents and to perform such other and further acts as may
be necessary or appropriate in connection with the DIP Documents;

(iv)  grant the DIP Lender superpriority administrative claim status
pursuant to section 364(c)(1) of Title 11 of the United States Bankruptcy Code, 11
U.S.C. §§ 101-1532 (the “Bankruptcy Code™), in respect of all DIP Obligations;

(v) obtain authorization for the Debtor (i) to use cash collateral and (i1)
to provide adequate protection to the DIP Lender in the form of replacement liens
and superpriority administrative claim status;

(vi)  schedule, pursuant to Rule 4001 of the Federal Rules of
Bankruptcy Procedure (the “Bankruptcy Rules™), an interim hearing (the “Interim
Hearing™) on the Motion to be held before this Court to consider entry of this
Interim Order (a) authorizing the Debtor, on an interim basis, to borrow under the
DIP Loan Agreement up to $3,600,000 to be used for working capital, general
expenditures and general corporate purposes of the Debtor pending the Final
Hearing, (b) authorizing the Debtor to use cash collateral and (c¢) granting
adequate protection to Saga, in its capacity as the prepetition secured lender; and

(vii)  schedule, pursuant to Bankrupicy Rule 4001, the Final Hearing to
consider entry of the Final Order authorizing the Debtor, on a final basis, to
borrow the balance of the DIP Financing and to continuc to use the cash
collateral.

In support of this Motion, the Debtor relies on the Affidavit of Dr. Kari Stefansson, Chief
Executive Officer and President of the Debfor and Debtor in Possession, in Support of the First

Day Motions (the “First Day Affidavit”)’ and respectfully state as follows:

JURISDICTION

This Court has jurisdiction over this Motion under 28 U.S.C. §§ 157 and 1334. This
matter is a core proceeding within the meaning of 28 US.C. § 157(b)(2). Venue of this

proceeding and this Motion in this District is proper under 28 U.S.C. §§ 1408 and 1409. The

? Capitalized terms not otherwise defined herein shall have the definitions ascribed to them in the First Day
Affidavit,
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statutory bases for the relief requested herein are sections 105, 361, 362, 363, 364(c) and 364(d)
of the Bankruptcy Code, Bankruptey Rules 2002 and 4001 and Rule 2015-2 of the Local Rules
of Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the District of
Delaware (the “Local Rules™).

GENERAL BACKGROUND

1. On November 16, 2009 (the “Petition Date™), the Debtor commenced the above

captioned case (the “Chapter 11 Case™) by filing a voluntary petition for relief under chapter 11

of title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (the “Bankruptcy Code™).

2. | The Debtor continues to operate its business and manage its properties as a debtor
in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. No trustee,
examiner or official committee of unsecured creditors has been appointed in this chapter 11 case.

A. Overview of Debtor’s Businesses and Performance

3. The Debtor was incorporated in 1996. Through its subsidiary Islensk
erfdagreining ehf (“ehf), an Icelandic private limited company, it is engaged in gene discovery
with the goal of bringing to market DNA-based reference laboratory tests and consumer genome
analysis services to assess individual risk of common diseases. ehf also provides geno-mics
services to third parties. In 2002, the Debtor acquired MediChem Life Sciences, Inc.
(“MediChem”). Through MediChem’s subsidiaries, deCODE Chemistry, Inc. (“Chemistry™),
deCODE Biostructures, Inc. (“Biostructures™) and Emerald BioSystems, Inc. (“Emerald™), the
Debtor expanded its business to include the discovery and commercialization of novel
therapeutics designed against certain targets identified in its population based genc discovery
work. In addition, these subsidiaries offer drug discovery services and products to third-party
customers. In September 2009, the Debtor terminated operations of Chemistry and, in

November 2009, it sold Biostructures and Emerald to an unrelated third party.

3
RLF1 3442556v.3




4, The Debtor has developed and is marketing six DNA-based diagnostic tests for
assessing individual risk of disease. It also operates deCODEme, a consumer genetics analysis
service. The Debtor’s lead drug development programs include DG041 for the prevention of
arterial thrombosis, G051 and DGO31 for the prevention of heart attack and DG(071 for
Alzheimer’s and other cognitive disorders, the intellectual property underlying which is held
substantially by ehf. These compounds are in clinical development and the Debtor has been
seeking licensing or other collaborative arrangements for ehf to advance the development of
these programs or, alternatively, an outright sale of one or more of the compounds.

5. Since its inception, the Debtor has devoted its resources primarily to research and
development. It incurred a net loss of $80.9 million, $95.5 million and $85.5 million in 2008,
2007 and 2006, respectively, and had an accumulated deficit of $712.2 million as of
December 31, 2008. Indeed, the Debtor has never generated a profit and has not generated
significant revenues except for payments received in connection with its research and
development collaborations with pharmaceutical companies, from contract services, the sale of
Emerald products and instruments and under grants. The Debtor’s research and development
expenditures and general and administrative costs have exceeded its revenue to date. Moreover,
the Debtor believes that significant additional amounts will be required to develop its diagnostics
and deCODEme™ products and services, fund research and development and undertake product
development (including drug development and related clinical trials). The Debtor does not
expect to receive material revenues from commercial sales of products developed using its
technology in the near term and expects to incur net losses for several years.

6. The Debtor’s corporate headquarters and ehf’s management staff and gene

discovery business are located in Reykjavik, Iceland in an approximately 150,000 square-foot
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building which is leased by ehf under a 15-year operating lease expiring in 2020. The lease is in
payment default because rent was not paid for October 2009. The landlord has not retaken
possession of the premises but has obtained from the Reykjavik District Court a temporary
restraining order to prevent chf from transferring its Icelandic and US patent rights in an
apparent attempt to recover amounts allegedly due and owing under the lease. The Debtor and
ehf continue to occupy the premises and conduct their business activities therefrom. The
facilities of Chemistry are located in Woodridge, Illinois in a 103,000 square-foot facility leased
under a 17-year lease expiring in 2024. The lease is in default as Chemistry was unable to and
did not pay rent for the month of September 2009 or thereafter. As a consequence, the landlord
has terminated the lease and, the Debtor believes, drawn on a letter of credit, which had been
arranged and secured by $5 million of cash collateral. The Debtor was a lease guarantor and, as
such, posted the cash collateral.

B. The Debtor’s Capital and Debt Structure

(i) Prepetition Debt

7. In April 2004 and November 2006, the Debtor issued an aggregate of $230
million of unsecured 3.5% Senior Convertible Notes due April 15, 2011 (the “Notes™) purs-uant
to Indentures dated April 14, 2004 and November 17, 2006. The Bank of New York is the
indenture trustee for the Notes, A semi-annual payment of interest on the Notes was due and
payable on or about October 15, 2009, but was not paid prior to the expiration of a 30-day grace
period that ran on November 16, 2009. The Debtor did not have the financial wherewithal to
make and did not make such interest payment, including by borrowing under either the Bridge

Loan or the DIP Loan (each as described below).
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(i)  Bridge Loan
8. Additionally, on September 11, 2009, the Debtor entered into a bridge loan
facility (the “Bridge Loan™) with Saga Investments LLC (“Saga™). The Debtor and its

subsidiaries, MediChem and Biostructures (collectively, the “Prepetition Borrowers™), entered

into that certain Secured Promissory Noted dated as of September 11, 2009 (the “Original
Note™), whereby Saga agreed to provide the Prepetition Borrowers with a secured bridge loan in

the original principal amount of $700,000 (the “Existing Credit Facilities™) in order to fund the

operating expenses of the Debtor through the Petition Date, including, among other things,
payroll, insurance premiums, payments to vendors and retainers of the Debtor’s professionals.
The other direct and indirect subsidiaries of the Debtor (the “Guarantors”) guaranteed the
Prepetition Borrowers’ obligations under the Original Note, as it may be amended from time to
time. Biostructures and Emerald were released from their obligations in connection with the
Note at the time of their sale. The Original Note was subsequently amended and restated on nine
occasions to increase the principal amount of the Original Note to $5.424 million to fund
additional operating expenses and retainers.’ This funding provided the primary means for the
Debtor to prepare for the orderly liquidation of its assets, including the filing of this chaptf;r 11
case and the proposed sale of the ehf and related assets to Saga. Interest under the Amended and
Restated Note is payable in arrears on the first day of each month at a rate of 8% by increasing
the then aggregate principal amount of the loan outstanding on such date. Moreover, the
outstanding obligations under the Amended and Restated Note are secured by liens on

substantially all of the Prepetition Borrowers’ and Guarantors’ assets. As of the Petition Date,

" The Tenth Amended and Restated Secure Promissory Note, dated November 12, 2009, shall hereinafter
be referred to as the “Amended and Restated Note.”
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the aggregate principal amount outstanding under the Amended and Restated Note is
approximately $3,055,262.20 together with interest and fees.
(iii)  Capital Structure
9. As of the Petition Date, the Debtor has approximately 61.4 million shares of
common stock outstanding.

C. Events Leading to the Filing of the Chapter 11 Case

(i) The Debtor’s Liquidity Needs

10. As described above, the Debtor has not generated material revenue and needs to
obtain financing in order to continue operations. During 2008, the Debtor sought to obtain
financing through collaborations and licensing arrangements, public or private equity offerings,
and other forms of financing without sufficient success to sustain its operations. The Debtor’s
situation was worsened by the global economic crisis and its effect on capital markets and by the
illiquidity and decline in value of approximately $30 million of auction-rate securities (“ARS”)
in which Lehman Brothers, Inc. had invested a portion of the Debtor’s cash resources in
violation of the Debtor’s cash management instructions. It also sought, without success, to
restructure the Notes.

(i)  Marketing Efforts

11.  In the summer of 2008, the Debtor began a review of its long-term business
strategy and in mid-August 2008 engaged the Stanford Group Company (“SGC”) as financial
advisor to, among other things, advise and assist it in evaluating strategic alternatives and
identifying buyers and partners for business units, programs and intellectual property and pursue
possible advantageous transactions and relationships. SGC and management of the Debtor
contacted, and discussed or negofiated with, numerous potential partners and buyers for the

Debtor’s various business units and assets, as well as with large holders of the Notes. After SCG
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collapsed in February 2009 for reasons unrelated to this case, management, under the oversight

and direction of a special commitiee of the board of directors (the “Special Committee™) that was

established in October 2008, continued such efforts but was unable to consummate a material
transaction or restructure the Notes. The Debtor was able to meet some of its short-term
liquidity needs through the sale of rights to a diagnostics test to an industry player and the sale
of ARS to an Icelandic bank, but the net proceeds only provided interim funding, which was
soon exhausted. In the Winter and Spring of 2009, the Debtor’s long-term economic prospects
worsened considerably as operating costs continued significantly to surpass cash flow.

12.  Starting in late March 2009, the Debtor, through management and a representative
of the Special Committee, commenced discussions with investors in Saga about the possibility of
a transaction to restructure the Notes, obtain funding from such investors and continue the
Debtor’s gene discovery business. The Debtor continued its discussions with such investors, as
well as other contacted parties, into the summer of 2009. In August 2009, investors in Saga
indicated a willingness to pursue a sale transaction under section 363 of the Bankruptcy Code
whereby Saga would acquire the capital stock of ehf, any assets related to ehf’s business held by
the Debtor or its non-Debtor U.S. subsidiaries and some or all of the drug compounds.

13. As discussed above, on September 11, 2009, Saga and the Debtor entered into the
Original Note implementing the Bridge Loan. At about such time, the Special Committee
engaged resiructuring professionals from a major accounting firm to advise and assist the Debtor
in evaluating the proposed transaction with Saga, as well as any alternative transactions that may
be available, and to assist the Debtor in navigating through the pre-bankruptcy and bankruptcy
processes. On September 23, 2009, the parties entered into a nonbinding term sheet (the “Term

Sheet”) that contemplated a proposed sale transaction, an amendment and extension of the

RLF1 3442556v.3




secured bridge loan and the provision of debtor in possession secured financing, with Saga
serving as the DIP lender, in connection with a chapter 11 filing. The Term Sheet also contained
a binding exclusive dealings provision that terminated on October 8, 2009, The Debtor and Saga
proceeded to negotiate a definitive sale fransaction agreement, but did not enter into such an
agreement until November 16, 2009.

14.  Following the expiration of the exclusive dealings period, the Debtor, through the
Special Committee and certain members of management, with the assistance of its restructuring
professionals, identified a list of strategic and financial parties (in addition to Saga) that it viewed
as potential purchasers of the Debtors’ assets (either as an alternative to Saga or as a competing
bidder through an auction process). Over a period of several weeks until the present, contacts
have been made and discussions have been held in some cases with approximately 15 of such
potential transactional parties but without an alternative transaction being entered into.

(iit)  The Stalking Horse APA

15. The Debtor’s efforts culminated in the negotiation and execution of an assect

purchase agreement with Saga (the “Stalking Horse APA”) for the sale of (a) all of the equity
interests of ehf and (b) all intellectual property rights and other tangible and intangible asse-ts of
the Debtor and its direct and indirect U.S. subsidiaries related to (i) the business conducted by
ehf and its subsidiary or (ii) the drug compounds that the Debtor has historically designated as
DGO041, DGO51 and DGO71.

THE DIP FINANCING

A, Sale of ehf Equity Interests

16.  As discussed above, the Debtor has spent the past year actively pursuing a
solution to its liquidity issues, which culminated with the Debtor’s entering into the Stalking

Horse APA with Saga. Pursuant to the Stalking Horse APA, Saga has agreed, subject to an

9
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auction process to be conducted under section 363 of the Bankruptcy Code, to acquire all of the
Debtor’s equity interests in ehf and certain additional assets related to the Business (as defined in
the Stalking Horse APA) conducted by ehf’s Icelandic subsidiaries (as more specifically defined

in the Stalking Horse APA, the “Purchased Assets”), Contemporaneously with the filing of this

Motion, the Debtor will be filing a motion to (i) establish bidding procedures (the “Bidding
Procedures™) with respect to the sale of the Purchased Assets and (ii) to approve the sale of the
Purchased Assets to the party determined to be the successful bidder under the Bidding
Procedures.

B. The Debtor’s Financing Needs

17.  On or about September 1, 2009, the Debtor retained PricewaterhouseCoopers LLP
(“PwC™) to serve as its financial advisor in connection with obtaining financing to address its
pending liquidity issues and in pursuing a potential sale both within and outside the context of a
chapter 11 proceeding. By the time that PwC was retained, the Debtor’s liquidity situation was
dire and the Debtor was in desperate need of immediate financing to address its working capital
needs. The Debtor’s marketing efforts, however, had resulted in the executed Term Sheet with
Saga and its related investor group agreed to provide prepetition bridge financing and debtc-ar in
possession financing to fund the Debtor’s operations through a proposed sale transaction under
section 363 of the Bankruptcy Code.

18.  The financing terms set forth in the Term Sheet were below market rate, with a
proposed simple interest rate of 8% per annum and no additional fees. Nevertheless, the Debtor,
with the assistance of PwC, scoured the marketplace in an effort to find a third party provider of
financing on more attractive terms. The terms of the financing being offered by Saga, however,
made it difficult to find a competitive third party lender. Moreover, the Debtor’s search was
complicated by (i) the amount of financing required, (ii) the cash burn history of the Debtor, (iii)

10
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the nature of the assets to be pledged as collateral for any loan and (iv) the brevity of time to find
an alternative funding source given the Debtor’s immediate need for working capital. As part of
its efforts, the Debtor approached lenders that specialized in “special situation” tech/biotech
company lending. These efforts were unsuccessful, however, primarily as a result of the amount
of funding required in relation to the nature of the collateral to be pledged as a security for such
loans. Accordingly, the Debtor determined that it was in the best interests of its estate to obtain
the Bridge Loan and debtor in possession financing from Saga as part of an overall strategy to

sell the Purchased Assets.
C. The DIP Financing

19. The funding provided under the Prepetition Note was only sufficient to bridge the
Debtor’s working capital needs to the Petition Date. Pursuant to the terms of the Stalking Horse
APA, the sale of the Purchased Assets is to close within sixty days of the Petition Date.
Accordingly, the Debtor requires, the provision of additional debtor in possession financing
enable the Debtor to operate its business and cover expenses associated with the Chapter 11 Case
through the anticipated closing date.

20.  Accordingly, the Debtor entered into the DIP Loan Agreement whereby éaga
agreed to provide a term loan in an amount not to exceed $11,117,928 (inclusive of amounts
outstanding under the Bridge Loan). Consistent with Bankruptcy Rule 4001(c)(1) and this
Court’s requirements under Del. Bankr. L.R. 4001-2(a)(i) and (ii), the pertinent terms of the DIP
Loan Agreement and related DIP Orders are as follows:

A, Use of Loan Proceeds: Section 3.01 of the DIP Loan Agreement
provides that the proceeds of the Loan shall be used, among other
purposes expressly provided in accordance with the DIP Loan
Agreement and the Budget. Without limiting the generality of the
foregoing, the proceeds of the Loan shall be used, among other

purposes expressly provided for in the Budget, to repay all obligations
outstanding under the Existing Credit Facilities, whether for
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principal, interest or fees, to pay fees and expenses associated with the
DIP Loan Agreement, to provide ongoing working capital during the
Chapter 11 Case, to provide for other general corporate purposes of
the Debtor during the Chapter 11 Case, and to provide for operating
expenses of certain of the Debtor’s subsidiaries in each case in
accordance with, and limited by, those items set forth in the agreed
budget attached hereto as Exhibit D (the “Budget™).

Roll-Up of Prepetition Note Obligations: Section 3.01 of the DIP Loan
Agreement provides that the proceeds of the Loan shall be used to
repay all Prepetition Note Obligations. Paragraph 33 of the Interim
Order makes clear that the roll-up of the Prepetition Note Obligation
is subject to the entry of the Final Order.

Maturity Date: The “Maturity Date” is defined in Section 1.01 of the
DIP Loan Agreement as the earlier of (i) the date that is sixty (60)
days after the Petition Date and (ii) the date of any sale, transfer or
other disposition of all or substantially all of the assets or stock of the
Debtor.

Security: Paragraph 9 of the DIP Orders provides that, pursuant to
section 364(c)(2) and 364(d)(1) of the Bankruptcy Code, and as
protection to the DIP Lender and to secure the repayment of the DIP
Obligations, the DIP Lender, shall have and is hereby granted a valid,
binding, and enforcecable perfected security interest in and to and lien
on all the Collateral, whether now owned or hereafter acquired, now
existing or hereafter created and wherever located; provided that the
Collateral shall not include avoidance actions of the Debtor or the
proceeds thereof. (See also § 2.04(b) of DIP Loan Agreement). The
term “Collateral” is defined in Section 1.01 of the DIP Loan
Agreement to include all of the real, personal and mixed property in
which the Liens are purported to be granted pursuant to the DIP
Loan Documents.

Superpriority Claim: Paragraph 26 of the DIP Orders provide that
all of the DIP Obligations shall have the status of allowed
superpriority administrative expense claims, in accordance with
section 364(c)(1) of the Bankruptcy Code, and shall have priority over
all administrative expense claims and unsecured claims against the
Debtor, now existing or hereafter arising, of any kind or nature
whatsoever, including, without limitation, any adequate protection-
related claims and any administrative expenses of the kinds specified
in or ordered pursuant to sections 105, 326, 328, 503(b), 506(c)
(subject to the entry of the Final Order), 507(a), 507(b) and 726 of the
Bankruptcy Code to the extent permitted by law. (See also § 2.04(a)
of DIP Loan Agreement).
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Fees: Pursuant to Paragraph S of the DIP Orders, the Debtor is
authorized and directed to pay the fees as they become due under the
DIP Loan Agreement to the DIP Lenders, including without
limitation, all out-of-pocket costs and expenses of the DIP Lender
(including attorneys fees and expenses) as provided for under the DIP
Loan Agreement, in each case, in accordance with the Budget,
provided that all such fees in excess of the amounts provided in the
Budget, if any, shall be paid no later than the earliest of (i) the
Maturity Date, (ii) the date that the DIP Obligations are paid in full,
and (iii) acceleration of the DIP Obligations pursuant to Article 8 of
the DIP Loan Agreement. Section 9.05 of the DIP Loan Agreement
outlines the fees and costs to the DIP Lender that are to be
reimbursed by the Debtor. There are no other fees associated with
the DIP Financing.

Interest Rate: Section 2.03(a) of the DIP Loan Agreement provides
that the Loan shall bear interest at a rate per annum equal to 8%
simple interest calculated on the basis of a 360-day year for the actual
days elapsed. Pursuant to Section 2.03(c), upon the occurrence and
during the continuation of any Event of Default, the outstanding
principal amount of the Loan shall thercafter bear interest at a rate
per annum which is equal to 3.5% simple interest above the highest
rate which would otherwise be applicable.

Cash Collateral: Pursuant to Paragraph 23 of the DIP Orders, the
Debtor is authorized to use Cash Collateral in which the DIP Lender
may have an interest, in accordance with the terms, conditions, and
limitations set forth in the DIP Loan Documents.

Adequate Protection: Pursuant to Paragraph 25 of the DIP Orders,
as adequate protection for the wse of the DIP Lender’s Cash
Collateral, the DIP Lender is granted valid, perfected, postpetition
security interests in and replacement liens on all of the Collateral to
secure an amount equal to the aggregate diminution in the value or
amount of the interests of the DIP Lender, whether as a result of
depreciation, use, sale, loss or decline in market price. Such
replacement liens shall rank pari passu with all other liens of the DIP
Lender granted pursuant to the DIP Loan Documents, subject only to
those perfected and unavoidable liens set forth on Schedule 7.02(a) of
the DIP Loan Agreement.

Events of Default: Section 8.01 of the DIP Loan Agreement provides
for the following Events of Default: (i) failure to pay all or any part of
the principal when due or failure to pay any installment of interest or
other amounts payable under the DIP Loan Documents within three
(3) Business Days of the date when due; (ii) any representation or
warranty made in the DIP Loan Agreement shall prove to have been

13
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incorrect in any material respect when made; (iii) failure to perform
or comply with any term or condition contained in Sections 3.01,
7.01(c), 7.01(k) or 7.02 of the DIP Loan Agreement; (iv) failure to
perform or observe any other term, covenant or agreement contained
in the DIP Loan Agreement (other than any such term or condition
referred to in any other subsection of Section 8.01) and such default
shall not have been remedied or waived within 10 days after the
occurrence thereof; (v) default in the performance or compliance with
any other DIP Loan Document and such default shall not have been
remedied or waived within the applicable grace period; (vi) the entry
of an order which has not been withdrawn (a) authorizing the Debtor
to obtain additional financing under sections 364(c) or (d) of the
Bankruptey Code or authorizing the recovery from any portions of
the Collateral any costs or expenses of preserving or disposing of the
Collateral under section 306(c) of the Bankruptcy Code (except as
limited by the DIP Orders), or authorizing the use of Cash Collateral
without the DIP Lender’s consent, (b) appointment of an interim or
final chapter 11 trustee or examiner, (¢) dismissing or converting the
Chapter 11 Case without the DIP Lender’s consent, (d) granting relief
from or modifying the automatic stay in certain respects, (¢)
amending, supplementing, staying reversing, vacating or otherwise
modifying the DIP Orders or any of the DIP Loan Documents or the
DIP Lenders rights, benefits, privileges or remedies thereunder, (f)
without the prior written consent of the DIP Lender, filing a chapter
11 plan, (g) consolidating or combining the Debtor with any other
Person pursuant to a plan without the prior written consent of the
DIP Lender, (h) approving any other administrative expenses (other
than those specifically referred to in Section 2.04 of the DIP Loan
Agreement) with priority over, or being pari passu with the DIP
Lender’s claims under the DIP Orders or (i) confirming a plan that
does not provide for payment in full of the DIP Obligations on the
effective date; (vii) certain events relating to judgments or orders for
post-Petition Date liability or Debt that are entered against the Debtor
and not adequately covered by insurance; (viii) at any time after the
execution and delivery of the DIP Loan Documents, (a) any of the DIP
Loan Documents or any provision thereof, for any reason other than
the satisfaction in full of all Obligations, shall cease to be in full force
and effect or shall be declared null and void, (b) the DIP Lender shall
not have or shall cease to have a valid and perfected unavoidable
Liens prior to all other perfected and unavoidable Liens in any
Collateral (other than as a result of the DIP Lender’s failure to take
action within its control) and (¢) the Debtor or any of its subsidiaries
contesting the validity or enforceability of the DIP Loan Documents
or any provision thereof in writing or deny in writing that it has any
further liability, including with respect to future advances by the DIP
Lender, under any of the DIP Loan Documents or any provision
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thereof; (ix) a Change in Control shall occur; (x) the transaction
contemplated by the Stalking Horse APA has not been approved by
the Court within forty-one (41) days of the Petition Date; or (xi) the
sale transaction has not closed within sixty (60) days of the Petition
Date.

Remedies/Automatic Stay: Paragraph 30 of the DIP Orders provide
that, notwithstanding the provisions of section 362 of the Bankruptcy
Code and without any further order of, or application or motion to
the Court, in the event of an Event of Default, the DIP Lender may,
by written notice to the Debtor, (i) terminate all or any portion of the
DIP Financing and the DIP Lender’s obligations to make any further
loans or advances, (ii) declare the DIP Obligations to be immediately
due and payable, and (iii) take any and all actions and exercise any
and all rights and remedies allowed under the DIP Loan Agreements,
which the DIP Lender may deem appropriate. Paragraph 30 of the
DIP Ovders further provides that the DIP Lender shall not
consummate foreclosure on the Collateral or otherwise seize control
of assets of the Debtor’s estate absent five (5) Business Days prior
written notice of an Event of Default to the Debtor, any official
committee appointed in the Chapter 11 Case and the Office of the
United States Trustee. (See also § 8.01 of DIP Loan Agreement).

Review by Creditors’ Committee and Parties in _Interest: Paragraph
32 of the DIP Orders provides that the extent, validity, perfection and
enforceability of the Prepetition Note Obligations and Saga’s liens
upon and security interests in the prepetition collateral securing the
Existing Credit Facilites are for all purposes subject only to the rights
of the Debtor and any creditors’ committee or any other party in
interest with requisite standing, for a period of sixty (60) days from
the date of the Interim Order, to file a complaint seeking to avoid the
Prepetition Note Obligations or Saga’s liens upon and security
interests in the prepetition collateral pursuant to sections 544, 347 or
548 of the Bankruptcy Code.

506(c) Waiver: Paragraph 31 of the Interim Order provides that,

upon entry of the Final Order, neither the Collateral nor the DIP
Lender shall be subject to surcharge, pursuant to sections 506(c) or
105 of the Bankruptey Code or otherwise, by the Debtor or any other
party in interest, until all DIP Obligations are indefeasibly paid in full
to the DIP Lender in cash.

Lien _on Avoidance Actions: Paragraph 9 of the DIP Orders
specifically provide that that the DIP Lender’s Collateral shall not
include avoidance actions of the Debtor or any proceeds thereof.
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0. Carve-out: Section 2.04(c) of the DIP Loan Agreement provides that
the priority status of the Obligations and the Liens securing the same
shall be subject to: (i) fees and expenses of attorneys, accountants and
other professionals retained in the Chapter 11 Case pursuant to
section 327 and 1103 of the Bankruptcy Code (except to the extent
such fees and expenses are incurred for services rendered in
connection with the prosecution of actions, claims or causes of action
against the DIP Lender or in improperly preventing or hindering or
unreasonably delaying, whether directly or indirectly, the DIP
Lender’s assertion or enforcement of the DIP Lender’s Liens or
realization upon the Collateral), to the extent allowed or later allowed
by the Court, in an aggregate amount (determined without regard to
fees and expenses awarded or otherwise paid on an interim basis) not
to exceed the amount provided for in the Budget prior to an event of
default, plus $100,000, and (ii) fees payable to the United States
Trustee pursuant to 28 U.S.C. § 1930(a)(6). Moreover, so long as no
event of default has occurred, the Debtor shall be permitted to
provide funds allocated to payment of the Debtor’s legal fees (in the
amounts set forth in the Budget) to the Debtor’s attorneys to be held
in escrow pending Court approval and allowance of the Debtor’s
attorneys’ fees pursuant to properly filed fee applications.

P. Sale of Assets: Section 3.1 of the Stalking Horse APA provides that,
in the event that Saga is the successful bidder for the Purchased
Assets, the Debtor shall apply the outstanding DIP Obligations in
satisfaction of the Purchase Price in accordance with the terms of the
Stalking Horse APA. Accordingly, pursuant to Paragraph 20 of the
DIP Orders, the DIP Lender has reserved its rights to credit bid the
DIP Obligations (pursuant to section 363(k) of the Bankruptcy Code
and/or applicable law), in whole or in part, in connection with any
sale or disposition of assets in the Chapter 11 Case.

Q. Indemnification: Paragraphs 34 of the Interim Order and 35 of the
Final Order approves certain indemnification obligations of the
Debtors, as more fully set forth in Section 9.06 of the DIP Loan
Agreement.

R. Release: Paragraph 34 of the Final Order releases the DIP Lender
and certain related parties from any claims, rights, demands,
damages, actions, causes of action, costs, expenses arising from or
related to the DIP Loan Agreement, the application of Collateral to
the DIP Obligations, the Existing Credit Facilities, or any claim or
assertion of a right, interest, or claim in or to the Collateral.

21.  To the extent there is any conflict between the summary set forth herein and the

DIP Loan Documents, the terms of the DIP Loan Documents shall govern. To the extent there is

16
RLF1 3442556v.3




any conflict between the terms of the DIP Loan Documents and the proposed DIP Orders being
submitted herewith, the terms of the DIP Orders shall govern.
BASIS FOR RELIEF
22. Section 364(c) of the Bankruptcy Code provides that:

If the [debtor in possession] is unable to obtain unsecured credit allowable
under section 503(b)(1) of this title as an administrative expense, the court,
after notice and a hearing, may authorize the obtaining of credit or the
incurring of debt —

(1) with priority over any or all administrative expenses of the kind
specified in sections 503(b) or 507(b) of this title;

(2) secured by a lien on property of the estate that is not otherwise subject
to a lien; or

(3) secured by a junior lien on property of the estate that is subject to a
lien.

11 U.S.C. § 364(c).
23. Section 364(d)(1) of the Bankruptcy Code provides that:

The court, after notice and a hearing, may authorize the obtaining of credit
ot the incurring of debt secured by a senior or equal lien on property of the
estate that is subject to a lien only if —

(A) the [debtor in possession] is unable to obtain such credit otherwise;
and

(B) there is adequate protection of the interest of the holder of the lien on
the property of the estate on which such senior or equal lien is proposed to
be granted.

11 U.S.C. § 364(d).
24, Bankruptey Rule 4001(c)(2) provides, in relevant part, that:

The court may commence a final hearing on a motion for authority to
obtain credit no earlier than 15 days after service of the motion. If the
motion so requests, the court may conduct a hearing before such 15 day
period expires, but the court may authorize the obtaining of credit only to
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the extent necessary to avoid immediate and irreparable harm to the estate
pending a final hearing.

Fed. R. Bankr. P. 4001(c)(2).

25. Bankruptcy Rule 4001(d) provides, in relevant part, that (i) a motion for approval
to modify or terminate the automatic stay shall be served on any committee appointed pursuant
to section 1102 of the Bankruptcy Code, on the creditors included on the list filed under
Bankruptcy Rule 1007(d), and on such other entities as the court may direct, and (ii} objections
may be filed within 15 days of the mailing of the notice of the motion and the time for filing
objections thereto. See Fed. R. Bankr. P, 4001(d)(1) - (2).

A. The DIP Financing

26. As set forth above, based on discussions with potential lenders other than the DIP
Lender, the Debtor was unable to obtain alternative postpetition financing on an unsecured basis
in an amount, and within the timeframe, that the Debtor’s current liquidity situation mandated.

27. The Debtor, with the assistance of PwC, negotiated the DIP Loan Agreement at
arm’s-length and has determined, in the exercise of its business judgment, that it is the best
proposal under the circumstances. Provided that this judgment does not run afoul of the
provisions of, and policies underlying, the Bankruptcy Code, courts grant a debtor considerable

deference in acting in accordance with its business judgment. See, e.g., In re Ames Dept. Stores,

Inc., 115 B.R. 34, 40 (Bankr. S.D.N.Y. 1990) (courts have discretion under section 364 of the
Bankruptcy Code to permit debtors to exercise reasonable business judgment so long as (i) the
terms of the financing agreement do not “leverage the bankfuptcy process and powers” and (i)
the financing agreement’s purpose is primarily to benefit the estate, and not a party in interest).
28.  The financing under the DIP Loan Documents provides additional liquidity to the

Debtor sufficient to enable it, inter alia, to (a) minimize disruption and avoid immediate and
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irreparable harm to its business and operations, (b) preserve and maximize the value of its estate
pending consummation of the sale transaction, and (c) enable to the Debtor to fund expenses
incurred in connection with the Chapter 11 Case. Without the financing provided for in the DIP
Loan Agreement, the Debtor will not be able to meet its direct operating expenses, thereby
preventing the Debtor from being able to preserve the value of its assets and jeopardizing its
ability to consummate the proposed sale transaction.

29, The Debtor believes that the terms and conditions of the DIP Loan Agreement are
fair and reascnable under the circumstances. Accordingly, the Debtor requests that the DIP
Lender be afforded the benefits of section 364(c) of the Bankruptcy Code in respect of the DIP
Documents.

30. Finally, Saga, in its capacity as the prepetition lender under the Existing Credit
Facilities, has consented to the entry of the Interim Order. Based upon the foregoing, the Debtor
respectfully requests that the Court approve the DIP Financing in accordance with the terms set
forth in the DIP Orders and the DIP Loan Documents.

B. Use of Cash Collateral

31, In addition to the need for debtor in possession financing, the Debtor reql-lires
immediate use of the Cash Collateral pending a final hearing on the Motion. The Debtor
requires use of Cash Collateral to be able to pay operating expenses, including payroll, and other
expenses relating to the Chaptef 11 Case.

32. Section 363(c)(2) of the Bankruptcy Code provides that the Debtor may not use,
sell, or lease cash collateral unless “(A) each entity that has an interest in such cash collateral
consents; or (B) the court, after notice and a hearing, authorizes such use, sale, or lease in
accordance with the provisions of this section.” 11 U.S.C. § 363(c)(2). Saga, in its capacity as
the prepetition lender under the Existing Credit Facilities, has consented to the Debtor’s use of
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Cash Collateral on the terms and conditions set forth in the DIP Orders and the DIP Loan
Documents.

33.  Based upon the foregoing, the Debtor respectfully requests that the Court
authorize the Debtor to use the Cash Collateral in accordance with the terms set forth in the DIP
Orders and the DIP Loan Documents.

C. Adequate Protection

34.  In exchange for the Debtor’s use of Cash Collateral, the Debtor has agreed to
provide certain adequate protection to Saga. To that end, the Debtor and Saga have negotiated,
and the Debtor requests that the Court approve, as of the Petition Date, certain protections of
Saga’s interests in the Collateral from any diminution in value, including from the
implementation of the DIP Financing and the imposition of the automatic stay pursuant to
section 362 of the Bankruptcy Code.

35. Pursuant to the DIP Orders, as adequate protection for the use of its Cash
Collateral, Saga is granted valid, perfected, first priority postpetition security interests in and
replacement liens on all of the Collateral to secure an amount equal to the aggregate diminution
in the value or amount of the interests of Saga, whether as a result of depreciation, use, sale,-loss
or decline in market price. The proposed adequate protection is intended to protect Saga from
diminution in the value of its interest in the Collateral during the period it is used by the Debtor.

See, e.g. In re Kain, 86 B.R. 506, 513 (Bankr. W.D. Mich. 1988); In re Beker Indus. Corp., 58

B.R. 725, 736 (Bankr. SD.N.Y. 1986). The Debtor believes that the proposed adequate
protection is fair and reasonable and in accord with section 361 of the Bankruptcy Code.

36. Saga has agreed that the adequate protection described above is sufficient to allow
~ the Debtor to use the Cash Collateral in connection with the Chapter 11 Case. Based upon the
foregoing, the Debtor respectfully requests that the Court authorize the Debtor to access the
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Collateral, including, without limitation, the Cash Collateral, and to provide adequate protection
in accordance with the terms set forth in the DIP Order and the DIP Loan Documenits.

D. Modification of the Automatic Stay

37. Section 362 of the Bankruptcy Code provides for an automatic stay upon the
filing of a bankruptcy petition. The proposed DIP Financing contemplates the modification of
the automatic stay (to the extent applicable), to the extent necessary to permit the DIP Lender to
perform any act authorized or permitted under, or by virtue of, the DIP Orders or the DIP Loan
Documents.

38.  Stay modification provisions of this type are standard features of postpetition
debtor in possession financing facilities and, in the Debtors’ business judgment, are reasonable
under the present circumstances. Accordingly, the Debtors respectfully request that the Court
authorize the modification of the automatic stay in accordance with the terms set forth in the DIP
Orders and DIP Loan Documents.

E. Interim Approval of the DIP Financing

39.  As set forth above, Bankruptcy Rules 4001(b) and (c) provide that a final hearing
on a motion to use cash collateral pursuant to section 363 of the Bankruptcy Code or to ol;tajn
credit under section 364 of the Bankruptcy Code may not be commenced earlier than 15 days
after the service of such motion. Upon request, however, the Court is empowered to conduct a
preliminary expedited hearing on the motion and to authorize the use of cash collateral and the
obtaining of credit to the extent necessary to avoid immediate and irreparable harm to a debtor’s
estate,

40. The Debtor respectfully requests that the Court schedule and conduct a

preliminary hearing on the Motion and authorize the Debtor, from the entry of the Interim Order
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until the Final Hearing, to obtain credit under the terms contained in the DIP Documents and to
utilize Cash Collateral.

F. Establishing Notice Procedures and Scheduling Final Hearing

41.  Notice of this Motion will be given to: (1) the United States Trustee for the
District of Delaware; (ii) counsel to the proposed DIP Lender; (iii) the parties included on the
Debtor’s list of twenty (20) largest unsecured creditors; and (vii) any known holders of

prepetition liens (collectively, the “Initial Notice Parties”). The Debtor submits that, under the

circumstances, no further notice of the hearing on the interim financing is necessary and request
that any further notice be dispensed with and waived.

42, The Debtor further respectfully requests that the Court schedule the Final Hearing
and authorize it to mail copies of the signed Interim Order, which fixes the time, date and
manner for the filing of objections, to the Initial Notice Parties and (1) any party that has filed
prior to such date a request for notices with this Court; (ii) counsel for any official committee(s);
(iii) the Securities and Exchange Commission; and (iv) the Internal Revenue Service. The
Debtor requests that the Court consider such notice of the Final Hearing, including without
limitation, notice that the Debtors will seek approval at the Final Hearing of a waiver of riéhts
under section 506(c) of the Bankruptcy Code, to be sufficient notice under Bankruptcy Rule
4001 and Local Rule 2002-1.°

43.  No previous request for the relief sought herein has been made to this Court or

any other court.

* Local Rule 2002-1(b) provides that “[iJn chapter 11 cases, all motions . . . shall be served only upon
counsel for the debtor, the United States Trustee, counsel for all official committees, all parties who file a request for
service of notices under Fed. R. Bankr. P. 2002(i) and all parties whose rights are affected by the motion. If an
official unsecured creditors’ committee has not been appointed, service shall be made on the twenty (20) largest
unsecured creditors in the case in lieu of the creditors’ committee.”
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NOTICE

44, The Debtor has provided notice of this Motion by facsimile and/or overnight mail
to: (a)the Office of the United States Trustee for the District of Delaware, (b) each of the
Debtor’s creditors holding the twenty (20) largest unsecured claims; (c) counsel to the Debtor’s
prepetition and proposed postpetition secured lender; (d) the Internal Revenue Service; () the
Securities and Exchange Commission; (f) the United States Department of Justice; and (g) the
Cash Management Banks. As this Motion is seeking first-day relief, notice of this Motion and
any order entered hereon will be served on all parties required by Rule 9013-1(m) of the Local
Rules for the United States Bankruptcy Court, District of Delaware (the “Local Rules™). Due to
the urgency of the circumstances surrounding this Motion and the nature of the relief requested

herein, the Debtor respectfully submits that no further notice of this Motion is required.
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WHEREFORE, the Debtor respectfully requests that this Court enter the proposed DIP

Orders, in substantially the forms attached hereto as Exhibit A and B, and grant the Debtor the

relief requested herein along with such other relief as this Court deems just and appropriate.

Dated: November 16, 2009
Wilmington, Delaware

RLF1 3442556v.3

Respectfully submitted,

irrm s
Mark D. Collids (No. 2981) f
Michael J, ¥erchant (No. 3854)
Christopher M. Samis (No. 4909}
RICHARDS, LAYTON & FINGER, P.A.
One Rodney Square
920 North King Street
Wilmington, Delaware 19801

Telephone: (302) 651-7700
Facsimile: (302) 651-7701

Proposed Attorneys for the Debtor and
Debior in Possession
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EXHIBIT A

PROPOSED INTERIM ORDER
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

)
)
deCODE genetics, Inc.’ - ) Case No. 09- ( )
)
)

Debtor. )

ORDER (A) AUTHORIZING DEBTOR TO OBTAIN INTERIM POSTPETITION
FINANCING AND TO GRANT SECURITY INTERESTS AND SUPERPRIORITY
ADMINISTRATIVE EXPENSE STATUS PURSUANT TO 11 U.S.C. §§ 105, 364(C) AND
364(D); (B) AUTHORIZING DEBTOR TO USE CASH COLLATERAL;

(C) MODIFYING THE AUTOMATIC STAY PURSUANT TO 11 U.S.C. § 362; (D)
GRANTING ADEQUATE PROTECTION PURSUANT TO 11 US.C. §§ 361 AND 363;
AND (I) SCHEDULING A FINAL HEARING PURSUANT TO
BANKRUPTCY RULE 4001

Upon Debtor’s Motion for Order (a) Authorizing Debtor to Obtain Interim Postpetition
Financing and to Grant Security Interests and Superpriority Administrative Expense Status
Pursuant to 11 U.S.C. §§ 105, 364(c) and 364(d); (b) Authorizing Debtor to Use Cash Collateral,
(c) Modifying the Automatic Stay Pursuant to 11 US.C. §362; (d) Granting Adequate
Protection Pursuant to 11 U.S.C. §§ 361 and 363; and (e) Scheduling a Final Hearing Pursuant to
Bankruptcy Rule 4001 (the “Motion”)? dated November 16, 2009, filed by deCODE genetics,
Inc., as debtor and debtor-in-possession (the “Debtor”) in the above-captioned chapter 11 case

(the “Chapter 11 Case”) seeking to, inter alia:

(1) obtain authorization for the Debtor to obtain. a senior secured .
superpriority term loan in an aggregate amount of $11,117,928 (the “DIP
Financing”), with $3,600,000 new money available on an interim basis for a
period through and including the date of the Final Iearing, from Saga
Investments, LLC (the “DIP Lender”) substantially on the terms and conditions
set forth in the Debtor-in-Possession Loan Agreement (as amended,
supplemented, or otherwise modified and in effect from time to time, the “DIP
Loan Agreement”, and together with any and all other related documents and
agreements entered into in connection with or related to the DIP Financing, the
“DIP Loan Documents™);

| The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704},

2 Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed thereto
in the Motion.
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(i)  obtain authorization of the roll-up of the Prepetition Note
Obligations into DIP Obligations upon entry of the Final Order;

(iii)  obtain authorization for the Debtor to enter into the DIP Loan
Agreement and DIP Documents and to perform such other and further acts as may
be necessary or appropriate in connection with the DIP Documents;

(iv)  grant the DIP Lender superpriority administrative claim status
pursuant to section 364(c)(1) of the Bankruptcy Code in respect of all DIP
Obligations; .

(v)  obtain authorization for the Debtor (i) to use Cash Collateral and
(ii) to provide adequate protection to the DIP Lender in the form of replacement
liens and superpriority administrative claim status;

(vi)  schedule, pursuant to Bankruptcy Rule 4001, an interim hearing
(the “Interim Hearing”) on the Motion to be held before this Court to consider
entry of this Interim Order (a) authorizing Debtor, on an interim basis, to borrow
under the DIP Loan Agreement up to $3,600,000 of loans to be used for working
capital, general expenditures and general corporate purposes of the Debtor
pending the Final Hearing, (b) authorizing the Debtor to use Cash Collateral and
(c) granting adequate protection to the DIP Lender; and

(vii) schedule, pursuant to Bankruptey Rule 4001, a final hearing (the
“Final Hearing”) to consider entry of an order (the “Final Order”) authorizing the
Debtor on a final basis to borrow the balance of the DIP Financing and to
continue to use the Cash Collateral.

The Interim Hearing having been held on | 1, 2009, upon all of the

pleadings filed with the Court and upon the record of the Interim Hearing, and after due
deliberatioﬁ and consideration and sufficient cause appearing therefore;
THE COURT HEREBY MAKES THE FOLLOWING FINDINGS OF FACTS AND .
CONCLUSIONS OF LAW: |

A. Petition. On November 16, 2009 (the “Petition Date™), the Debtor filed a

voluntary petition for relief under chapter 11 of the Bankruptey Code, creating the Debtor’s

! Findings of fact shall be construed as conclusions of law, and conclusions of law shall be construed as
findings of fact pursuant to Fed. R. Bankr. P. 7052. Any statements of the Court from the bench at the Interim
Hearing shall constitute additional findings of fact and conclusions of law as appropriate and are expressly
incorporated by reference into this Interim Order to the extent not inconsistent herewith.
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bankruptey estate (the “Estate”). The Debtor continues to operate its business and manage its

assets as a debtor in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.

B. Yurisdiction and Venue. This Court has jurisdiction over these proceedings and
the parties and property affected hereby pursuant to 28 U.S.C. §§ 157 and 1334 and this is a core
proceeding pursuant to 28 U.S.C. §157(b)(2). Venue is proper in this Court pursuant to
28 U.S.C. §§ 1408 and 1409. The statutory bases for the relief requested herein are Bankruptey
Code sections 105, 361, 362, 363, 364(c), and 364(d), and Bankruptcy Rules 2002 and 4001 and
Local Rule 2015-2. |

C. Necessity of Financing. The Debtor submits that the proposed financing

pursuant to the DIP Loan Agreement and the use of Cash Collateral will ailow it to continue the
operations of its business and administer, preserve and increase the value of its Estate. The
ability of the Debtor to finance its operations requires the availability of additional working
capital and the use of Cash Collateral, the absence of which would immediately and irreparably
harm the Debtor, its Estate and its creditors and the possibility for the Debtor’s successful
reorganization. Entry of this Interim Order approving the DIP Financing and the use of Cash
Collateral will benefit the Debtor and its Estate and creditors.

D. ‘Willingness to Lend. The DIP Lender is willing to make the DIP Financing

available and to make the loans and hadvances thereunder pursuant to the terms of the DIP Loan
Agreement, only upon the condition that the DIP Lender is granted with respect to the
Obligations as provided herein and in the DIP Loan Agreement, (i) pursuant to section 364(c)(1)
of the Bankruptcy Code, a superpriority administrative expense claim in the Chapter 11 Case and
(i) liens on and security interests in the Collateral, pursuant to sections 364(c)(2) and 364(d)(1)
of the Bankruptcy Code in the priority set forth herein and in the DIP Loan Agreement (the “DIP
Lender’s Liens™), subject only to those existing liens set forth on Schedule 7.02(a) to the DIP

Loan Agreement.
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K. No Cfedit Available on Other Terms. The Debtor is unable to obtain unsecured )

credit allowable under section 503(b)(1) of the Bankruptcy Code or pursuant to sections 364(a)
and 364(b) of the Bankruptcy Code.

F. Business Judgment and Good Faith. The terms of the DIP Financing (including

the DIP Loan Documents) and the use of Cash Collateral are fair, just, and reasonable under the
circumstances, are appropriate for secured financing to a debtor in possession, reflect the
Debtor’s exercise of its prudent business judgment consistent with its fiduciary duties, and are
supported by reasonably equivalent value and fair consideration. The terms of the DIP
Financing have been negotiated in good faith and at arms’ length by and between the parties,
_with all parties represented by counsel. Any credit extended under the terms of the DIP
Financing shall be extended in good faith by the DIP Lender as that term is used in section
364(e) of the Bankruptcy Code. The DIP Lender will also be acting in good faith within the
meaning of section 364(e) of the Bankruptcy Code in closing the transactions contemplated in
the DIP Loan Agreement at any time after the entry of this Interim Order. The DIP Lender is not
an “insider” or “affiliate” of the Debtor (as such terms are defined in the Bankruptcy Code).

G. No Representations or Reliance. The Debtor stipulates that the DIP Lender and

the Indemnified Parties (as defined below) have made no representations, offered no opinions,
and have taken no positions, either individually or ‘collectively, regarding the value of any
portion of the Collateral, and, in determining the value of the Collateral, the Debtor has not relied
upon any representation, opinion or position of the DIP Lender in regard thereto.

H. Property of the Estate. Bach item of the Collateral constitutes property of the

Estate of the Debtor.

1. Good Cause. The DIP .Financing and relief requested in the Motion are
necessary, essential, appropriate and in the best interest of the Debtor, its creditors, and its Estate,
as its implementation will, among other effects, provide the Debtor with the necessary liquidity

(a) to minimize disruption to Debtor’s business and on-going operations, (b) to preserve and
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maximize the value of the Estate for the benefit of all creditors of the Debtor, and (c) to avoid’

immediate irreparable harm to the Débtor, its creditors, its business, its employees, and its assets.

J. Notice. Pursuant to Bankruptey Rule 4001(c), notice by facsimile of the Interim
Hearing has been given to (i) the Office of the United States Trustee, (ii) counsel for the DIP
Lender, (iii) the Internal Revenue Service, (iv) the Securities and Exchange Comumission, (v) the
Debtor’s list of top 20 unsecured creditors, and (vi) all known holders of liens, encumbrances, or
security interests in the Collateral. Based on the record made by the Debtor, the Court finds that
appropriate notice of the Interim Hearing has been given.

Based on the foregoing,
IT IS HEREBY ORDERED, ADJUDGED AND DECREED, that:

1. The Motion is granted in accordance with the terms of this Interim Order. The
Debtor is immediately authorized and, pursuant to the terms of this Interim Order and the terms
and conditions of the DIP Loan Agreement, empowered to borrow funds under the DIP
Financing in such amount or amounts as may be available to or for the benefit of the Debtor from
the DIP Lender, which shall not exceed $3,600,000, upon entry of this Interim Order and, subject
to the entry of the Final Order, the aggregate amount of $11,117,928.00, in each case for the
purposes permitted under the DIP Loan Agreement and this Interim Order or the Final Order, as
applicable.

2. Any objections to the Motion with respect to entry of this Interim Order that have
not been withdrawn, waived or settled, and all reservations of rights included therein, are hereby
denied and overruled.

3. All provisions in the DIP Loan Agreement are binding and enforceable in full
even if not expressly referenced in this Interim Order. The Debtor and the DIP Lender with
respect to the DIP Loan Agreement may ﬁnalizé, amend, modify, supplement or waive any
provision of the DIP Loan Agreement if such amendment, modification, supplement or waiver is
permitted under the terms of the DIP Loan Agreement and is not material (in the good faith

judgment of the DIP Lender and the Debtor) without any need to apply to, or receive further
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approval from, the Court.

4, The Debtor is hereby authorized to (a) do and perform al! acts and to make,
execute, and deliver all instruments and documents which may be requisite or necessary for the
performance by the Debtor under the DIP Loan Agreement, and (b) pay all principal, interest,
reasonable fees and other expenses which may be required or necessary for the Debtor to
perform all of its Obligations under this Interim Order and the DIP Loan Agreement
(collectively, the “DIP Obligations™). Fach officer of the Debtor, and each such other individual
as may be so authorized by the Board of Directors of the Debtor, acting singly, is hereby
authorized to execute and deliver any and all of the DIP Loan Agreement and related documents,
such execution and delivery to be conclusive of their respective authority to act in the name and
on behalf of the Debtor.

5. The Debtor is hereby authorized and directed to pay the fees as they come due
under the DIP Loan Agreement to the DIP Lender without further order of this Court, including
without limitation, all out-of-pocket costs and expenses of the DIP Lender (including attorney’s
fees and-expenses) as provided for under the DIP Loan Agreement, in each case, in accordance
with the Budget; provided that all such fees in excess of the amounts provided in the Budget, 1f
any, shall be paid no later than the earliest of (i) the Maturity Date, (ii) the date that the DIP
Obligations are paid in full, and (iii) acceleration of the DIP Obligations pursuant to Article 8 of
the DIP Loan Agreement.

0. In providing for the advancement of post-petition financing under the DIP Loan
Agreement, each of the Debtor and the DIP Lender acknowledges, stipulates and agrees that, in
entering the DIP Loan Agreement, and as consideration therefor, the Debtor has obtained all
authorizations, consents and approvals necessary from, and have made all filings with and given
all notices (if any such noticc was required) to, all federal, state and local governmental agencies,
authorities and instrumentalities required to be obtained, made or given by the Debtor in
connection with the execution, delivery, performance, validity and enforceability of the DIP

Loan Agreement to which the Debtor is party.
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7. Until such time as all DIP Qbligations are indefeasibly paid in full i cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement,'_the Debtor
shall not in any way prime or otherwise adversely affect the DIP Lender’s Liens granted under
this Interim Order by offering a subsequent lender or a party-in-interest a superior or pari passu
lien or claim pursuant to sections 364(d) or S07(b) of the Bankruptcy Code or otherwise.

8. | Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way grant junior encumbrances on the Collateral upon which the DIP Lender
pdssesses liens provided to them under this Interim Order other than the liens permitted under
Section 7.02 of the DIP Loan Agreement, provided that such liens shall be subordinated in
priority and in right of payment to the DIP Obligations; and further, the Debtor agrees that it
shall not otherwise encumber otherwise unencumbered assets.

COLLATERAL SECURITY

9. Pursuant to sections 364(c)(2) and 364(d)(1) of the Bankruptcy Code, and as
protection to the DIP Lender and to secure the repayment of the DIP Obligations, the DIP
Lender, shall have and is hereby granted a valid, binding, and enforceable perfected security
interest in and to and lien on all the Collateral, whether now owned or hereafter acquired, now
existing or hereafter created and wherever located; provided that the Collateral shall not include
avoidance actions of the Debtor or the proceeds thereof.

10.  The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code
shall be valid, binding, and enforceable first priority perfected security interests in and to and
liens on all of the Collateral, whether now owned or hereafter acquired, now existing or hereatter
created and wherever located, with priority over any and all other liens that may be secured by
the Collateral except for those perfected and unavoidable liens set forth on Schedule 7.02(a) to
the DIP Loan Agreement.

11. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code

shall be valid, binding, and enforceable first priority perfected security interests in and to and
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liens on all of the Debtor’s right, title and interest in, to and under all the Collateral, subject only _
to those perfected and unavoidable liens set forth on Schedule 7.02(a) to the DIP Loan
Agreement,

12. Except as set forth herein, the DIP Lender’s Liens under this Interim Order and
the DIP Loan Agreement shall continue to be at all times first and senior in priority to all other
liens, encumbrances or security interests of every kind and shall not be subordinate or pari passu
with any other lien, encumbrance or security interest or right of setoff, including liens in respect
of the Prepetition Note Obligations, and no lien, encumbrance or security interest shall be
permitted which shall be senior to or pari passu with the DIP Lender’s Lien granted hereunder or
under the DIP Loan Agreement.

13. Saga Investments, LLC, in its capacity as lender under the Prepetition Note and
(the “Existing Lender”), consenls to priming lien granted to the DIP Lender herein in respect of
the DIP Obligations; provided that, as adequate protection for the granting of the priming lien to
the DIP Lender, and in accordance with sections 361 and 364(d) of the Bankruptcy Code, the
Existing Lender is hereby granted (effective and perfected upon the date of this Interim Order
and without the necessity of executicn by the Debtor of mortgages, security agreements, pledge
agreements, financing statements, Or amny other agreement), valid, perfected, post-petition
secu:ritfinterests in and replacement liens (the “Existing Lender Replacement Liens™) on all of
the Collateral to secure an amount equal to the aggregate diminution in the valie or amount of
the interests of the Existing Lender, whether as a result of depreciation, use, sale, loss, decline in
market price. Such replacement liens shall rank junior to the liens of the DIP Lender granted
pursuant to the DIP Loan Documents. Except as provided in this paragraph 13, the Existing
Lender Replacement Liens shall not, at any time prior to the full and complete satisfaction in
cash of any and all obligations under the Prepetition Note in accordance with their terms, be
made subject or subordinated to, or made pari passu with any other lien, security interest or
claim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy

Code or otherwise, except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
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to the DIP Loan Agreement. The Debtor acknowledges and stipulates that the Existing Lender is
entitled, pursuant to sections 361 and 364(d)(1) of the Bankruptcy Code, to adequate protection
of its securily interest securing the Debtor’s obligations under the Prepetition Note, to the extent
of the aggregate diminution in value, if any, of the Existing Lender’s prepetition collateral.

14.  The DIP Lender’s Licns, as described above, and security interests granted to the
DIP Lender herein shall not (i) be subject to any lien or security interest that is avoided and
preserved for the benefit of the Debtor’s Estate as a result of any avoidance actions or (11) be
subordinated to or made pari passu with any other lien or security interest under section 364(d)
of the Bankruptcy Code or otherwise.

15.  This Interim Order shall be sufficient and conclusive evidence of the validity,
perfection, and priority of the DIP Lender’s Liens upon the Collateral, without the necessity of
filing or recording any financing statement or other instrument or document which may
otherwise be required under the law of any jurisdiction or the taking of any other action to
validate or perfect the DIP Lender’s Iiens on and its security interests in the Collateral or to
entitle the DIP Lender to the priorities granted herein. The DIP Lender shall not be required to
file any financing statements, mortgages, nofices of lien or similar instruments in any jurisdiction
or filing office, or to take any other action in order to perfect the DIP Lender’s Liens and security
interests granted by or pursuant to this Interim Order or the DIP Loan Agreement.

16.  Subject to the eniry of the Final Order, pursuant to sections 364(c)(2) and
364(d)(1) of the Bankruptcy Code, any provision of any lease or other license, coniract or other
agreement that requires the consent or approval of one or more parties, or requires the payment
of any fees or obligations to any governmental entity, in order for the Debtor to pledge, gra.nt.,
sell, or otherwise transfer any such interest or the proceeds thereof or other Collateral, is and
shall be deemed to be inconsistent with the provisions of the Bankruptcy Code and shall have no
force and effect with respect to the transactions granting the DIP Lender a senior security interest
in such interest or the proceeds of any assignment and/or sale thereof by the Debtor in favor of

the DIP Lender in accordance with the terms of the DIP Loan Agreement.
9
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17. Should the DIP Lender, in its sole discretion (but not as a requirement hereunder), ]
from time to time choose to file financing statements, mortgages, notices of lien or similar
instruments, take possession of any Collateral, or take any other action to validate or perfect any
such security interests or liens, the Debtor and its officers are hereby directed to execute any
such documents or instruments as the DIP Lender may reasonably request, and all such
documents and instruments shall be deemed to have been filed or recorded at the time and on the
date of the entry of this Interim Order.

18. The DIP Lender may, in 1ts discretion, file a copy of thls Interim Order as a
ﬁnancmg statement with any recordmg officer designated to file ﬁnancmg statements or with
any registry of deeds or similar office in any jurisdiction in which the Debtor has real or personal
property, and, in such event, the applicable filing or recording officer or registrar is authorized to
file or record such copy of this Interim Order.

19. The automatic stay imposed under section 362(a) of the Bankrupicy Code is
hereby lifted to grant the DIP Lender’s Liens and security interests to the DIP Lender
contemplated by the DIP Loan Agreement and this Interim Order, and is further lifted to the
extent of the exercise by the DIP Lender of any rights or remedies under the DIP Loan
Agreement, subject only to the notice requirement set forth in paragraph 30 herein.

20.  The DIP Lender reserves its rights to credit bid the DIP Obligations (pursuant 0
section 363(k) of the Bankruptey Code and/or applicable law}, in rwhole or in part, in connection
with any sale or dispositioﬁ of assets in the Chapter 11 Case. For the avoidance of doubt, the
sale or disposition of any or all of the assets of the Debtor pursuant to section 363 (or any other -
applicable provision) of the Bankruptcy Code shall not, under the laws of any jurisdiction in
which any assets are located or 10 which any asset or creditor’s rights with respect to such assets
are or may be subject, result in the waiver of the deficiency claim, if any, of the DIP Lender
regardless of whether the DIP Lender credit bids its interest in respect of such sale or disposition.

Cash Collateral and Adequaie Protection

21. For purposes of this Interim Order, the term “Cash Collateral” shall mean and
10
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include all “cash collateral as defined in section 363 of the Bankruptcy Code, in which the DIP
Lender has a lien, security interest or other interest, whether existing on the Petition Date, arising
pursuant to this Interim Order, or otherwise.

22. . The Debtor requires the use of Cash Collateral to operate its business. Without
the use of Cash Collateral, the Debtof will not be able to meet its cash requirements for working
capital needs. The DIP Lender does not consent to the use of Cash Collateral except on the
terms and for the purposes specified herein.

23, Subject to the terms of this Interim Order and the entry of the Final Order, the
Debtor is authorized to use Cash Collateral in which the DIP Lender may have an interest, in
accordance with the terms, Qonditions, and limitations set forth in the DIP Loan Documents. The
Debtor is hereby authorized to use Cash Collateral in any updated DIP Loan Agreement that is
amended in accordance with this Interim Order and the DIP Loan Documents without further
approval by the Court. Any dispute in connection with the use of Cash Collateral in accordance
with the DIP Loan Documents and this Interim Order shall be heard by the Court.
Notwithstanding anything in this Interim Order to the contrary, the Debtor’s authority to use
Cash Collateral shall automatically terminaie (subject to the provisions of paragraph 30 below or
further Order of this Cburt) without any further action by this Court or the DIP Lender, upon the
earliest to occur of (the “Cash Collateral Termination Date’): (a) the date on which an Event of
Default shall havé occurred under the DIP Toan Docﬁments; and (b) such earlier date on which
the DIP Obligations shall become due and payable in accordance with the terms of this Interim
Order and/or the DIP Loan Documents.

24, The Debtor acknowledges and stipulates that the DIP Lender is entitled, pursuant
to sectiohs 161, 363(e) and 364(d)(1) of the Bankruptcy Code, to adequate protection of its
interest in the Cash Collateral, to the extent of the aggregate diminution in value, if any, of the
DIP Lender’s Cash Collateral.

25.  As adequate protection for the use of Cash Collateral by the Debtor, and in

accordance with sections 361, 363(e), and 364(d) of the Bankruptcy Code, the DIP Lender is
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hereby granted (effective and perfected upon the date of this Interim Order and without the
necessity of execution by the Debtor of mortgages, security agreements, pledge agreements,
financing statements, or any other agreement), valid, perfected, post-petition security interests in
and replacement liens (the “Replacement Liens™) on all of the Collateral to secure an amount
equal to the aggregate diminution in the value or amount of the interests of the DIP Lender,
whether as a result of depreciation, use, sale, loss, decline in market price. Such replacement
liens shall rank pari passu with all other liens of the DIP Lender granted pursuant to the DIP
Loan Documents, subject only to those perfected and unavoidable liens set forth on Schedule
7.02(a) to the DIP Loan Agreement. Except as provided in this paragraph 25 and paragraph 27,
the Replacement Liens shall not, at any time prior to the full and complete satisfaction in cash of
any and all DIP Obligations in accordance with the terms of the DIP Loan Documents and this
Interim Order, be made subject or subordinated to, or made pari passu with any other lien,
security interest or claim existing as of the Petition Date or created under section 363 or 364(d)
of the Bankruptcy Code or otherwise except for those perfected and unavoidable liens set forth
on Schedule 7.02(a) to the DIP Loan Agreement.

Administrative Claim

26. As further protection to the DIP Lender and to secure the répayment of the DIP
Obligations, all of the DIP Obligations shall have the status of allowed superpriority
administrative expense claims, in accordance with section 364(c)(1) of the Bankruptey Code, and
shall have priority over all administrative expense claims and unsecured claims against the
Debtor, now existing or hereafter arising, of any kind or nature whatsoever, including, without
limjtation, any adequate protection-related claims and any administrative expenses of the kinds
specified in or ordered pursvant to sections 105, 326, 328, 330, 331, 503(a), 507(a), 507(b),
546(c), 726 and 1114 of the Bankruptey Code to the extent permitted by applicable law.

27. Notwithstanding the foregoing provisioﬁé of thisllnt.er-im Order, the following
amounts shall be payable from and chargeable against the Collateral (and prior to the DIP

Lender’s Liens) (the “Carve-Out”):
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(1) fees payable to the United States Trustee pursuant to 28 U.S.C. )
§1930(a)(6) (the “UST Fees™); and
(i)  fees and expenses of attorneys, accountants, and other professionals

retained in the Chapter 11 Case pursuant to sections 327 and 1103 of the Bankruptcy Code
(except 1o the extent such fees and expenses incurred for services rendered in connection with
the prosecution of actions, claims or causes of action against the DIP Lender or in improperly
preventing or hindering or unreasonably delaying, whether directly or indirectly, the DIP
Lender’s assertion or enforcement of the DIP Lender’s Liens or realization upon the Collateral)
(the “Priority Professional Expenses”) to the extent allowed or later allowed by the Court, but the
amount entitled to priority under this sub-clause shall not exceed the amount provided for in the
Budget prior to an event of default plus $100,000 (the “Carve-Out Amount”). Nothing contained
herein shall be construed as consent to the allowance of any fees and expenses referred to above
and shall not affect any right of the DIP Lender to object to the reasonableness of such amounts.
Moreover, so long as no event of default has occurred, the Debtor shall be permitted to provide
funds allocated to the payment of the Debtor’s legal fees (in the amounts set forth in the Budget)
to the DeBtor’s attorneys to be held in escrow pending Court approval and allowance of the
Debtor’s attorneys’ fees pursuant to properly filed fee applications.

28. The Debtor shall not be permitted under any circumstance to pay, from the Carve-
Out Amount or otherwise, any fees or expenses incurred by any party, including the Debtor or
any creditors’ committee, in connection with the filing and prosecution or defense of any claims,
causes of action, adversary proceedings or other litigation against the DIP Lender, including,
without limitation, challenging the amount, validity, priority or enforceability of, or asserting any
defense, counterclaim, or ofiset to, the DIP Obligations or the DIP Tender’s Liens in respect
thereof.

29 No other liens shall have priority superior to or pari passu with that granted by
this Interim Order to thé DIP Lender, or shall be granted while any portion of the DIP

Obligations under the DIP Loan Agreement remains outstanding, absent the express written
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consent of the DIP Lender. _

30. Notwithsfanding the provisions of section 362 of the Bankruptcy Code and
without -any further order of, or application or motion to, this Court, in the evént of the
occurrence of an Event of Défault, and at all times thereafter, and without any restriction or
restraint by any stay under section 362 of the Bankruptcy Code against the enforcement of the
liens and security interests or any other rights granted pursuant to the DIP Loan Agreement, thé
DIP Lender may, by written notice to the Debtor, (i) terminate forthwith all or any portion of the
DIP Financing and the DIP Lender’s obligations to make any further loans or advances, (ii)
declare the DIP Obligations to be immediately due and payable, and (iii) take any and all actions
and exercise any and all rights and remedies allowed under the DIP Loan Agreement, which the
DIP Lender may deem appropriate. Notwithstanding the foregoing, but without limiting any of
the DIP Lender’s rights or remedies, the DIP Lender shall not consummate foreclosure on the
Collateral or otherwise seize control of assets of the Debtor’s Estate absent five (5) Business
Days’ prior written notice of an Fvent of Default to the Debtor, any official committee appointed
in this Chapter 11 Case and the Office of the United States Trustee.

31.  Upon entry of the Final Order, neither the Collateral nor the DIP Lender shall be
subject to surcharge, pursuant to sections 506(c) or 105 of the Bankruptcy Code or otherwise, by
the Debtor or any other party in interest, until all DIP Obligations are indefeasibly paid in full to
the DIP Lender in cash, and no such consent shall be implied from any other action, inaciion, or
acquiescence by the DIP Lender in the Chapter li' Case, including but not limited to funding of
the Debtor’s ongoing operations by the DIP Lender. Inno event shall the DIP Lender be subject

to the equitable doctrine of “marshalling” or any similar doctrine with respect to the Collateral.

EXISTING CREDIT FACILITIES

30 The extent, validity, perfection and enforceability of the Prepetition Note
Obligations and the Existing Lender’s liens upon and security interests in the prepetition
collateral securing the Prepetition Note Obligations are for all purposes subject only to the rights

of the Debtor and any committee that may be appointed in the Chapter 11 Case or any other
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party in interest with the requisite standing, for a period of 60 days commencing on the date
hereof, to file a complaint pursuant Bankruptcy Rule 7001, seeking to avoid the ‘Prepetition Note
Obligations or the Existing Lender’s liens upon and security interests in the prepetition collateral
pursuant to Sections 544, 547 or 548 of the Bankruptey Code. If such complaint is not timely
filed within such 60-day period set forth above, the Prepetition Note Obligations and the Existing
Lender’s security interests in and liens upon the prepetition collateral shall be recognized and
allowable as valid, binding, in full force and effect, not subject to any claims, counterclaims,
setoff or defenses, perfected and senior to all other liens upon and claims against the prepetition
collateral with respect all parties in the Chapter 11 Case except as provided in this Interim Order.

33, Subject to the entry of the Final Order, the Debtor’s use of the proceeds of the
DIP Financing to repay all amounts outstanding under the Prepetition Note Obligations, whether
for principal, interest or fees, is hereby expressly approved.

MISCELLANEOQOUS PROVISIONS

34, As more fully set forth in Section 9.06 of the DIP Loan Agreement, the Debtor
shall hold the DIP Lender and its sharcholders, officers, directors, employees and agents (each,
an “Indemnified Party”) harmless from and inderﬁnify any Indemnified Party, on an after-Tax
basis, against all claims, liabilities, losses, damages, costs and expenses of any kind which may
be imposed omn, incurred by or asserted against such Tndemnified Party (collectively, the
“Indemnified Liabilities”) felating to or arising out of this Interim Order, the DIP Loan
Agreement, the Note, ahy other DIP Loan Document or any transaction contemplated hereby or
thereby, or any amendment, supplement or modification of, or any waiver or consent under or n
respect of, the DIP Loan Agreement, the Note, any other DIP Loan Document or any transaction
contemplated hereby or thereby.

35. Nothing in this Interim Order, the DIP Facility, or any other documents related to
these transactions shall in any way be construed or interpreted to impose or allow the imposition
upon the DIP Lender any liability for any élaims arising from the pre-petition or post-petition

activities of the Debtor in the operation of its business, or in connection with its restructuring
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efforts. So long as the DIP Lender complies with its obligations, if any, under 'applicable law
(including the Bankruptcy Code), (1) the DIP Lender shall not, in any way or manner, be liable or
responsiBle for (A) the safekeeping of the Collateral, (B) any loss or damage thereto occurring or
arising in any manner or fashion from any cause, (C) any diminution in the value thereof, or (D)
any act or default of any carrier, servicer, bailee, custodian, forwarding agency or other person,
and (ii) all risk of loss, damage or destruction of the Collateral shall be borne by the Debtor.

36. The DIP T.ender is hereby relicved of the requirement to file proofs of claim ih the
Chapter 11 Case with respect to any DIP Obligations and any other claims or liens granted
hereunder or created hereby.

37. | The DIP Lender’s Liens, security interests, administrative priorities and other
rights and remedies granted to the DIP Lender by the provisions of this Interim Order and any
actions taken pursuant hereto, as well as the Debtor’s obligations to allow access to the DIP
Lender’s representatives, proVide information and otherwise comply with its undertakings and
agreements set forth in the DIP Loan Agreement and this Interim Order, shall continue beyond
and survive the expiration of this Interim Order, and, to the extent permitted by applicable law,
shall not be modified, altered or impaired in any manner by (a) any other financing or extension
of credit or incurrence of indebtedness by the Debtor under section 364 of the Bankruptcy Code
or otherwise (except as contemplated by the DIP Loan Agreement), (b) the entry of an order or
orders confirming any plan or plans of reorganization in the Chapter 11 Case, or (c) the entry of
an order converling the Chapter 11 Case to a case under chapter 7 of the Bankruptcy Code or
dismissing the Chapter 11 Case.

38. The terms and provisions of this Interim Order and the DIP Loan Agreement, and
the DIP Lender’s Liens and security interests granted to the DIP Lender and the superpriority
status of the administrative claims and payment provisions contained in this Interim Order and
the DIP Loan Agreement shall continue in full force and effect until the DIP Obligations are
indefeasibly paid in full in cash, and DIP Loan Agreement is terminated.

39. The Debtor shall not seck entry of an order providing for the sale of the Collateral
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under section 363 of the Bankruptcy Code unless either: (i) all DIP Obligations shall have been”
paid indefeasibly in full in cash and completely satisfied as part of such transaction; or (i1) the
DIP Lender expressly consents to said transaction.

40. To the extent of any conflict between or among the express terms or provisions of
any of the DIP Loan Agreement, the Motion, any other order of this Court, or any other
agreements and the terms and provisions of this Interim Order, unless such term or provisions
herein is phrased in terms of “as defined in” or “as described in,” the terms and provisions of this
Interim Order shall govern. _

41. This Interim Order and DIP Loan ‘Agreement shall be valid, binding and
enforceable by the DIP Iender against the Debtor, its successors and assigns, including, without
limitation, any chapter 11 or chapter 7 trusiee appointed as a representative of the Debtor’s
Estate; provided, however, that the DIP Lender shall have no obligation to extend any financing
to any such chapter 11 or chapter 7 trustee or similar PeTsoIL

42, The Debtor is authorized and directed to maintain its cash management system in
a4 manner consistent with the DIP Loan Agreement and any order of the Court with respect to the
same.

43.  If any provision of this Interim Order is hereafter modified, vacated, reversed or
. stayéd by subsequent order of this or any other court for any reason, such modification, vacation,
reversal or stay shall not affect the validity and priozity of any of the DIP Obligations incurred
under this Interim Order and the DIP Loan Agreement, and prior to the effective date of any such
modification, vacation, reversal or stay, the validity, enforceability or priority of the DIP
Obligations sﬁall be governed in all respects by the original provisions of this Interim Order, and
the DIP Lender shall be entitled to all the rights, privileges and benefits granted herein. The
transactions contemplated by the DIP Financing have been entered into by the DIP Lender in
good faith, and, as a result, the DIP Lender is entitled to the protections afforded by Section
364(e) of the Bankruptcy Code in the event of any reversal or modification of this Interim Order.

44. The security interests and DIP Lender’s Liens granted to or for the benefit of the
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DIP Lender hereunder énd the rights of the DIP Lender pursuant to this Interim Order shall not
be altered, modified, extended, impaired or affected by any plan of reorganization or other order
of the Debtor and shall continue after confirmation and consummation of any plan until the DIP
Obligations are indefeasibly paid in full.

45.  This Interim Order shall not be construed in any way as a walver or
relinquishment of any rights that the DIP Lender may have to bring or be heard on any matter
brought before this Court. |

46.  This Court shall retain jurisdiction to hear and determine all matters arising from
the implementation of this Interim Order.

47. . The Final Hearing on the Motion and DIP Loan Agreement shall be heard before
this Court on | 1,2009at __ m. n Courtroom _at 824 North Market Street,
Wilmington, Delaware, 19801. Any party-in-interest objecting to the relief sought in the Final
Order shall file with the Court (with a courtesy copy to chambers) its written objection and serve

such objection (so as to be received) no later than | ] by 4:00 p.m. local time

(the “Objections Deadline™), on (i) counsel to the Debtor, Richards Layton & Finger, P.A., One
Rodney Square, 920 North King Sirect, Wilmington, Delaware, Attn: Mark D. Collins, Esq., and
Christopher Samis, Esq., (i) counsel to the DIP Lender, O’Melveny & Myers, LLP, 2760 Sand
Hill Road, Menlo Park, CA 94025, Attn: Sam Zucker; and (iii) the United States Trustee for the
District of Delaware, 844 King Sfreet, Suite 2313, Wilmington Delaware 19801, Attn: [ 1.
The Debtor shall mail copies of this Interim Order and notice of the Final Hearing (including the
Objections Deadline) to counsel for the DIP Lender, the United States Trustee and any counsel

chosen to represent any official committee appointed in the Chapter 11 Case.
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48 Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014 of the Bankruptcy Rules )
or any other Bankruptcy Rule or Rule 62(a) of the Federa_l Rules of Civil Procedure, this Interim
Order shall be immediately effective and enforceable upon its entry and there shall be no stay of

execution or effectiveness of this Interim Order.

Dated: , 2009
United States Bankruptey Court Judge
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EXHIBIT B

PROPOSED FINAL ORDER
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IN THE UNITED STATES BANKRUPTCY COURT
' FOR THE DISTRICT OF DELAWARE

In re: )  Chapter 11
) .
deCODE genetics, Inc." ) CaseNo.09-_ ()
)
}  Re: Docket No. [__]

Debtor.

FINAL ORDER (A) AUTHORIZING DEBTOR TO OBTAIN POSTPETITION
FINANCING AND TO GRANT SECURITY INTERESTS AND SUPERPRIORITY
ADMINISTRATIVE EXPENSE STATUS PURSUANT TO 11 U.S.C. §§ 105, 364(C) AND
364(D); (B) AUTHORIZING DEBTOR TO USE CASH COLLATERAL;

(C) MODIFYING THE AUTOMATIC STAY PURSUANT TO 11 U.5.C. § 362; AND (D)
CRANTING ADEQUATE PROTECTION PURSUANT TO 11 U.S.C. §§ 361 AND 363

Upon Debtor’s Motion for Order (a) Authorizing Debtor to Obtain Interim Postpetition
Financing and to Grant Security Interests and Superpriority Administrative Expense Status
Pursuant to 11 U.S.C. §§ 105, 364(c) and 364(d); (b) Authorizing Debtor to Use Cash Collateral,
(c) Modifying the Automatic Stay Pursuant to 11 U.S.C. § 362;- (d) Granting Adequate
Protection Pursuant to 11 U.S.C. §§ 361 and 363; and (¢) Scheduling a Final Hearing Pursuant to
| Bankruptcy Rule 4001 (the “Motion”)” dated | |, 2009, filed by deCODE genetics,
Inc., as debtor and debtor-in-possession (the “Debtor”) in the above-captioned chapter 11 case

(the “Chapter 11 Case”) seeking to,.inter alia:

(i) obtain authorization for the Debtor to obtain a senior secured superpriority
term loan in an aggregate amount of $11,117,928 (the “DIP Financing”) from
Saga Investments, LLC (the “DIP Lender”) _substantially en the terms and
conditions set forth in the Debtor-in-Possession Loan Agreement (as amended,
supplemented, or otherwise modified and in effect from time to time, the “DIP
Loan Agreement”, and together with any and all other related documents and
agreements entered Into in comnection with or related to the DIP Financing, the
~ “DIP Documents”);

(iiy  obtain authorization of the roli—up of the Prepetition Note Obligations into
DIP Obligations upon entry of this Final Order;

1 The debtor in this case, along with the last four digits of the federal tax identification number for the

debtor, is deCODE genetics, Inc. (6704).

? (Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed thereto
in the Motion.
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(ifi)  obtain authorization for the Debtor to enter into the DIP Loan Agreement
and DIP Documents and to perform such other and further acts as may be
necessary or appropriate in connection with the DIP Documents;

(iv)  grant the DIP Lender superpriority administrative claim status pursuant to
section 364(c)(1) of the Bankruptcy Code in respect of all DIP Obligations; and

(v) obtain authotization for the Debtor (i) to use Cash Collateral and (ii) to

provide adequate protection to the DIP Lender in the form of replacement liens
and superpriority administrative claim status.

The Interim Hearing having been held on | ], 2009, the Interim Order having
been entered, pursuant to which the Debtor was authorized to obtain secured credit on an interim
basis in the amount of $3,600,000, and the Final Hearing having been held on | ], 2009,
upon all of the pleadings filed with the Court and upon the record of the Interim Hearing and the
record of the Final Hearing, and after due deliberation and consideration and sufficient .cause
appearing therefor;

THE COURT HEREBY MAKES THE FOLLOWING FINDINGS OF FACTS AND
CONCLUSIONS OF LAW:?

A, Petition. On November 16, 2009 (the “Petition Date”), the Debtor filed a
voluntary petition for relief under chapter 11 of the Bankruptcy Code, creating the Debtor’s
bankruptcy estate (the “Estate”). The Debtor continues to operate its business and manage its
assets as a debtor in possession pursuant io sections 1107(2) and 1108 of the Bankruptcy Code.

. B. Jurisdiction and Venue. This Court has jurisdiction over these proceedings and

therparties and property affected hereby pursuant to 28 U.S.C. §§ 157 and 1334 and this is a core
proceeding pursuant to 28 US.C. § 157(b)(2). Venue is proper in this Court pursuant to
28 U.S.C. §§ 1408 and 1409. The statutory bases for the relief requested herein are Bankruptcy
~ Code sections 105, 361,:362, 163, 364(c), and 364(d), and Bankruptcy Rules 2002 and 4001 and

Local Rule 2015-2.

¥ Findings of fact shall be construed as conclusions of law, and conclusions of law shall be consirued as
findings of fact pursuant to Fed. R. Bankr. P. 7052. Any statements of the Court from the bench at the Interim
Hearing and the Final Hearing shall constitute additional findings of fact and conclusions of law as appropriate and
are expressly incorporated by reference into this Final Order to the extent not inconsistent herewith.
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C. Necessity of Financing. The Debtor submits that the proposed financing

pursuant to the DIP Loan Agreement and the use of Cash Collateral will allow it to continue the
~ operations of its business and administer, preserve and increase the value of its Estate. The
ability of the Debtor to finance its operations requires the availability of additional working
capital and the use of Cash Collateral, the absence of which would immediately and irreparably
harm the Debtor, its Estate and its creditors and the possibility for the Debtor’s successful
reorganization. Entry of this Final Order approving the DIP Financing and the use of Cash
Collateral will benefit the Debtor and its Estate and creditors.

D. Willingness to Lend. The DIP Lender is willing to make the DIP Financing

available and to make the loans and advances thereunder pursuant to the terms of the DIP Loan
Agreement, only upon the condition that the DIP Lender is granted with respect (o the
Obligations as provided herein and in the DIP Loan Agreemeht, (i) pursuant to section 364(c)(1)
of the Bankruptcy Code, a superpriority administrative expense claim in the Chapter 11 Case and
(ii) liens on and security interests in the Collateral, pursuant to sections 364(0)(2) and 364{(d)(1)
of the Bankruptey Code in the priority set forth herein and in the DIP Loan Agreecment (the “DIP
Lender’s Liens™), subject only to those perfected and unavoidable liens set forth on Schedule
7.02(a) to the DIP Loan Agreeinent.

E. No Credit Available on Other Terms. The Debtor is unable to obtain unsecured

credit allowable under section 503(b)(1) of the Bankruptcy Code or pursuant to sections 364(a)
and 364(b) of the Bankruptcy Code.

F. Business Judgment and Good Faith. The terms of the DIP Financing (including

the DIP Loan Documents) and the use of Cash Collateral are fair, just, and reasonable under the
cifcumstances, are appropriate for secured financing to a debtor in possession, reflect the
Debtor’s exercise of its prudent business judgﬁlent consistent with its fiduciary duties, and are
supported by reasonabiy equivalent value and fair consideration. The terms of the DIP
Financing have been negotiated in good faith and at arms’ length by and between the parties,

_with all parties represented by counsel. Any credit extended under the terms of the DIP
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Financing shall be extended in good faith by the DIP Lender as that term is used in section
364(e) of the Bankruptcy Code. The DIP Lender has acted in good faith within the meaning of

section 364(e) of the Bankruptcy Code in closing the transactions contemplated in the DIP Loan

Agreement. The DIP Lender is not an “insider” ot “affiliate” of the Debtor (as such terms are

defined in the Bankruptcy Code).

G. No Representations or Reliance. The Debtor stipulates that the DIP Lender and

the Indemnified Parties (as defined below) have made no representations, offered no opinions,
and have taken no positions, cither individually or collectively, regarding the value of any
portion of the Collateral, and, in determining the value of the Collateral, the Debtor has not relied

upon any representation, opinion ot position of the DIP Lender in regard thereto.

H. Property of the Estate. Each item of the Collateral constitutes property of the
Estate of the Debtor. | - '

I. Good Cause. The DIP Financing and relief requested in the Motion are
necessary, essential, appropriate and in the best interest of the Debtor, its creditors, and its Estate,
as its implementation will, among other effects, provide the Debtor with the necessary hquidity
(a) to mininize dlsruphon to Debtor’s business and on-going operations, (b) 0 preserve and
maximize the value of the Estate for the beneﬁt of all creditors of the Debtor, and (c) to avoid
immediate irreparable harm to the Debtor, its creditors, its business, its employees, and its assets.

J. Notice. Pursuant to Bankruptcy Rule 4001(c), notice by facsimile of the Interim
Hearing has been given to (i) the Office of the United States Trustef;, (ii) counsel for the DIP
Lender, (iii) the Internal Revenue Service, (iv) the Securities and Exchange Comumission, (v) the
Debtor’s list of top 20 unsecured creditors, and (vi) all known holders of licns, encumbrances, or
security interests in the Collateral. Based on the record made by the Debtor, the Court finds that
appropriate notice of the Interim Hearing has been given.

Based on the foregoing,
IT IS HEREBY ORDERED, ADJUDGED AND DECREED, that:

1. The Motion is granted in accordance with the terms of this F:inal Order. The
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Debtor is immediately authorized and, pursuant to the terms of this Final Order and the terms

and conditions of the DIP Loan Agreement, empowered to borrow funds under the DIP

Financing in such amount or amounts as may be available to or for the benefit of the Debtor from

the DIP Lender, which shall not exceed the aggregate amount of $11,117,928 for the purposes

permitted under the DIP Toan Agreement and this Final Order.

2. Any objections to the Motion with respect to eniry of this Final Order that have
not been withdrawn, waived or settled, and all reservations of rights included therein, are hereby
denied and overruled. |

3. Except as set forth'- in this Final Order, the terms and conditions of the DIP Loan
Agreement are hereby approved in all respects. All provisions in the DIP Loan Agreement are
‘binding and enforceable in full even if not expressly referenced in this Final Order. The Debtor
and the DIP Lender with respect to the DIP Loan Agreement may finalize, amend, modify,
sﬁpplement or waive any provision of the DIP Loan Agreement if such amendment,
modification, supplement or waiyer is permitted under the terms of the DIP Loan Agreement and
is not material (in the good faith judgment of the DIP Lender and the Debtor) without any need
to apply to, or receive further approval from, the Court.

4. The Debtor is hereby authorized to (a) do and perform all acts and to ‘make,
execute, and deliver all instruments and documents which may be requisite or necessary for the
performance by the Debtor under the DIP Loan Agreement, and (b) pay all principal, interest,
reasonable fees and other expenses which may be r.equired or necessary for the Debtor to
perform all of its Obligations under this Final Order and the DIP Loan Agreement (collectively,
the “DIP Obligatiens”). Fach officer of the Debtor, and each such other individual as may be so
authorized by the Board of Directors of the Debtor, acting singly, is hereby authorized to execute
and deliver any and all of the DIP Loan Agreement and related‘documents, such execution and
delivery to be conclusive of their respective authority to act in the name and on behalf of the
Debtof.

5. The Debtor is hereby authorized and directed to pay the fees as they come due
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under the DIP Loan Agreement to the DIP Lender without further order of this Court, including
without limitation, all out-of-pocket costs and expenses of the DIP Lender (including attorney.’s

fees and expenses) as provided for under the DIP Loan Agreement, in each case, in accordance

with the Budget; provided that all such fees in excess of the amounts provided in the Budget, if
any, shall be paid no later than the earliest of (i) the Maturity Date, (ii) the date that the DIP

Obligations are paid in full, and (iii) acceleration of the DIP Obligations pursuant to Article 8 of
the DIP Loan Agreement.

6. In providing for the advancement of post-petition financing under the DIP Loan
Agreement, cach of the Debior and the DIP Lender acknowledges, stipulates and agrees that, n
entering the DIP Loan Agreement, and as consideration therefor, the Debtor has obtained all
authorizations, consents and approvals necessa.fy from, and have made all filings with and given
all notices (if any such notice was required) to, all federal, state aﬁd_local governmental agencies,
authorities and instrumentalities required to be obtained, made or given by the Debtor in
connection with the execution, delivery, performance, validity and enforceability of the DIP
Loan Agreement to which the Debtor is party. |

7. Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loaﬁ Agreement, the Debtor
shall not in any way prime or otherwise adversely affect the DIP Lender’s Liens granted under
this Final Order by offering a subsecuent lender or a party-in-interest a superior or pari passu
lien or claim pursuant to sections 364(d) or 507(b) of the Bankruptcy Code or otherwise.

R Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way grant junior encumbrances on the Collateral upon which the DIP Lender
possesses liens provided to them under this Final Order other than the liens permitted under
Sec.tion 7.02 of the DIP Loan Agreement, provided that such liens shall be subordinated in
priority and in right of payment to the DIP Obligations; and further, the Debtor agrees that the

Debtor shall not otherwise encumber otherwise unencumbered assets.
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COLLATERAYL SECURITY

9. Pursuant to sections 364{(c)2) and 364(d)(1) of the Bankruptcy Code, and as
protectlon to the DIP Lender and to secure the repayment of the DIP Obligations, the DIP
Lender, shall have and its hereby granted a valid, binding, and enforceable perfected securrty
interest in and to and lien on all the Collateral, whether now owned or hereafter acquired, now
existing or hereafter created and wherever located; provided that the Collateral shall not include
avoidance actions of the Debtor or the proceeds thereof.

10. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code
shall be valid, binding, and enforceable first priority perfected security interests in and to and
liens on all of the Collateral, whether now owned or hereafter acquired, now existing or hereafter
created and wherever located, with prrorlty over any and all other liens that may be secured by
the Collateral except for those perfected and unavoidable liens set forth on Schedule 7.02(a) to
the DIP Loan Agreement. '

11. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy. Code
shall be valid, binding, and enforceable first prionity perfected security interests in and to and
liens on all of the Debtor’s right, title and interest in, to and under all the Collateral, subject only
to those perfected and unavoidable liens sct forth on Schedule 7.02(a) to the DIP Loan
Agreement.

12. Except as set forth herein, the DIP Lender’s Liens under rhis Final Order and the
DIP Loan Agreement shall continue to be at all times first and senior in priority to all other liens,
encumbrances ot security interests of every kind and shall not be subordinate or pari passu with
any other lien, encumbrance or security interest or right of setoff, including liens-in respect of the
| Prepetition Note Obligations, and no lien, encumbrance or security interest shall be permitted
which shall be senior to or pari passu with the DIP Lender’s Lien granted hereunder or under the
DIP Loan Agreement.

13. Saga Investments, LLC, in its capacity as lender under the Prepetition Note (the

“Fxisting Lender”), consents to priming lien granted to the DIP Lender herein in respect of the
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DIP Obligations; provided that, as adequate protection for the granting of the priming lien to the )
DIP Lender, and in accordance with sections 361 and 364(d) of the Bankruptcy Code, the
Existing Lender is hereby granted (effective and perfected upon the date of this Interim Order
and without the necessity of execution by the Debtor of mortgages, security agreements, pledge
agreements, financing statements, or any other agreement), valid, perfected, post-petition
security interests in and replacement liens (the “Existing Lender Replacement Liens™) én all of
the Collateral to secure an amount equal to the aggregate diminution in the value or amount of
the interests of ﬂle Existing Lender, whether as a result of depreciation, use, sale, loss, decline in
market price. Such replacement liens shall rank junior to the liens of the DIP Lender granted
pursuant to the DIP Loan Documents. Except as provided in this paragraph 13, the Existing
Lender Replacement Liens shall not, at any time prior to the full and complete satisfaction in
cash of any and all oblpigations under the Prepetition Note in accordance .with their terms, be
made subject or subordinated to, or made pari passu- with any other lien, security interest or
claim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy
Code or otherwise except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
to the DIP Loan Agreement. The Debtor acknowledges and stipulates that the Existing Lender is
entitled, pursuant to sections 361 and 364(d)(1) of the Bankruptcy Code, to adequate protection
of its security interest securing the Debtor’s obligations under the Prepetitioﬁ Note, to the extent
of the aggregate diminution in value, if any, of the Existing Lender’s prepetition collateral.

14.  The DIP Iender’s Liens, as described above, and security interests gra_nted to the
DIP Lender herein .shall not (i) be subjeét to any lien or security interest that is avoided and
preserved for the benefit of the Debior’s Estate as a result of any avoidaﬁce actions or (ii) be
subordinated to or made pari passu with any other lien or security interest under section 364(d)
of the Bankruptcy Code or otherwise. |

15. This Final Order shall be sufficient and conclusive evidence of the validity,
perfection, and priority of the DIP Lender’s Liens upon the Collateral, without the necessity of

filing or recording any financing statement or other instrument or document which may
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otherwise be required under the law of any jurisdiction or the taking of any other action to
validate or perfect the DIP Lender’s Liens on and its security interests in the Collateral or to
entitle the DIP Lender to the priorities granted herein. The DIP Lender shall not be required to
file any financing statements, mortgages, notices of lien or similar instruments in any jurisdiction
or filing office, or to take any other action in ofder to perfect the DIP Lender’s Liens and security
interests granted by or pursuant to this Final Order or the DIP Loan Agreement.

| 16. Pursuant to sections 364(c)(2) and 364(d)(1) of the Bankruptcy Code, any
provision of any leése or other license, contract or other agreement that requires the consent or
approval of one or more parties, or requires the payment of any fees or obligations to any
governmental entity, in order for the Debtor to pledge, grant, sell,. or otherwise trénsfer any such
interest or the proceeds thercof or other Collateral, is and shall be deemed to be inconsistent with
the provisions of the Bankiuptcy Code and shall have no force and effect with respect to the
transactions granting the DIP Lender a senior security interest in such interest or the proceedé of
any assignment and/or sale thereof by the Debtor in favor of the DIP Lender in accordance with
the terms of the DIP Loan Agreement.

17. Should the DIP Lender, in its sole discretion (but not as a requirement hereunder),
from time to time chbose to file financing statements, mortgages, notices of lien or similar '
instruments, take possession of any Collateral, or take any other action to validate or perfect any
such security interests or liens, the Debtor and its officers are hereby difected to execute any
such documents or instruments as the DIP Lender may reasonably requesi, and all such
‘documents and instruments shall be deemed to have been filed or recorded at the time and on the
date of the entry of this Final Order.

18.  The DIP Lender may, in its discretion, file a copy of this Final Order as a
financing statement wuh any recording officer designated to file financing statements or with
any registry of deeds or similar office in any jurisdiction in which the Debtor have real or
personal property, and, in such event, the apphcable filing or recording officer or registrar is

authorized to file or record such copy of this Final Order.
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19. The automatic stay imposed under section 362(a) of the Bankruptey Code is
hefeby lifted to grant the DIP Lender’s Liens and sccurity interests to the DIP Lender
contemplated by the DIP Loan Agreement and this Final Order, and is further lifted to the extent
of the exercise by the DIP Lender of any rights or remedies under the DIP Loan Agreement,
subject only to the notice requirement set forth in paragraph 30 herein. |

90.  The DIP Lender reserves its rights to credit bid the DIP Obligations (pursuant to
section 363(k) of the Bankruptcy Code and/or applicable law), in whole or in part, in connection
with any sale or disposition of assets in the Chapter 11 Case. For the avoidance of doubt, the
sale or disposition of any or all of the asscts of the Debtor pursuant to section 363 (or any other
applicable provision) of the Bankruptcy Code shall not, under the laws of any jurisdiction in
which any assets are located or to which any asset or creditor’s rights with respect to such assets
are or may be subject, result in the waiver of the deficiency claim, if any, of the DIP Lender
regardless of whether the DIP Lender credit bids its interest in respect of such sale or disposition.

Cash Collateral and Adequate Protection

21. For purposes of this Final Order, the term “Cash Collateral” shall mean and
include all “cash collateral as defined in scction 363 of the Bankruptcy Code, in which the DIP
Lender has a lien, security interest or other interest, whether existing on the Petition Date, arising
~ pursuant to this Interim Order, or otherwise.

22 The Debtor requires the use of Cash Collateral to operate its businesses. Without
the use of Cash Collateral, the DeBtor will not be able to meet its cash requirements for working
capital needs. The DIP Lender does not consent to the use of Cash Collateral except on the
terms and for the purposes specified herein.

23. Subject to the terms of this Final Order, the Debtor is authorized to use Cash
Collateral in which the DIP Lender may have an interest, in accordénce with the- terms,
conditions, and limitations set forth in fhe DIP Loan Documents. The Debtor is hereby
authorized to use Cash Collateral in- any updatéd‘ DIP Loan Agreement that is amended in

accordance with this Interim Order and the DIP Loan Documents without further approval by the
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Court. Any dispute in connection with the use of Cash Collateral in accordance with the DIP’
Loan Documents and this Final Order shall be heard by the Court. Notwithstanding anything in
this Final Order to the contrary, the Debtor’s authority to use Cash Collateral shall automatically
terminate (subject to the provisions of paragraph 30 below or further Order of this Court) without
any further action by this Court or the DIP Lender, upon the earliest to occur of (the “Cash
Collateral Termination Date’): (a) the date on which an Event of Default shall have occurred
under the DIP Loan Documents; and (b) such earlier date on which the DIP Obligations shall
become due and payable in accordance with the terms of this Final Order and/or the DIP Loan
Documents.

24 The Debtor acknowledges and stipulates that the DIP Lender is entitled, pursuant
to sections 361, 363(e) and 364(d)(1) of the Bankruptcy Code, to adequate protection of its
interest in the Cash Collateral, to the extent of the aggregate diminution in value, if any, of the
DIP Lender’s Cash Collateral. |

25.  As adequate protection for the use of Cash Collateral by the Debtor, and in
accordance with sections 361, 363(e), and 364(d) of the Bankruptcy Code, the DIP Leﬁdel' is
" hereby granted (effective and perfected upon the date of this Final Order and without the
necessity of execution by the Debtor of mortgages, security agreements, pledge agreements,
financing statements, or any other agreement), valid, perfected, post-petition seburity interests in
and replacement liens (the “Replacement Liens”) on all of the Collateral to secure an amount
equal to the aggregate diminution in the value or amouﬁt of the interests of the DIP Lender,
whether as a result of depreciation, use, sale, loss, decline in market price. Such replacement
liens shall rank pari passu with all other liens of the DIP Lender granted pursuant to the DIP
Loan Documents. Except as provided in this paragraph 25 and paragraph 27, the Replacement
Liens shall not, ab any time prior to the full and complete satisfaction in cash of any and all DIP
Obligations in accordance with the terms of the DIP Loan Documenis and this Interim Order, be
made subject or subordinated to, or made pari passu with any other lien, security interest or-

¢laim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy
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Code or otherwise except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
to the DIP Loan Agreement.

Administrative Claim

26.  As further protection to the DIP Lender and to secure the repayment of the DIP
Obli.gations, all of the DIP Obligations shall have the status of allowed superpriority
administrative expense claims, in accordance with section 364(c)(1) of the Bankruptcy Code, and
shall have priority over all administrative expense claims and unsecAured claims against the
Debtor, now existing or hereafter arising, of any kind or nature whatsoever, including, without
Jimitation, any adequate protection-related claims and any administrative expenses of the kinds
specified in or ordered pursuant to sections 105, 326, 328, 330, 331, 503(a), 506(c), 507(a), .
507(b), 546(c), 726 and 1114 of the Bankruptcy Code to the extent permitted by applicable law.

27, Notwithstanding the fotegoing provisions of this Final Order, fhe following
amounts' shall be payable from and chargeable against the Collateral (and prior to the DIP
Lender’s Llens) (the “Carve-Out”):

(i) ~ fees payable to the United States Trustee pursuant to 28 U.S.C. §1930(a)(6) (the
“UST Fees”); and

(ii) fees and expenses of attorneys, accountants, and other professionals retained in
the Chapter 11 Case pursuant to sections 327 and 1103 of the Bankruptcy Code (except to the
extent such fees and expenses incurred for services rendered in connection with the prosecution
of actions, claims or causes of action against the DIP Lender or in improperly preventing or
hindering or unreasonably delaying, whether directly or indirectly, the DIP Lender’s assertion or
enforcement of the DIP Lender’s Liens or realization upon the Collateral) (the “Priority
Professional Expenses”) to the extent allowed or later allowed by the Court, but the amount
entitled to priority under this sub-clause shall not exceed the amount provided for in the Budget
prior to an event of default plus $100,000 (the “Caive-Out Amount”). Nothing contained herein
shall be construed as consent to the allowance of any fees and expenses referred to above and

shall not affect any right of the DIP Lender to object to the reasonableness of such amounts.
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Moreover, so long as no event of default has occurred, the Debtor shall be permitted to provide
funds allocated to the payment of the Debtor’s legal fees (in the amounts set forth in the Budget)
to the Debtor’s atiorneys to bé held in escrow pending Court approval and allowance of the
Debtor’s attorneys’ fees pursuant to properly filed fee applications.

28. The Debtor shall not be permitted under any circumstance to pay, from the Carve-
Out Amount or otherwise, any fees or expenses incurred by any party, including the Debtor or
any creditors’ committee, in connection with the filing and prosecution or defense of any claims,
causes of action, adversary proceedings or other litigation against the DIP Lender, including,
without limi.tation, challenging the amoﬁnt,_ validity, priority or enforceability of, or asserting any
defense, counterclaim, or offset to, the DIP Obljgations or the DIP Lender’s Liens in respect
thereof.

- 29 No other liens shall have priority superior to or pari passu with that granted by
this Final Order to the DIP Lendef, or shall be granted while any portion of the DIP Obligations
under the DIP Loan Agreement remains outstanding, absent the express written consent of the
DIP Lender. |

30.  Notwithstanding the provisions of section 362 of the Bankruptcy Code and
without any further order of, or application or motion to, this -Court, in the event of the
.occurrence of aﬁ Event of Default, and at all times thereafter, 'and without any restriction or
restraint by any stay under section 362 of the Bankruptcy Code against the enforcement of the
liens and security interests or any other rights granted pursuaht to the DIP Loan Agreement, the
DIP Lender may, by written notice to the Debtor, (i) terminate forthwith all or any portion of the
DIP Financing and the DIP Lender’s obligations to make any further loans or advances, (i)
declare the DIP Obligations to be immediately due and payable, and (iii) take any and all actions
and exercise any and all rights and remedies allowed under the DIP Loan Agreement, which the
DIP Lender may deem appropriate. Notwithstanding the foregoing, but without linuting any of
the DIP Lender’s rights or remedies, the DIP Lender shall not cdnsummate foreclosure on the

Collateral or otherwise seize control of assets of the Debtor’s Estate absent five (5) Business
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Days’ prior written notice of an Event of Default to the Debtor, any official committee appointed )
in this Chapter 11 Case and the Office of the United States Trustee.

31.  Upon entry of this Final Order, neither the Collateral nor the DIP Lender shall be
subject to surcharge, pursnant to sections 506(c) or 105 of the Bankruptcy Code or otherwise, by
the Debtor or any other party in interest, until all DIP Obligations are indefeasibly paid in full to
the DIP Lender in casﬁ, and no such consent shall be implied from any other action, 1naction, or
acquiescence by the DIP Lender in the Chaptef 11 Case, including but not limited to funding of
the Debtor’s ongoing operations by the DIP Lender. Inno event shall the DIP Lender be subject
to the equitable' doctrine of “marshalling™ or any similar doctrine with respect to the Collateral.

EXISTING CREDIT FACILITIES

12.  The extent, validity, perfection and enforceability of the Prepetition Note
Obligations and the Existing Lender’s liens upon and security interests In the prepetition
collateral securing the Prepetition Note Obligations are for all purposes subject only to the rights
of the Debtor and any committee that may be appointed in the Chapter 11 Case or any other
party in interest with the requisite standing, for a period of 60 days commencing on the date of
the entry of the Interim Order, to file a complaint pursuant Bankruptcy Rule 7001, seeking to
avoid the Prepetition Note Obligations or the Existing Lender’s liens upon and security mterests |
in the prepetition -collateral pursuant to Sections 544, 547 or 548 of the Bankruptcy Code. If
such complaint is not timely filed within such 60-day period set forth above, the Prepetition Note
Obligations. and the Existing Lender’s security interests in and liens upon the prepetition
collateral shall be recognized and allowable as valid, binding, iﬁ full force and effect, not subject
to any claims, counterclaims, s-etoff or defensés,' perfected and senjor to all other liens upon and
claims against the prepetition collateral with respect all parties in the Chapter 11 Case except as
provided in this Interim Order.-

33.  The Debtor’s use of the proceeds of the DIP Financing to repay all amounts
outstanding under the Prepetition Note Obligations, whether for principal, interest or fees, is

hercby expressly approved. |
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MISCELLANEQUS PROVISIONS

34. The DIP Lender, and its participants, agents, officers, directors, affiliates,
employees, attorneys, professionals, trustees, representatives, successors, and assigns, shall be
forever released and discharged from any claims, rights, demands, damages, actions, causes of
action, costs, expenses, whether known or unknown, of or by any person or entity and each of its
participants, agents, officers, directors, affiliates, employees, attorneys, professionals, trustees,
representatives (including any Creditors’ Committee), successors, and assigns, arising from or
relating to the DIP Loan Agreement, the application of Collateral to the DIP Obligatidns, the
Existing Credit Facilities, or any claim or assertion of a right, interest, or claim in or to the
Collateral.

35. As more fully set forth in Section 9.06 of the DIP Lban Agreement, the Debtor
shall hold the DIP Lender and its shareholders, officers, directors, employees and agents (each,-
an “Indemnified Party”) harmless from and indemnify any [ndemnified Party, on an after-Tax
basis, against all claims, liabilities, losses, damages, costs and expenses of any kind which may
.be imposed on, incurred by or asserted against such Indemnified Party (collectively, the
“Indemnified Liabilities”) relating to or arising out of this Final Order, the DIP Loan Agreement,
the Note, any other DIP Loan Document or any transaction contemplated hereby or thereby, or
any amendment, supplement ot modification of, or any waiver or consent under or in respect of,
the DIP Loan Agreement, the Note, any other DIP Loan Document or any transaction
conteﬁplated hereby or thereby. |

36.  Nothing in this Final Order, the DIP Facility, or any other documents related to
these transactions shall in any way be construed or interpreted to impose or allow the imposition
upon the DIP Lender any liability for any claims arising {rom the pre-petition or post-petition
activitics of the Debtor in the operation of its business, or in connection with its restructuring.
efforts. So long as the DIP Lender complies with it-s-obligations, if any, under applicable law
(including the Bankruptcy Code), (i) the DIP Lender shall not, in any way Or mannef, be liable or

responsible for (A) the safekeeping of the Collateral, (B) any loss or damage thereto occurring or
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arising in any manner or fashion from any cause, (C) any diminution in the value thereof, or (D)
any act or default of any carrier, servicer, bailee, custodian, forwarding agency or other person,
and (ii) all risk of Joss, damage or destruction of the Collateral shall be borne by the Debtor.

37. The DIP Lender is hereby relieved of the requirement to file proofs of claim in the
Chapter 11 Case with respect to any DIP Obligations and any other claims or liens granted
hereunder or created hereby.

38.  The DIP Lender’s Liens, security interests, administrative prierities and other
rights and remedies granted to the DIP Lender by the pr0v1510n5 of this Final Order and any
actions taken pursuant hereto, as well as the Debtor’s Obllgauons to allow access to the DIP
Lender’s representatives, provide information and otherwise cornply with its undertakings and
agreements set forth in the DIP Loan Agreement and this Final Order, shall continue beyond and
survive the expiration of this Final Order, and, to the extent permitted by applicable law, shall
not be modified, altered or impaired in any manner by (a) any other financing or extension of
credit or incurrence of indebtedness by the Debtor under section 364 of the Bankruptcy Code or
otherwise (except as contemplated by the DIP Loan Agreement), (b) the entry of an order or
orders confirming any plan or plans of reorganization in the Chapter 11 Case, or (c) the entry of
an order converting the Chapter 11 Case to a case under chapter 7 of the Bankruptcy Code or
dismissing the Chapter 11 Case.

39. The terms and provisions of this Final Order and the DIP Loan Agreement, and
the DIP Lender;s Liens and security interests granted to the DIP Lender and the superpriority
status of the administrative claims and payment provisions contained in this Final Order and the
DIP Loan Agreement shall continue in full force and effect until the DIP Obligations are
indefeasibly paid in full in cash, and DIP Loan Agreement is terminated.

40.  The Debtor shall not seek entry of an order providing for the sale of the Collateral
under section 363 of the Bankruptcy Code unless either: (i) all DIP Obligations shall have been
paid indefeasibly in full in cash and completely satisfied as part of sueh transaction; or (ii) the

DIP Lender expressly consents to said transaction.
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41. To the extent of any conflict between or among the express terms or provisions of
any of the DIP Loan Agreement, the Motion, any other order of this Court, or any other
agreements and the terms and provisions of this Final Order, unless such term or provisions
herein is phrased in terms of “as defined in” or “a5 described in,” the terms and provisions of this
Final Order shall govern.

47 This Final Order and DIP Loan Agreement shall be valid, binding and enforceable
by the DIP Lender against the Debtor, its successors and assigns, including, without limitation,
any chapter 11 or chapter 7 trusiee appointed as a representative of the Debtor’s Estate; provided,
however, that the DIP Lender shall have no obligation to extend any financing to any such
chapter 11 or chapter 7 trustee or similar pefson.

43 The Debtor is authorized and directed to maintain its cash management system in
a manner consistent with the DIP Loan Agreement and any order of the Court with respect to the
same.

44.  If any provision of this Final Order is hereafter modified, vacated, reversed or
stayed by subsequent order of this or any other court for any reason, such modification, vacation,
reversal or stay shall not affect the validity and priority of any of the DIP Obligations mcurred
under this Final Order and the DIP Loan Agreement, and prior to the effect_we date of any such
modification, vacation, reversal or stay, the Validitj(., enforceability or priority of the DIP
Obligatiqns shall be governed in all respects by the original provisions of this Final Order, and
the DIP Lender shall be entitled to all the rights, privileges and benefits granted herein. The
transactions contem_plated by the DIP Financing have been entered into by the DIP Lender in
good faith, and, as a result, the DIP Lender is entitled to the protections afforded by Section
364(¢) of the Bankruptcy Code in the event of any reversal or modification of this Final Order.

45. "l"herseeurity interests and DIP Lender’s Liens granted to or for the benefit of the
DIP Lender hereunder and the rights of the DIP Lender pursuant to this Finel Order shall not be
~ altered, modified, extended, impaired or affected by any plan of reorganization or other order of

the Debtor and shall continue after confirmation and consummation of any plan until the DIP
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Obligations are indefeasibly paid in full.

46.  This Final Order shall not be construed in any way as a waiver or relinquishmenﬁ
of any rights that the DIP Lender may have to bring or be heard on any matter brought before
this Court.

47.  This Court shall retain jurisdiction to hear and determine all matters arising from
the implementation of this Final Order.

48.  Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014 of the Bankrupicy Rules
or any other Bankruptcy Rule or Rule 62(a) of the Federal Rules of Civil Procedure, this F inal
Order shall be immediately effective and- enf(.)-rceable upon its entry and there shall be no stay of

execution or effectiveness of this Final Order.

Dated: , 2009 :
United States Bankruptcy Court Judge
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EXHIBIT C

DIP LOAN AGREEMENT
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DEBTOR-IN-POSSESSION
LOAN AGREEMENT

This DEBTOR-IN-POSSESSION LOAN AGREEMENT is dated as of November 16,
2009 and entered into by and between deCODE genetics, Inc., a Delaware corporation
(“Borrower”), and Saga Investments, LLC, a Delaware limited liability company (the
“Lender™).

RECITALS

WHEREAS, on November 16, 2009 (the “Petition Date™), Borrower filed a voluntary
petition for relief under the Bankruptcy Code (such term and other capitalized terms used in
these Recitals without definition have the meanings set forth in Section 1.0] of this Agreement)
with the United States Bankruptcy Court for the District of Delaware (the “Court”) (such
proceeding being administered under Case No. | | is hereinafter referred to as the
“Chapter 11 Case”). Borrower continues to operate its business and manage its properties as a
debtor-in-possession pursuant to Sections 1107 and 1108 of the Bankrupicy Code.

WHEREAS, Borrower has requested that the Lender provide a term loan facility on a
post-petition basis on the terms and conditions set forth herein.

WHEREAS, the Lender is willing to provide such financing only if all of the Obligations
hereunder and under the other Loan Documents (a) constitute allowed super-priority
administrative expense claims in the Chapter 11 Case as set forth herein and (b) are secured by a
first-priority Lien on substantially all of the real, personal and mixed property of Borrower and
its Subsidiaries, including a pledge of all of the capital stock of Borrower’s direct and indirect
Subsidiaries.

NOW, THEREFORE, in consideration of the premises and the agreements, pr0V1s10ns
and covenants herein contained, Borrower and the Lender hereby agree as follows:

ARTICLE1
DEFINITIONS

SECTION 1.01. Defined Terms. As used in this Agreement, the following
terms have the following meanings:

“Accounts”: All present and future accounts, contract rights, general intangibles,
chattel paper, documents and instruments, as such terms are defined in the UCC of Borrower and
its Subsidiaries, including, without limitation, all obligations for the payment of money arising
out of the sale, lease or other disposition of goods or other property or rendition of services and
all proceeds thereof. '

“Affiliate™: As applied to any Person, any other Person directly or indirectly
controlling, controlled by, or under common control with, that Person. For the purposes of this
definition, “control” (including, with correlative meanings, the terms “controlling”, “controlled
by” and “under common control with”), as applied to any Person, means the possession, directly
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or indirectly, of the power to direct or cause the direction of the management and policies of that
Person, whether through the ownership of voting securities or by contract or otherwise.

“Agreement”: This Debtor-in-Possession Loan Agreement, as amended,
supplemented or modified from time to time.

“Asset Closing”: The “Closing” as such term is defined in the Asset Purchase
Agreement.

“Asset Purchase Agreement”: Asset Purchase Agreement dated as of November
16, 2009 by and between Borrower and the Purchaser.

“Asset Sale”: The sale, transfer or other disposition by Borrower or any of its
Subsidiaries to any Person other than Borrower or any of its wholly-owned Subsidiaries of
(i) any of the stock of any of such Subsidiaries, (ii) substantially all of the assets of any division
or line of business of Borrower or any of its Subsidiaries, (iii) any assets pursuant to a Permitted
Transaction or (iv) any other assets (whether tangible or intangible) of Borrower or any of its
Subsidiaries (other than (a) Inventory sold in the ordinary course of business, (b) Cash
Equivalents, (c) sales, assignments, transfers or dispositions of Accounts in the ordinary course
of business for purposes of collection, and (d) licenses granted by the Borrower in the ordinary
course of business).

“ Assumed Contracts’”: The “Assumed Contracts” as such term is defined in the
Asset Purchase Agreement.

“Bankruptcy Code”: Title 11 of the US Code entitled “Bankruptcy”, as now and
hereafter in effect, or any successor statute.

“Borrower”: As set forth in the introductory paragraph of this Agreement.

“Budget”: (i) Initially, the cash flow projections for the first thirteen (13) weeks of
the Budget Period delivered by Borrower to the Lender pursuant to Section 4.01(a)(vii), showing
weekly anticipated cash receipts and disbursements of Borrower and such other information as
the Lender may request and (ii) thereafter, the most recently updated cash flow projections
delivered by Borrower to Lender pursuant to Section 7.01(a)(vii) showing weekly anticipated
cash receipts and disbursements of Borrower and such other information as the Lender may
reasonably request, in each case, in form and substance acceptable o the Lender. If any update
to the Budget is not approved by the Lender as provided in Section 7.01(a)(vii), the term
“Budget” shall mean the last update to the Budget that was so approved by the Lender.

“Budget Period”: The date from the Petition Date through and including the
Maturity Date.

“Business Day”: A day other than a Saturday, Sunday or a day on which
commercial banks in Delaware are authorized or required by law to close.

“Capital Lease™: As applied to any Person, any lease of any property (whether
real, personal or mixed) by that Person as lessee that, in conformity with GAAP, is accounted for
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as a capital lease on the balance sheet of that Person.
“Cash”: Money, currency or a credit balance in a Deposit Account.

“Cash Equivalents”: As at any date of determination, (i) marketable securities (a)
issued or directly and unconditionally guaranteed as to interest and principal by the United States
government or (b) issued by any agency of the United States the obligations of which are backed
by the full faith and credit of the United States, in each case maturing within thirty days after
such date; (ii) marketable direct obligations issued by any state of the United States of America
or any political subdivision of any such state or any public instrumentality thereof, in each case
maturing within thirty days after such date and having, at the time of the acquisition thereof, the
highest rating obtainable from either Standard & Poor’s Ratings Group (“S&P”) or Moody’s
Investors Service, Inc. (“Moody’s™); (iii) commercial paper maturing no more than thirty days
from the date of creation thereof and having, at the time of the acquisition thereof, a rating of at
least A-1 from S&P or at least P-1 from Moody’s; (iv) certificates of deposit or bankers’
acceptances maturing within thirty days after such date and issued or accepted by the Lender or
by any commercial bank organized under the laws of the United States of America or any state
thereof or the District of Columbia that (a) is at least “adequately capitalized” (as defined in the
regulations of its primary Federal banking regulator) and (b) has Tier 1 capital (as defined in
such regulations) of not less than $100,000,000; and (v) shares of any money market mutual fund
that (a) has at least 95% of its assets invested continuously in the types of investments referred to
in clauses (i) and (ii) above, (b) has net assets of not less than $500,000,000, and (c) has the
highest rating obtainable from either S&P or Moody’s.

“Change in Control”: (i) Any change in the Chief Executive Officer of Borrower;
(ii) any sale of all or substantially all of the assets of Borrower and its Subsidiaries, taken as a
whole; (iii) any single person shall own at least 50.1% of the voting and economic equity
interests Borrower, or (iv) Borrower shall cease to own, indirectly or directly, 100% of the voting
and economic equity interests of Islensk erfdagreining ehf.

“Chapter 11 Case”: The Chapter 11 Case as defined in the recital clauses of this

Agreement.

“Closing Date”: The date that this Agreement becomes effective pursuant to
Section 4.01.

“Collateral”: Collectively, all of the real, personal and mixed property in which
Liens are purported to be granted pursuant to the Collateral Documents as security for the
Obligations.

“Collateral Documents”: The Security Agreement and any other security
agreements, pledge agreements, assignments, financing statements or other agreements,
documents, instruments or certificates delivered by Borrower or any of its Subsidiaries pursuant
to this Agreement, any other Loan Document or an applicable order of the Court in order to grant
the Lender a Lien on any real, personal or mixed property of Borrower as security for the
Obligations.

“Commitment’”: The commitment of the Lender to make the Loan to Borrower
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pursuant to Article IT in an aggregate amount not to exceed $11,117,928.

“Compliance Certificate”: A certificate in the form of Exhibit C, properly
completed and signed by the Chief Executive Officer of Borrower.

“Contingent Obligation”: As applied to any Person, any direct or indirect
liability, contingent or otherwise, of that Person (i) with respect to any Debt, lease or other
obligation of another if the primary purpose or intent thereof by the Person incurring the
Contingent Obligation is to provide assurance to the obligee of such obligation of another that
such obligation of another will be paid or discharged, or that any agreements relating thereto will
be complied with, or that the holders of such obligation will be protected (in whole or in part)
against loss in respect thereof, or (ii) with respect to any letter of credit issued for the account of
that Person or as to which that Person is otherwise liable for reimbursement of drawings.
Contingent Obligations shall include (a) the direct or indirect guaranty, endorsement (otherwise
than for collection or deposit in the ordinary course of business), co-making, discounting with
recourse or sale with recourse by such Person of the obligation of another, (b) the obligation to
make take-or-pay or similar payments if required regardless of non-performance by any other
party or parties to an agreement, and (c) any liability of such Person for the obligation of another
through any agreement (contingent or otherwise) (1) to purchase, repurchase or otherwise
acquire such obligation or any security therefor, or to provide funds for the payment or discharge
of such obligation (whether in the form of loans, advances, stock purchases, capital contributions
or otherwise) or (2) to maintain the solvency or any balance sheet item, level of income or
financial condition of another if, in the case of any agreement described in subclauses (1) or (2)
of this sentence, the primary purpose or intent thereof is as described in the preceding sentence.
The amount of any Contingent Obligation shall be equal to the amount of the obligation so
guaranteed or otherwise supported or, if less, the amount to which such Contingent Obligation 1s
specifically limited.

“Court”: As defined in the recitals to this Agreement.

“Debt™ As applied to any Person, (i) all indebtedness for borrowed money, (ii)
that portion of obligations with respect to Capital Leases which is properly classified as a
liability on a balance sheet in conformity with GAAP, (iii) notes payable and drafts accepted
representing extensions of credit whether or not representing obligations for borrowed money,
(iv) any obligation owed for all or any part of the deferred purchase price of property or services
which purchase price is (a) due more than six months from the date of incurrence of the
obligation in respect thereof, or (b) evidenced by a note or similar written instrument and (v) all
indebtedness secured by any Lien on any property or asset owned or held by that Person
regardless of whether the indebtedness secured thereby shall have been assumed by that Person
or is nonrecourse to the credit of that Person; provided, however, that trade payables incurred in
the ordinary course of business shall not be considered Debt unless they are (a) due more than 90
days from the date of incurrence of the obligation in respect thereof, or (b) evidenced by a note
or similar written instrument.

“Deposit Account”: A demand, time, savings, passbook or similar account
maintained with a Person engaged in the business of banking, including a savings bank, savings
and loan association, credit union or trust company.
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“Dollars and $”: Dollars in lawful currency of the United States.

“Events of Default”: As defined in Section 8.01.

“Existing Credit Facilities”: Collectively, (i) the Prepetition Note, (it) all
agreements, documents and instruments pursuant to which any interest in collateral is granted or
purported to be granted, created, evidenced or perfected pursuant to the foregoing, and (i) all
ancillary agreements as to which any holder of any of the obligations evidenced by any of the
foregoing is a party or a beneficiary and all other agreements, instruments, documents and
certificates including promissory notes, consents, assignments, contracts, and notices delivered in
connection with any of the foregoing or the transactions contemplated thereby, in each case as
any of the foregoing may be in effect as of the Closing Date and as the same may be amended,
supplemented or otherwise modified from time to time to the extent permitted hereunder.

“Final Borrowing Qrder”: An order of the Court entered in the Chapter 11 Case
after a final hearing under Bankruptcy Rule 4001(c)(2) in the form attached hereto as Exhibit B-
2 with any modifications thereto approved by the Lender in its sole discretion, as the same may
be amended, supplemented or otherwise modified from time to time with the express written
consent or joinder of the Lender.

“Final Commitment Amount”: As defined in Section 2.01(a).

“Final Order”: An order, judgment or other decree of the Court or any other court
or judicial body with proper jurisdiction, as the case may be, which is in full force and effect and
which has not been reversed, stayed, modified or amended and as to which (i) any right to appeal
or seek certiorari, review or rehearing has been waived or (ii) the time to appeal or seek
certiorari, review or rehearing has expired and as to which no appeal or petition for certiorari,
review or rehearing is pending.

“First Day Orders™: Those orders, in each case in form and substance as approved
by the Lender pursuant to Section 4.02, entered by the Court as a result of motions and ]
applications filed by Borrower with the Court on the Petition Date, including (i) a motion
requesting authority to maintain Borrower’s cash management system, (ii) a motion to pay pre-
Petition Date wages, (iii) a motion to use cash collateral, and (iv) an application to employ
Richards Layton & Finger, P.A. as Borrower’s bankruptcy counsel.

“Funding Date”: The date on which the any part of the Loan is funded.

“GAAP”: United States generally accepted accounting principles applied on a
consistent basis.

“Governing Body”: The board of directors or other body having the power to
direct or cause the direction of the management and policies of a Person that is a corporation,
partnership, trust or limited liability company.

“Guarantor”: Each of the existing and future direct and indirect Subsidiaries of
Borrower.
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“Guaranty”: That certain Debtor-in-Possession Guaranty dated as of the date
hereof by Guarantors in favor of the Lender.

“Indemnified Liabilities”: As defined in Section 9.06.

“Interest Payment Date”: The first Business Day of each calendar month
commencing on the first such date to occur after the first Funding Date.

“Interim Borrowing Order”: An order of the Court entered in the Chapter 11 Case
after a final hearing under Bankruptcy Rule 4001(e)(2) in the form attached hereto as Exhibit B-
1 with any modifications thereto approved by the Lender in its sole discretion, as the same may
be amended, supplemented or otherwise modified from time to time with the express written
consent or joinder of the Lender.

“Interim Commitment Amount”™: As defined in Section 2.01(a).

“Internal Revenue Code”: The Internal Revenue Code of 1986, as amended to the
date hereof and from time to time hereafter.

“Inventory”: Any “inventory,” as such term is defined in the UCC, now or
hereafter owned or acquired by Borrower or its Subsidiaries, wherever located, and, in any event,
including all inventory, merchandise, goods and other personal property which are held by or on
behalf of Borrower and its Subsidiaries for sale or lease or are furnished or are to be furnished
under a contract of service or which constitute raw materials, work in process, or materials used
or consumed or to be used or consumed in Borrower’s or a Subsidiary’s business, or in the
processing, packaging, advertising, promotion, delivery or shipping of the same, and all finished
goods and all proceeds and products thereof.

“Joint Venturc™: A joint venture, partnership or other similar arrangement,
whether in corporate, partnership or other legal form.

“Lender”: As set forth in the introductory paragraph of this Agreement.

“Lien”: Any lien, mortgage, deed of trust, pledge, security interest, charge or
encumbrance of any kind (including any conditional sale or other title retention agreement, any
lease in the nature thereof, and any agreement to give any security interest).

“Ioan™: As defined in Secticn 2.01.

“Loan Documents™ This Agreement, the Note, the Guaranty, the Collateral
Documents, and any other security agreement, instrument, deed of trust, mortgage, guarantee or
other document executed and delivered to the Lender in connection with this Agreement and/or
the credit extended hereunder.

“Margin Stock™: Means “margin stock™ as such term is defined in Regulation U
of the Federal Reserve System as in effect from time to time.

“Material Adverse Effect”: Any event, circumstance, change, effect or
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development (any such item, an “Effect”) that individually or in the aggregate with any other
Effect is materially adverse to the business, financial condition, results of operations, properties,
assets or prospects of Borrower or the material impairment of the ability of Borrower to perform,
or the Lender to enforce, the Obligations; except for any Effect resulting directly or indirectly
from (i) the filing of the Bankruptcy Case or (i1) a continuation of disclosed circumstances in
existence as of the Petition Date without a material worsening thereof.

“Material Contract”: Any contract or other arrangement to which Borrower or any
of its Subsidiaries is a party (other than the Loan Documents) for which breach, nonperformance,
cancellation or failure to renew could reasonably be expected to have a Material Adverse Effect.

“Maturity Date”: The earlier of (i} the date that is sixty (60) days after the Petition
Date and (ii) the date of any sale, transfer or other disposition of all or substantially all of the
assets or stock of Borrower.

“Net Asset Sale Proceeds™: With respect to any Asset Sale, Cash payments
(including any Cash received by way of deferred payment pursuant to, or by monetization of, a
note receivable or otherwise, but only as and when so received) received from such Asset Sale,
net of any bona fide direct costs incurred in connection with such Asset Sale and approved by the
Court, if such approval is necessary pursuant to the Bankruptcy Code.

“Net Insurance Proceeds”: Any Cash payments or proceeds received by Borrower
or any of its Subsidiaries (i) under any business interruption or casualty insurance policy in
respect of a covered loss thereunder or (ii) as a result of the taking of any assets of Borrower or
any of its Subsidiaries by any Person pursuant to the power of eminent domain, condemnation or
otherwise, or pursuant to a sale of any such assets to a purchaser with such power under threat of
such a taking, in each case net of any actual and reasonable documented costs incurred by
Borrower or any of its Subsidiaries in connection with the adjustment or settlement of any claims
of Borrower or such Subsidiary in respect thereof.

“Note”: As defined in Section 2.01(b).

“Notice of Borrowing”: A notice substantially in the form of Exhibit D annexed

hereto.

“Obligations”: All obligations of every nature of Borrower under the Loan
Documents, including, without limitation, any liability of Borrower on any claim, whether or not
the right to payment in respect of such claim is reduced to judgment, liquidated, unliquidated,
fixed or contingent, matured, disputed, undisputed, legal, equitable, secured or unsecured, and
whether or not such claim is discharged, stayed or otherwise affected by any bankruptcy,
insolvency, reorganization or other similar proceeding. Without limiting the generality of the
foregoing, the Obligations of Botrower under the Loan Documents include (a) the obligation to
pay principal, interest, charges, expenses, fees, attorneys’ fees and disbursements, indemnities
and other amounts payable by Borrower under any Loan Document and (b) the obligation to
reimburse any amount in respect of any of the foregoing that the Lender, in its sole discretion,
may elect to pay or advance on behalf of Borrower.

“Other Taxes™™: As defined in Section 3.06,
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“Permitted Liens”: (i) Liens for taxes, fees, assessments or other governmental
charges or levies, either not delinquent or do not have priority over the Lender’s Liens and are
subject to a Permitted Protect and which are adequately reserved for in accordance with GAAP;
(iv) Liens arising by operation of law in favor of materialmen, mechanics, warehousemen,
carriers or employees or other like Liens arising in the ordinary course of business and not in
connection with the borrowing of money and securing obligations either not delinquent or are
subject to a Permitted Protest; (v} Liens consisting of deposits or pledges to secure the payment
of worker’s compensation, unemployment insurance or other social security benefits or
obligations, or to secure the performance of bids, trade contracts, leases, public or statutory
obligations, surety or appeal bonds or other obligations of a like nature, in each case incurred in
the ordinary course of business and not in connection with the borrowing of money;
(vi) casements, rights of way, servitudes or zoning or building restrictions and other minor
encumbrances on real property and irregularities in the title to such property which do not,
individually or in the aggregate, materially impair the use or value of such property or risk the
loss or forfeiture of title thereto; (vii) Liens upon or in any equipment now or hereafter acquired
or held by the Grantor to secure the purchase price (including capital lease obligations) of such
equipment or indebtedness incurred solely for the purpose of financing or refinancing the
acquisition of such equipment, provided that the Lien is confined solely to the equipment so
acquired and accessions thercon and proceeds thereof, provided that the amount so secured does
not exceed $10,000 in the aggregate; (viii) judgment Liens arising solely as a result of the
existence of judgments, orders, or awards that do not constitute an Event of Default under
Section 8.01 hereof; and (ix) Liens incurred in connection with the extension, renewal or
refinancing of the indebtedness secured by Liens of the type described in clause (vii) above,
provided that any extension, renewal or replacement Lien shall be limited to the property
encumbered by the existing Lien and the principal amount of the indebtedness being extended,
renewed or refinanced does not increase other than for accrued interest and premium on the
amount of principal being extended, refinanced or renewed.

“Permitted Protest™: The right of Borrower or any of its Subsidiaries to protest
any Lien (other than any T.ien that secures the Obligations), taxes (other than payroll taxes or
taxes that are the subject of a U.S. federal tax lien), or rental payment, provided that (a) a reserve
with respect to such obligation is established on Borrower’s or its Subsidiaries’ books and
records in such amount as is required under GAAP, (b) any such protest is instituted promptly
and prosecuted diligently by Borrower or its Subsidiary, as applicable, in good faith, and (c) the
Lender is satisfied in its reasonable judgment that, while any such protest is pending, there will
be no impairment of the enforceability, validity, or priority of any of the Lender’s Liens.

“Permitted Transaction”: A liquidating sale or other disposition of any or all of
the assets of deCODE Chemistry, Inc. (“Chemistry”) for cash.

“Permitted Transaction Proceeds Collateral”: As defined in Section 2.02(b).

“Person™ An individual, partnership, corporation, limited liability company,
business trust, joint stock company, trust, unincorporated association, Joint Venture,
governmental authority or other entity of whatever nature.

“Petition Date”: The Petition Date as defined in the recitals to this Agreement.
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“Potential Event of Default”: A condition or event which, after notice or lapse of
time or both, would constitute an Event of Default.

“Prepetition Debt”: Debt of Borrower outstanding on the Petition Date, inciuding
Debt under the Existing Credit Facilities.

“Prepetition Note”: The Tenth Amended and Restated Secured Promissory Note
dated as of November 12, 2009, issued jointly and severally by Borrower and MediChem Life
Sciences (“MediChem”) in favor of the Lender, as payee.

“Purchaser”: The “Purchaser” as defined in the Asset Purchase Agreement.

“Regulations T, U and X Regulations T, U and X, respectively, promulgated by
the Board of Governors of the Federal Reserve System, as amended from time to time, and any
successors thereto.

“Sale Motion”: A motion, in form and substance acceptable to the Lender, which
may be separate from or combined with the Sale Procedures Motion, requesting approval of the
sale pursuant to the Asset Purchase Agreement.

“Sale Procedures Motion”: A motion, in form and substance acceptable to the
Lender, which may be separate from or combined with the Sale Motion, establishing sale
procedures, and which shall include a request for the approval of a break-up fee of 3.5% of the
Base Cash Price (as defined in the Asset Purchase Agreement) plus reimbursement of all of
reasonable and documented expenses of Purchaser related to the Chapter 11 Case (other than
with respect to the Loan or the Existing Credit Facilities) in an amount not to exceed $500,000,
to be paid by Borrower to the Lender in the event that Borrower sells, transfers or otherwise
disposes of all or substantially all of its assets other than to the Purchaser.

“Security Agreement”: The Debtor-in-Possession Security Agreement dated as of
the date hereof by and among Borrower, Guarantors and the Lender.

“Seller”: The “Seller” as defined in the Asset Purchase Agreement.

“Subsidiary”: With respect to any Person, means any corporation, partnership,
trust, limited liability company, association, Joint Venture or other business entity of which more
than 50% of the tota] voting power of shares of stock or other ownership interests entitled
(without regard to the occurrence of any contingency) to vote in the election of the members of
the Governing Body is at the time owned or controlled, directly or indirectly, by that Person or
one or more of the other Subsidiaries of that Person or a combination thereof.

“Taxes”: As defined in Section 3.06.
“UJCC”: The Uniform Commercial Code as in effect in the State of Delaware.
“US”: The United States of America.

“Variance Report™: A report to be delivered by Borrower to the Lender, in form
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and substance satisfactory to the Lender and certified as being true and correct to his or her
knowledge after diligent inquiry by the Chief Executive Officer of Borrower, on a weekly basis
(commencing one week after the Petition Date) reflecting the actual cash receipts and
disbursements for each category set forth in the budget for the preceding week (and on a
cumulative basis since the Petition Date), the amount and percentage variance of such amounts
from those set forth on the Budget for the preceding week (and cumulatively) and containing a
narrative analysis of Borrower’s performance for the preceding week and any variance from such
period in the Budget.

SECTION 1.02. Other Definitional Provisions.

(a) As used herein and in any certificate or other document made or delivered
pursuant hereto, accounting terms not defined in Section 1.01, and accounting terms partly
defined in Section 1.01 to the extent not defined, shall have the respective meanings given to
them under GAAP.

(b) The words “hereof”, “herein” and “hereunder” and words of similar import
when used in this Agreement shall refer to this Agreement as a whole and not to any particular
provision of this Agreement, and section, subsection, schedule and exhibit references are to this
Agreement unless otherwise specified.

ARTICLE 2
THE LOANS

SECTION 2.01. The Loans.

(a) The Commitment. The Lender agrees, on the terms and conditions hereinafter
set forth, to make a loan (the “Loan”) to Borrower in an aggregate amount not to exceed (i) prior
to the entry of the Final Borrowing Order, $3,600,000 (the “Interim Commitment Amount”) and
(il) on and after the date of the entry of the Final Borrowing Order, provided that the Court
authorizes the application of the proceeds of the Loan to the repayment of the obligations
outstanding under the Existing Credit Facilities (whether for principal, interest or fees),
$11,117,928 (the “Final Commitment Amount”) less any amount of the L.oan made hereunder
prior to the date of the entry of the Fina! Borrowing Order. Amounts borrowed under this
Section 2.01(a) and subsequently repaid or prepaid may not be reborrowed. The Lender’s
Commitment shall expire immediately and without further action (i) on the date that is seven (7)
days after the Petition Date if the Interim Borrowing Order is not entered by the Court on or
before that date and (ii) on the date that is twenty (20) days after the Petition Date if the Final
Borrowing Order is not entered by the Court on or before that date.

(b) Note. The Loan made by the Lender pursuant hereto shall be evidenced by a
promissory note of Borrower, substantially in the form of Exhibit A, with appropriate insertions
(the “Note™), payable to the order of the Lender and representing the obligation of Borrower to
pay the aggregate unpaid principal amount of the Loan made by the Lender, with interest thereon
as prescribed in Section 2.03.

(c) Borrowing Limit. Anything contained in this Agreement to the contrary
notwithstanding, (A) in no event shall the aggregate principal amount of the Loan at any time
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outstanding exceed the lesser of (x) prior to the entry of the Final Borrowing Order, the Interim
Commitment Amount, (y) the principal amount scheduled to be outstanding pursuant to the
Budget as of such time, and (z} the amount permitted to be outstanding hereunder pursuant to the
Interim Borrowing Order or the Final Borrowing Order, as applicable, in each case as the
foregoing limits may be in effect from time to time, (B) Borrower agrees to immediately prepay
the Loan in the amounts and at the times as may be necessary to comply with the foregoing
clause (A), and (C) the amount of the Loan to be funded by the Lender on any Funding Date set
forth in the Budget shall not exceed the amount of the Loan scheduled to be funded on such
Funding Date pursuant to the Budget (1) less the difference, if positive, between (i) actual cash
receipts for the period from the immediately preceding Funding Date through the applicable
Funding Date minus (ii) projected cash receipts for such period (2) plus the amount by

which projected cash disbursements for the period from the applicable Funding Date through the
immediately following Funding Date set forth in the Budget exceed (i) projected cash receipts
for the such period minus (ii) the amount of projected cash receipts for the such period that were
actually received in a prior period, or such other amount that the Lender may agree to from time
to time. For the avoidance of doubt and notwithstanding anything to the contrary contained in
this Agreement, the foregoing clause (C) shall not have the effect of causing Borrower to prepay
any portion or the Loan.

(d) Borrowing Mechanics. Any part of the Loan made on any Funding Date shall
be in an aggregate minimum amount of $100,000 and multiples of $50,000 in excess of that
amount. Whenever Borrower desires that Lenders make Loans it shall deliver to the Lender a
duly executed Notice of Borrowing no later than 3:00 p.m. (New York City time) at least one
Business Day in advance of the proposed Funding Date. In no event shall the Lender be
obligated to fund any part of the Loan on the applicable Funding Date to the extent that such
amount together with all amounts of the Loan made hercunder prior to such Funding Date would
exceed the limit set forth in Section 2.01(c)(A).

SECTION 2.02. Repayment.

(a) Optional Prepayment. Borrower may at its option pay the Loan, in whole or
in part, at any time and from time to time,

(b) Prepayments and Reductions from Net Asset Sale Proceeds. No later than the
date of receipt of funds by Borrower or any of its Subsidiaries of any Net Asset Sale Proceeds in
respect of any Asset Sale, Borrower shall prepay the Loan in an aggregate amount equal to the
lesser of (i) such Net Asset Sale Proceeds and (ii) the amount of the aggregate outstanding
Obligations. Notwithstanding anything herein to the contrary, upon the receipt of funds by
Borrower or any of its Subsidiaries of any Net Asset Sale Proceeds in respect of a Permitted
Transaction, Borrower shall prepay the Loan in an aggregate amount equal to 50% of the Net
Asset Sale Proceeds from such Permitted Transaction and hold the remaining 50% of the Net
Asset Sale Proceeds from such Permitted Transaction as Collateral of the Lender (the “Permitted
Transaction Proceeds Collateral™). Upon the occurrence of an Event of Default, Borrower shall
immediately deliver the Permitted Transaction Proceeds Collateral to the Lender, and the Lender
may apply the Permitted Transaction Proceeds Collateral in accordance with Section 11 of the
Security Agreement. Upon the payment in full of all Obligations (other than Unasserted
Obligations (as defined in the Security Agreement)) and termination of all commitments to make
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the Loan hereunder, the Lender shall release the Permitted Transaction Proceeds Collateral in
accordance with Section 16(b) of the Security Agreement.

(¢) Prepayments and Reductions from Net Insurance Proceeds. Upon receipt by
Borrower or any of its Subsidiaries or by the Lender as loss payee of any Net Insurance
Proceeds, Borrower shall prepay the Loan in an aggregate amount equal to the lesser of (1) the
amount of such Net Insurance Proceeds and (it) the amount of the aggregate outstanding
Obligations.

(d) Repayment on Maturity. Borrower shall repay the outstanding Obligations no
later than the Maturity Date.

SECTION 2.03. Payment Dates and Interest Rates.

(a) Rate of Interest. The Loan shall bear interest on the unpaid principal amount
thereof at a rate per annum equal to 8% simple interest calculated on the basis of a 360-day year
for the actual days elapsed.

(b) Payment of Interest. Interest with respect to the Loan shall be payable in
arrears on each Interest Payment Date by increasing the then aggregate principal amount of the
Loan outstanding on such date. Accrued interest shall be payable in Cash upon any prepayment
of the Loan (to the extent accrued on the amount being prepaid), upon acceleration of the
Obligations pursuant to Section 8.01 hereof, and on the Maturity Date.

(c) Default Interest. Notwithstanding anything to the contrary contained in
Section 2.03(a), upon the occurrence and during the continuation of any Event of Default, the
outstanding principal amount of the Loan shall thereafter bear interest at a rate per annum which
is equal to 3.5% simple interest above the highest rate which would otherwise be applicable
pursuant to Section 2.03(a). Payment or acceptance of the increased rates of interest provided
for in this Section 2.03(c) is not a permitted alternative to timely payment and shall not constitute
a waiver of any Event of Default or otherwise prejudice or limit any rights of remedies of the
Lender.

(d) Maximum Rate. Notwithstanding the foregoing provisions of this Section
2.03, in no event shall the rate of interest payable by Borrower with respect to the Loan exceed
the maximum rate of interest permitted to be charged under all applicable laws.

SECTION 2.04. Super-Priority Nature of Obligations.

(a) All Obligations under the Loan Documents shall constitute allowed super-priority
administrative expense claims in the Chapter 11 Case against Borrower with priority under
Section 364(c)(1) of the Bankruptcy Code over any and all other administrative expenses of the
kind specified or ordered pursuant to any provision of the Bankruptcy Code, including, but not
limited to, Sections 105, 326, 328, 503(b), 506(c), 507(a), 507(b) and 726 of the Bankruptcy
Code;

(b) all Obligations under this Agreement and the other L.oan Documents shall be secured by,
and Borrower hereby grants, pursuant to Section 364(d)(1) of the Bankruptcy Code, priming
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Liens in all assets senior to all existing Liens (other than the perfected and unavoidable Liens set
forth on Schedule 7.02(a) hereto), including, without limitation, all real, personal and mixed
property, both tangible and intangible, of Borrower, pursuant to this Agreement, the Collateral
Documents, the Interim Borrowing Order and the Final Borrowing Order. All Liens granted
hereunder shall be deemed validly perfected against Borrower, Borrower’s bankrupicy estate,
any trustee appointed in the Chapter 11 Case (including any trustee appointed upon conversion
of the Chapter 11 Case to a case under Chapter 7 of the Bankruptcy Code), Borrower’s
successors and assigns and all creditors and parties in interest in the Chapter 11 Case,
notwithstanding the discharge of Borrower pursuant to Section 1141 of the Bankruptcy Code, the
conversion of the Chapter 11 Case to a case under Chapter 7 of the Bankruptcy Code, the
dismissal of the Chapter 11 Case or any subsequent Chapter 7 case or the release of any
Collateral. The Liens created in this Agreement, the Collateral Documents and the other Loan
Documents shall remain valid and perfected without the necessity that the Lender file financing
statements, make recordings on real property records or otherwise perfect its Liens under
applicable law. Notwithstanding the foregoing, the Lender may file financing statements and
make recordings on real property records to evidence the Liens granted hereunder, and Borrower
shall cooperate with the Lender in signing such documents as the Lender may reasonably require
to make such filings; and

(¢) notwithstanding anything herein to the contrary, the priority status of the Obligations and
the Liens securing the same shall be subject to: (i) fees and expenses of attorneys, accountants
and other professionals retained in the Chapter 11 Case pursuant to Sections 327 and 1103 of the
Bankruptcy Code (except to the extent such fees and expenses incurred for services rendered in
connection with the prosecution of actions, claims or causes of action against the Lender or in
improperly preventing or hindering or unreasonably delaying, whether directly or indirectly, the
Lender’s assertion or enforcement of the Lender’s Liens or realization upon the Collateral), to
the extent allowed or later allowed by the Court, in an aggregate amount (determined without
regard to fees and expenses awarded or otherwise paid on an interim basis) not to exceed the
amount provided for in the Budget prior to the occurrence of an Event of Default plus $100,000,
and (ii) fees payable to the United States Trustee pursuant to 28 U.S.C. §1930(a)(6).

ARTICLE 3
GENERAL PROVISIONS CONCERNING THE LOANS

SECTION 3.01. Use of Proceeds.

(a) Subject to the provisions of this Section 3.01 and Section 7.02(j), the proceeds
of the Loan shall be applied in accordance with this Agreement and the Budget. Without limiting
the generality of the foregoing, the proceeds of the Loan shall be used, among other purposes
expressly provided for in the Budget, to repay all obligations outstanding under the Existing
Credit Facilities, whether for principal, interest or fees, to pay fees and expenses associated with
this Agreement, to provide ongoing working capital of Borrower during the Chapter 11 Case, to
provide for other general corporate purposes of Borrower during the Chapter 11 Case, and to
provide for operating expenses of Borrower’s subsidiaries, in each case in accordance with, and
limited by, those items set forth in the Budget; provided that no portion of the Loan or any cash
collateral shall be used, directly or indirectly, to (i) finance or make any distribution to the equity
holders of Borrower (other than reasonable compensation in their capacities as employees of
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Borrower and, in any event, in accordance with the Budget); (ii) make any payment or
prepayment that is prohibited under this Agreement, including any payment or prepayments in
respect of Prepetition Debt (other than the Existing Credit Facilities) and except as may
otherwise be ordered by the Court; (iii) make any payment in settlement of any claim, action
proceeding, before any court, arbitrator or other governmental body; or (iv) pay any fees or
expenses incurred in connection with the initiation or prosecution or any claims, causes of action
or other litigation against the Lender or in connection with invalidating, disallowing,
recharacterizing, setting aside, avoiding, subordinating, in whole or in part, or taking or
attempting to take any other action to render unenforceable the Liens, claims or interests of the
Lender or the lender in connection with the Existing Credit Facilities. Nothing herein shall in
any way prejudice or prevent the Lender from objecting to any request, motion or application in
the Chapter 11 Case, including applications for compensation for services rendered or
reimbursement of expenses.

(b) During the term of this Agreement, and provided Borrower is not in default
under this Agreement or any other Loan Document, the Lender consents to Borrower’s use of
cash collateral in the amounts and for the purposes set forth in the Budget; provided that
Borrower’s use of cash collateral shall be subject to the terms and conditions of the Interim
Borrowing Order or the Final Borrowing Order, as applicable.

SECTION 3.02. Payments. Borrower shall make each payment of principal,
interest and fees hereunder and under the Note, without setoff or counterclaim, not later than
12:00 p.m., Delaware time, on the day when due, and in no case later than the Maturity Date, in
lawful money of the United States to the Lender at the office of the Lender designated from time
to time in immediately available funds.

SECTION 3.03. Payment on Non-Business Days. Whenever any payment to
be made hereunder or under the Note shall be stated to be due on a day which is not a Business
Day, such payment may be made on the next succeeding Business Day, and with respect to
payments of principal, interest thereon shall be payable at the then applicable rate during such
extension.

SECTION 3.04. Application of Payments. All payments in respect of the
principal amount of the Loan shall include payment of accrued interest on the principal amount
being repaid or prepaid, and all such payments shall be applied to the payment of interest before
application to principal. All calculations and determinations of payments due from Borrower by
the Lender shall be conclusive and binding on Borrower absent manifest error.

SECTION 3.05. Application of Proceeds of Collateral and Payments after
Event of Defaunlt. Upon the occurrence and during the continuation of an Event of Default, if
requested by the Lender, or upon acceleration of the Obligations pursuant to Article 8, (a) all
payments received by the Lender, whether from Borrower or otherwise, and (b) all proceeds
received by the Lender in respect of any sale of, collection from, or other realization upon all or
any part of the Collateral under any Collateral Document shall be used by the Lender as
Collateral for, and (then or at any time thereafter) applied in full or in part by the Lender, in each
case in the following order of priority: (i) to the payment of all costs and expenses of such sale,
collection or other realization, all other expenses, liabilities and advances made or incurred by
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the Lender in connection therewith, and all amounts for which the Lender is entitled to
compensation (including any fees), reimbursement and indemnification under the Loan
Document and all advances made by the Lender thereunder for the account of Borrower, and to
the payment of all costs and expenses paid or incurred by the Lender in connection with the Loan
Documents, all in accordance with the terms of this Agreement and the other Loan Documents;
(ii) thereafter, to the payment of all other Obligations; and (iii} thereafter, to the payment to or
upon the order of Borrower or to whosoever may be lawfully entitled to receive the same or as a
court of competent jurisdiction may direct (including without limitation the Court).

SECTION 3.06. Taxes.

(a) Any and all payments by Borrower hereunder shall be made free and clear of
and without deduction for any and all present or future taxes, levies, imposts, deductions, charges
or withholdings, and all liabilities with respect thereto, excluding (i) in the case of the Lender,
taxes imposed on its income, and franchise taxes imposed on it, by the jurisdiction under the
laws of which the Lender is organized or any political subdivision thereof or in which its
principal office is located, (ii) in the case of the Lender, taxes imposed on its net income, and
franchise taxes imposed on it, by the jurisdiction of the Lender’s lending office or any political
subdivision thereof and (iii) in the case of the Lender, taxes imposed by the United States by
means of withholding at the source if and to the extent that such taxes shall be in effect and shall
be applicable on the date hereof on payments to be made to the Lender’s lending office (all such
non-excluded taxes, levies, imposts, deductions, charges, withholdings and liabilities, “Taxes™).
If Borrower shall be required by law to deduct any Taxes from or in respect of any sum payable
hereunder to the Lender, (i) the sum payable shall be increased as may be necessary so that after
making all required deductions (including deductions applicable to additional sums payable
under this Section 3.06) the Lender receives an amount equal to the sum it would have received
had no such deductions been made, (ii) Borrower shall make such deductions and (iii) Borrower
shall pay the full amount deducted to the relevant taxation authority or other authority in
accordance with applicable law.

(b) In addition, Borrower agrees to pay any present or future stamp or
documentary taxes or any other excise or property taxes, charges or similar levies which arise
from the execution, delivery or registration of, or otherwise with respect to, this Agreement
(collectively, “Other Taxges”).

(¢) Borrower will indemnify the Lender for the full amount of Taxes or Other
Taxes (including, without limitation, any Taxes or Other Taxes imposed by any jurisdiction on
amounts payable under this Section 3.06), in each case paid by the Lender and any liability
(including penalties, interest and expenses) arising therefrom or with respect thereto, whether or
not such Taxes or Other Taxes were correctly or legally asserted. This indemnification shall be
made within 30 days from the date the Lender makes written demand therefor unless such
amounts are disputed in good faith by Borrower. The Lender will reasonably cooperate in good
faith with Borrower to provide such forms or representations as may establish an exemption or
reduction in rate of any such Taxes or Other Taxes.
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(d) Within 30 days after the date of any payment of Taxes, Borrower will furnish
to the Lender, at its address referred on the signatures pages attached hereto, the original or a
certified copy of a receipt evidencing payment thereof.

SECTION 3.07. Survival. This Article 3 shall survive termination of this
Agreement and payment of the outstanding Note and shall expire concurrently with the
expiration of the applicable statute of limitations

ARTICLE 4
CONDITIONS OF LENDING

SECTION 4.01. Conditions Precedent to the Closing Date. The effectiveness
of this Agreement is subject to the following conditions precedent:

(a) the Lender shall have received the following, in form and substance
satisfactory to the Lender:

(1) an executed copy of this Agreement delivered by Borrower to the
Lender;

(i)  the Note issued by Borrower to the order of the Lender evidencing
the Loan;

(iii)  an executed copy of the Security Agreement delivered by
Borrower to the Lender;

(iv)  an executed copy of the Guaranty delivered by Guarantors to the
Lender;

(v) executed copies of all other Loan Documents;

(vi)  evidence that the execution, delivery and performance of the Loan
Documents have been duly authorized by all necessary action on the part of Borrower;

(vii)  the Budget; and
(viii) such other documents as the Lender may reasonably request.

SECTION 4.02. Conditions Precedent to the Interim Funding Amount. The
obligation of the Lender to make any part of the Loan up to the Interim Commitment Amount on
any Funding Date is subject to the following conditions precedent:

(a) the Interim Borrowing Order shall have been entered by the Court and be in
full effect and unstayed,

(b) Borrower shall have filed with the Court the Sale Procedures Motion and the
Sale Motion,
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(c) the representations and warranties contained in Section 5.01 if not qualified by
materiality or Material Adverse Effect are correct in all material respects or if so qualified are
correct, in each case on and as of the applicable Funding Date as though made on and as of such
date;

(d) as of the applicable Funding Date, no event or condition has occurred and is
continuing, or would result from the making of the Loan on the applicable Funding Date, which
constitutes an Event of Default or Potential Event of Default;

(e) as of the applicable Funding Date, there has been no entry of a Final Order (i)
dismissing or converting the Chapter 11 Case to a Chapter 7 Case, (ii) granting the appointment
of a Chapter 11 trustee in the Chapter 11 Case, (iii) granting the appointment of an examiner
having enlarged powers relating to the operation of the business of Borrower (beyond those set
forth under Section 1106(a)(3) and (4) of the Bankruptcy Code) under Section 1106(b) of the
Bankruptcy Code, (iv) granting a super-priority claim or a Lien pari passu or senior to that of
the Lender granted pursuant to the Collateral Documents, the Interim Borrowing Order and the
Final Borrowing Order, (v) staying, reversing, vacating, or otherwise modifying the Interim
Borrowing Order or the Final Borrowing Order without the prior written consent of the Lender,
or (vi) granting relief from the automatic stay (or any other injunction having similar effect) so as
to allow a third party to proceed against any material property or assets of Borrower;

(f) the Lender shall have received before the applicable Funding Date, (i} in
accordance with the provisions of Section 2.01(d}, a duly executed Notice of Borrowing
executed by the Chief Executive Officer of Borrower certifying to the Lender that (i) such Chief
Executive Officer is not aware of any information contained in the Budget which is false or
misleading or of any omission of information which causes such Budget to be false or
misleading, (ii) the making of the Loan requested on such Funding Date will not violate Section
2.01(c)(A), (iii} the full amount of the borrowing is necessary to fund the cash disbursements set
forth in the Budget for the period in which the Funding Date occurs, and (iv) the proceeds of the
Loans to be funded on such date promptly shall be applied solely in accordance with, and for the
purposes identified in, such Budget; and

(g) as of the applicable Funding Date, no order, judgment or decree of any court
(including, without limitation, the Court), arbitrator or governmental authority shall purport to
enjoin or restrain the Lender from making the Loan.

SECTION 4.03. Conditions Precedent to the Final Commitment Amount.
The obligation of the Lender to fund any part of the Loan in excess of the Interim Commitment
Amount up to the Final Commitment Amount on any Funding Date shall be subject to the further
conditions precedent that on such Funding Date:

(a) the conditions set forth in Section 4.02(a) and (b) above shall have been

satisfied;

(b)  the Court shall have entered an order granting the Sale Procedures Motion
and such order shall be a Final Order;
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(©) the representations and warranties contained in Section 5.01 if not
qualified by materiality or Material Adverse Effect are correct in all material respects or if so
qualified are correct, in each case on and as of the applicable Funding Date as though made on
and as of such date;

(d) as of the applicable Funding Date, no event or condition has occurred and
is continuing, or would result from the making of the Loan on the applicable Funding Date,
which constitutes an Event of Default or Potential Event of Default;

(e) all First Day Orders shall have been entered by the Court, shall be Final
Orders, and shall be in form and substance satisfactory to the Lender;

() the Final Borrowing Order shall have been entered by the Court and shall
be unstayed and effective;

(2) as of the applicable Funding Date, no pleading or application shall have
been filed in the Court by any party in interest which is not withdrawn, dismissed or denied
within 20 days after filing seeking (i) to dismiss or convert the Chapter 11 Case to a Chapter 7
Case, (ii) the appointment of a Chapter 11 trustee in the Chapter 11 Case, (iii) the appointment of
an examiner having enlarged powers relating to the operation of the business of Borrower
(beyond those set forth under Section 1106(a)(3) and (4) of the Bankruptcy Code) under Section
1106(b) of the Bankruptcy Code, (iv) the granting of a super-priority claim or a Lien pari passu
or senior to that of the Lender granted pursuant to the Collateral Documents, the Interim Order
and the Final Borrowing Order, (v) to stay, reverse, vacate, or otherwise modify the Interim
Order or the Final Borrowing Order without the prior written consent of the Lender, or (vi) relief
from the automatic stay {or any other injunction having similar effect) so as to allow a third party
to proceed against any material property or assets of Borrower;

(h) the Lender shall have received before the applicable Funding Date, in
accordance with the provisions of Section 2.01(d), a duly executed Notice of Borrowing,
executed by the Chief Executive Officer of Borrower certifying to the Lender that (i) such Chief
Executive Officer is not aware of any information contained in the Budget which is false or
misleading or of any omission of information which causes such Budget to be false or
misleading, (ii) the making of the Loan requested on such Funding Date will not violate Section
2.01(c), (iii) the full amount of the borrowing is necessary to fund the cash disbursements set
forth in the Budget for the period in which the Funding Date occurs, and (iv) the proceeds of the
Loans to be funded on such date promptly shall be applied solely in accordance with, and for the
purposes identified in, such Budget; and

(i) as of the applicable Funding Date, no order, judgment or decree of any court
(including, without limitation, the Court), arbitrator or governmental authority shall purport to
enjoin or restrain the Lender from making the Loan.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES

SECTION 5.01. Representations and Warranties. Borrower represents and
warrants as follows:
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(a) Organization. Borrower is duly organized, validly existing and in good
standing under the laws of the State of Delaware and, subject to compliance with any applicable
provisions of the Bankruptcy Code, has all requisite corporate power and authority to own and
operate its properties and to carry out its business as now conducted and as proposed to be
conducted, to enter into the Loan Documents to which it is a party, to carry out the transactions
contemplated thereby and to issue and pay the Note. Borrower is also duly qualified and in good
standing to carry on its businesses in all US states where the ownership of its properties or the
conduct of its business requires it to be so qualified or in good standing and is in compliance
with its organizational, formation and governing documents and all applicable orders of the
Court.

(b) Authorization. The execution, delivery and performance by Borrower of the
Loan Documents and the incurrence of the Loan hereunder, are within Borrower’s corporate
powers and (i) have been duly authorized by all necessary corporate action and (ii) have been, or
by the applicable Funding Date, will be, duly authorized by the Court.

(c) No Conflict. The execution, delivery and performance by Borrower of the
Loan Documents do not (i) violate Borrower’s certificate of incorporation or bylaws, or (ii)
violate any law or regulation (including Regulations T, U and X) or any order, judgment or
decree of any court (including, without limitation, the Court) or governmental agency body
binding on Borrower, or (iii) result in a breach of or a default under, or result in or require the
imposition of a Lien pursuant to any contract or an applicable order of the Court binding on
Borrower.

(d) Governmental Consents. No authorization or approval or other action by, and
no notice to or filing with, any governmental authority or regulatory body, except for the Court,
is required for the due execution, delivery and performance by Borrower of the Loan Documents.

(e) Validity. The Loan Documents are the binding obligations of Borrower,
enforceable in accordance with their respective terms; except in each case as such enforceability
may be limited by bankruptcy, insolvency, reorganization, liquidation, moratorium or other
similar laws of general application and equitable principles relating to or affecting creditors’
rights.

(f) [Reserved.]

(g) Litigation. There is no pending or threatened action or proceeding affecting
Borrower before any court, governmental agency or arbitrator, which could reasonably be
expected to result in a Material Adverse Effect.

(h) Disclosure. No information, exhibit or report furnished to the Lender by or on
behalf of Borrower for use in connection with the transactions contemplated by this Agreement
contains any untrue statement of a material fact or omits to state a material fact (known to
Borrower, in the case of any document not furnished by it) necessary in order to make the
statements contained therein not misleading in light of the circumstances in which the same were
made.
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(i) Governmental Re gulation. Borrower is not subject to regulation under the
Federal Power Act, the Interstate Commerce Act or the Investment Company Act of 1940 or
under any other federal or state statute or regulation which may limit its ability to incur Debt or
which may otherwise render all or any portion of the Obligations unenforceable.

(i) Pa_yment of Taxes. Except to the extent permitted by Section 7.01(d) or as set
forth in Schedule 5.01(j) hereto, all tax returns and reports of Borrower required to be filed by it
have been timely filed, and all taxes shown on such tax returns to be due and payable and all
assessments, fees and other governmental charges upon Borrower and its properties, assets,
income, business and franchises that are due and payable have been paid when due and payable.
Borrower knows of no proposed tax assessment against Borrower that is not being actively
contested by Borrower in good faith and by appropriate proceedings; provided that such reserves
or other appropriate provisions, if any, as shall be required in conformity with GAAP shall have
been made or provided therefor.

(k) Use of Proceeds; Margin Regulations. No part of the proceeds of any Loan
hereunder will be used to purchase or carry, or to extend credit to others for the purpose of
purchasing or carrying, any Margin Stock in violation of Regulations T, U and X.

(1) Restrictions on Transfer . There are no restrictions on Borrower or any of its
Subsidiaries which prohibit or otherwise restrict the transfer of cash or other assets from one to
another, other than prohibitions or restrictions existing under or by reason of (i) this Agreement
and the other Loan Documents, (ii) applicable law (including the Bankruptcy Code and any
applicable orders of the Court), (iii) customary non-assignment provisions entered into in the
ordinary course of business and consistent with past practices, or (iv) any documents or
instruments governing the terms of any Debt or other obligations secured by Liens permitted by
Section 7.02 (each of which document or instrument is set forth on, and each of which document
and instrument is described on, Schedule 5.01(1) annexed hereto); provided that (x) such
prohibitions or restrictions apply only to the assets subject to such Liens, and (y) the prohibitions
or restrictions set forth in clauses (iii) or (iv) only apply to the extent enforceable under the
Bankruptcy Code and the applicable orders of the Court.

(m) Prepetition Debt. All of Borrower’s Prepetition Debt (and all amounts owing
in respect thereof) in excess of $500 as of the Petition Date are accurately set forth on Schedule
5.01{m)} attached hereto.

(n) Chapter 11 Case. The Chapter 11 Case was commenced on the Petition Date
in accordance with applicable law and proper notice thereof and of the hearing for the approval
of the Final Borrowing Order has been given as identified in the Certificate of Service filed with
the Court.

(0) The Orders. On or prior to the date on which the Lender funds any part of the
Loan up to the Interim Commitment Amount, the Interim Borrowing Order (or, if there is no
Interim Borrowing Order, the Final Borrowing Order) shall have been entered and shall be a
Final Order (except as expressly permitted under this Agreement, including that the funding of
the Interim Funding Amount on the Interim Funding Date shall be subject only to the conditions
set forth in Sections 4.01 and 4.02). On or prior to the date on which the Lender funds any part
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of the Loan in excess of the Interim Commitment Amount, the Final Borrowing Order shall be a
Final Order (except as expressly permitted under this Agreement, including that the funding of
the Loan pursuant to the Final Borrowing Order shall be subject only to the conditions set forth
in Sections 4.01 and 4.03). Upon the maturity (whether by acceleration or otherwise) of any of
the Obligations of Borrower hereunder and under the other Loan Documents, the Lender shall be
entitled to immediate payment of such Obligations, and to enforce the remedies provided for
hereunder, without further application to or order by the Court.

ARTICLE 6
RELEASE AND WAIVER

SECTION 6.01. Release and Acknowledgement of Claims; Waiver.
Borrower hereby agrees and acknowledges that it is indebted to the Lender under the Prepetition
Note in the principal amount of $3,055,262.20 together with interest and fees thereon, and that
the Lender holds allowed secured claims in such amount. Borrower further agrees that the
Lender holds an interest in certain Collateral pursuant to valid and properly perfected security
interests and Liens under the terms of the Existing Credit Facilities. Subject to the entry of the
Final Borrowing Order, Borrower hereby waives and releases any rights to contest the amount,
validity, priority and extent of the claims, security interests and Liens granted to the Lender, if
any, under the Existing Credit Facilities and this Agreement, any rights or claims under Section
506(c) of the Bankruptcy Code, and any other rights or claims against the Lender of any nature.
The parties to this Agreement hereby acknowledge that the waivers and releases provided herein
are fully binding in accordance with their terms notwithstanding any state or federal law that
purports to limit the ability to grant a general release claims which the grantor does not know or
suspect to exist at the time of execution, and hereby waive all rights which may exist thereunder.

ARTICLE 7
COVENANTS

SECTION 7.01. Affirmative Covenants. So long as any Obligation shall
remain unpaid or the Lender shall have any Commitment hereunder, Borrower will, and shall
cause each Subsidiary to, unless the Lender shall otherwise consent in writing:

(a) Financial Information. Furnish to the Lender:

(1) Yearly Financials: as soon as available, but in any event within
ninety (90) days after the end of each fiscal year of Borrower, a copy of Borrower’s
balance sheet as at the end of each fiscal year and the related statements of income,
retained earnings and cash flow for such year, setting forth in each case in comparative
form the figures for the previous year, all in reasonable detail and certified by a duly
authorized officer of Borrower that they fairly present, in all material respects, the
financial condition of Borrower as at the dates indicated and the results of its operations
and cash flows for the periods indicated, in each case in conformity with GAAP; and

(i)  Monthly Operating Reports and Quarterly Financials: (1) as soon as
available and in any event within thirty (30) days after the end of each calendar month,
copies of any monthly operating report delivered to the United States Trustee; and (i1) as
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soon as available, but in any event within forty (45) days after the end of each of the first
three fiscal quarters of Borrower, Borrower’s unaudited balance sheet as at the end of
such period and the related unaudited statement of income for such period and year to
date, setting forth in each case in comparative form the figures as at the end of the
previous fiscal year as to the balance sheet and the figures for the previous corresponding
period as to the other statement, all in reasonable detail and certified by a duly authorized
officer of Borrower that they fairly present, in all material respects, the financial
condition of Borrower as at the dates indicated and the results of its operations for the
periods indicated, in each case in conformity with GAAP, subject to changes resulting
from audit and normal year-end adjustments; and

(iii) Compliance Certificate: together with each delivery of financial
statements of Borrower pursuant to subdivisions (i) and (ii) above, a Compliance
Certificate stating that the signer has reviewed the terms of the Loan Documents and has
made, or caused to be made under his or her supervision, a review in reasonable detail of
the transactions and condition of Borrower during the accounting period covered by such
financial statements and that such review has not disclosed the existence during or at the
end of such accounting period, and that the signer does not have knowledge of the
existence as at the date of the Compliance Certificate, of any condition or event which
constitutes an Event of Default or Potential Event of Default, or, if any such condition or
event existed or exists, specifying the nature and period of existence thereof and what
action Borrower has taken, is taking and proposes to take with respect thereto; and

(iv)  Weekly Variance Reports: as soon as available and in any event
not later than the third Business Day of each week after the first Funding Date, Borrower
shall deliver to the Lender consolidated and consolidating cash flow statements,
consistent with the Budget and otherwise in form and substance satisfactory to the
Lender, reflecting on a line-item basis Cash receipts and disbursements for Borrower and
a Variance Report; and

(v) Bankruptcy Information: promptly after the same is available,
Borrower shall furnish or cause to be furnished to counsel for the Lender all pleadings,
motions, applications, judicial information, financial information and other documents
filed by or on behalf of Borrower with the Court or the United States Trustee in the
Chapter 11 Case or distributed by or on behalf of Borrower to any official committee
appointed in the Chapter 11 Case and without limiting the generality of the foregoing,
Borrower shall promptly deliver to, and discuss with, the Lender and its counsel any and
all information and developments in connection with any proposed Asset Sale, and any
other event or condition which is reasonably likely to have a material effect on Borrower
or the Chapter 11 Case, including, without limitation, the progress of any disclosure
statement or any proposed Chapter 11 plan of reorganization; and

(vi)  Reserved,

(vii) Budget: no later than the third Business Day of every other week,
commencing the second full week following the Petition Date, Borrower shall deliver to
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the Lender an updated Budget, in form and substance satisfactory to the Lender, together
with a Compliance Certificate with respect to the covenants set forth in Section 7.02:

(b) Notices and Information. Deliver to the Lender:

(1) promptly upon any officer of Borrower obtaining knowledge (A)
of any condition or event which constitutes an Event of Default or Potential Event of
Default, (B) that any Person has given any written notice to Borrower or taken any other
action with respect to a claimed default or event or condition of the type referred to in
Section 8.01, (C) of the institution of any litigation involving an alleged liability
(including possible forfeiture of property) of Borrower or any adverse determination in
any litigation involving a potential liability of Borrower, in each case to the extent
exceeding $5,000 and not covered by insurance, or (D) of a condition or events that could
reasonably be expected to cause a Material Adverse Effect, in each case, an officer’s
certificate specifying the nature and peried of existence of any such condition or event, or
specifying the notice given or action taken by such holder or Person and the nature of
such claimed default, Event of Default, Potential Event of Default, event or condition,
and what action Borrower has taken, is taking and proposes to take with respect thereto;

(i1) promptly, and in any event within ten days after request, such other
information and data with respect to Borrower as from time to time may be reasonably
requested by the Lender; and

(iii)y  promptly, notice of any assignment of an equity interest in
Borrower to another Person, or the addition of any other Person as an equity holder.

(c) Corporate Existence, Etc. At all times preserve and keep in full force and
effect its corporate existence, rights, franchises and licenses material to its businesses, except in
the case of Chemistry as may otherwise occur in connection with its shutdown, liquidation and
dissolution. '

(d) Payment of Taxes and Claims. Except as prohibited or excused by the Final
Borrowing Order, this Agreement, the Bankruptcy Code or an applicable order of the Court,
Borrower shall pay all taxes, assessments and other governmental charges imposed upon it or
any of its properties or assets or in respect of any of its franchises, businesses, income or
property before any penalty or interest accrues thereon, and all claims (including, without
limitation, claims for labor, services, materials and supplies) for sums which have become due
and payable and which by law have or may become a Lien upon any of its properties or assets,
prior to the time when any penalty or fine shall be incurred with respect thereto; provided that no
such charge or claim need be paid if being contested in good faith by appropriate proceedings
promptly instituted and diligently conducted and if such reserve or other appropriate provision, if
any, as shall be required in conformity with GAAP shall have been made therefor.

(¢) Maintenance of Properties; Insurance. Maintain or cause to be maintained in
good repair, working order and condition all material properties used or useful in the business of
Borrower and its Subsidiaries and from time to time will make or cause to be made all
appropriate repairs, renewals and replacements thereof, except in the case of Chemistry as may
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otherwise occur in connection with its shutdown, liquidation and dissolution. Borrower will
maintain or cause to be maintained, with financially sound and reputable insurers, insurance with
respect to its properties and business against loss or damage of the kinds customarily insured
against by limited partnerships of established reputation engaged in the same or similar
businesses and similarly situated, of such types and in such amounts as are customarily carried
under similar circumstances by such other limited partnerships.

(f) Inspection. Permit any authorized representatives designated by the Lender to
visit and inspect any of the properties of Borrower, including its financial and accounting records
and to discuss its affairs, finances and accounts with its officers and independent public
accountants, all at such reasonable times during normal business hours and as often as may be
reasonably requested.

(g) Compliance with Laws, Etc. Exercise all due diligence in order to comply
with the requirements of all applicable laws, rules, regulations and orders of any governmental
authority, noncompliance with which could reasonably be expected to cause, either individually
or in the aggregate, a Material Adverse Effect.

(h) Additional Documents. Deliver to the Lender such other approvals, opinions,
documents or information and data with respect to Borrower in connection with this Agreement
and the Note as the Lender may reasonably request.

(i) Continue Business Oper ations. Operate its business, including the
maintaining and replenishing of inventories and the production and sale of products, in the
ordinary course in accordance with the Budget, except in the case of Chemistry as may otherwise
occur in connection with its shutdown, liquidation and dissolution, and except that,
notwithstanding the foregoing, Borrower shall: (a) not sell or ship any products to any Affiliate
of Borrower or any other party that has not paid its invoices to Borrower when due except upon
advance payment by such Affiliate or other party of the third-party price for such products in
cash and (b) use reasonable best efforts to maintain the collectibility of its accounts receivable.

(j) Further Assurances.

1) Assurances. Without expense or cost to the Lender, Borrower
shall from time to time hereafter execute, acknowledge, file, record, do and deliver all
and any further acts, deeds, conveyances, mortgages, deeds of trust, deeds to secure debt,
security agreements, hypothecations, pledges, charges, assignments, financing statements
and continuations thereof, notices of assignment, transfers, certificates, assurances and
other instruments as the Lender may from time to time reasonably request and that do not
involve a material expansion of Borrower’s obligations or liabilities hereunder in order to
carry out more effectively the purposes of this Agreement, the other Loan Documents,
the Interim Borrowing Order or the Final Borrowing Order, including to subject any
Collateral, intended to now or hereafter be covered, to the Liens created by the Collateral
Documents, to perfect and maintain such Liens, and to assure, convey, assign, transfer
and confirm unto the Lender the property and rights thereby conveyed and assigned or
intended to now or hereafter be conveyed or assigned or that Borrower may be or may
hereafter become bound to convey or to assign to the Lender or for carrying out the
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intention of or facilitating the performance of the terms of this Agreement, any other
Loan Documents, the Interim Borrowing Order or the Final Borrowing Order, registering
or recording this Agreement or any other Loan Document. Without limiting the
generality of the foregoing, Borrower shall deliver to the Lender, promptly upon receipt
thereof, all instruments received by Borrower after the Closing Date and take all actions
and execute all documents necessary or reasonably requested by the Lender to perfect the
Lender’s Liens in any such instrument or any other investment acquired by Borrower;

(i) Filing and Recording Obligations. Borrower shall pay all filing,
registration and recording fees and all expenses incident to the execution and
acknowledgement of any Loan Document, including any instrument of further assurance
described in Section 7.01(j)(i), and shall pay all mortgage recording taxes, transfer taxes,
general intangibles taxes and governmental stamp and other taxes, duties, imposts,
assessments and charges arising out of or in connection with the execution, delivery,
filing, recording or registration of any Loan Document, including any instrument of
further assurance described in Section 7.01(j)(i), or by reason of its interest in, or
measured by amounts payable under, the Note or any other Loan Document, including
any instrument of further assurance described in Section 7.01(j)(i), (excluding income,
franchise and doing business Taxes), and shall pay all stamp Taxes and other Taxes
required to be paid on the Notes or any other Loan Document; provided, however, that
Borrower may contest in good faith and through appropriate proceedings, any such
Taxes, duties, imposts, assessments and charges; provided further, however, that
Borrower shall pay all such Taxes, duties, imposts and charges when due to the
appropriate taxing authority during the pendency of any such proceedings if required to
do so to stay enforcement thereof. If Borrower fails to make any of the payments
described in the preceding sentence within ten (10) days after notice thereof from the
Lender (or such shorter period as is necessary to protect the loss of or diminution in value
of any Collateral by reason of tax foreclosure or otherwise, as determined by the Lender)
accompanied by documentation verifying the nature and amount of such payments, the
Lender may (but shall not be obligated to) pay the amount due and Borrower shall
reimburse all amounts in accordance with the terms hereof;

(iii)  Costs of Defending and Upholding the Lien. The Lender may,
upon at least five (5) days’ prior written notice to Borrower, (i) appear in and defend any
action or proceeding, in the name and on behalf of the Lender or Borrower, in which the
Lender is named or which the Lender in its sole discretion determines is reasonably likely
to materially adversely affect any Collateral, the Lien thereof or any other Loan
Document and (ii) institute any action or proceeding which the Lender reasonably
determines should be instituted to protect the interest or rights of the Lender in any
Collateral or under this Agreement or any other Loan Document. Borrower agrees that
all reasonable costs and expenses expended or otherwise incurred pursuant to this
Section (including reasonable attorneys” fees and disbursements) by the Lender shall be
paid pursuant to Section 9.05 hereof.

(k) Chapter 11 Deadlines.
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(1) On the Petition Date, file with the Court the Sale Procedures
Motion and the Sale Motion;

(i) Within seven (7) days after the Petition Date, obtain entry of the
Interim Borrowing Order

(iii)  Within fifteen (15) days after the Petition Date, obtain entry of a
Final Order granting the Sale Procedures Motion by the Court;

(iv) ~ Within twenty (20) days after the Petition Date, obtain entry of the
Final Borrowing Order by the Court;

(v) Within forty-one (41) days after the Petition Date, obtain entry of a
Final Order by the Court approving the Sale Motion;

(vi)  Within sixty (60) days after the Petition Date, ensure that the Asset
Closing has occurred in form and substance acceptable to the Purchaser.

SECTION 7.02. Negative Covenants. So long as any Obligation shall remain
unpaid or the Lender shall have any Commitment hereunder, Borrower will not, and shall not
permit any Subsidiary to, without the written consent of the Lender:

(a) Liens, Etc. Create or suffer to exist any Lien upon or with respect to any of its
assets or properties, whether now owned or hereafter acquired, or assign or grant a security
interest in any right to receive income, in each case to secure any Debt or Contingent Obligation
of any Person, or apply to the Court for the authority to do any of the foregoing, other than (i)
Liens in favor of the Lender (A) pursuant to the Collateral Documents or (B) authorized by the
Interim Borrowing Order or the Final Borrowing Order; (ii} Liens in existence as of the Petition
Date as set forth in Schedule 7.02(a) hereto and (ii1) Permitted Liens.

(b) Debt and Contingent Obligations. Create or suffer to exist any Debt or
Contingent Obligations, other than: (i) Debt owed to the Lender; (ii) Prepetition Debt without
giving effect to any extensions, renewals, refinancings, supplemental borrowings or other
incurrences thereof; (iii) Debt incurred in connection with the rejection of leases and executory
contracts in the Chapter 11 Case; provided, that the obligation of Borrower in respect of such
Debt shall be determined by a Final Order of the Court entered at the time of such rejection, to be
a general, unsecured, non-priority claim; (iv) Contingent Obligations in existence on the Petition
Date and as set forth in Schedule 7.02(b); and (v) Debt secured by Permitted Liens.

(¢) Consolidation, Merger. Consolidate with or merge into any other corporation
or entity, except that any Subsidiary may merge or consolidate with any other Subsidiary,
provided that any merger or consolidation between a Guarantor and any other Subsidiary is
permitted only so long as such Guarantor is the surviving entity of any such merger or
consolidation or the surviving entity becomes a Guarantor.

(d) Conduct of Business. Engage in any business other than the business engaged
in by Borrower on the date hereof and similar or related businesses.
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(¢) Amendments to Organizational Documents. Amend the certificate of
incorporation or bylaws of Borrower in any way that is materially adverse to the Lender.

(f) Transactions with Partners and Affiliates. Enter into or permit to exist any
transactions (including the purchase, sale, lease or exchange of any property or the rendering of
any service) with any Affiliate of Borrower on terms that are less favorable to Borrower than
those that might be obtained at the time from Persons who are not such Affiliates other than (i}
transfers of assets among Borrower and its Subsidiaries in connection with a Permitted
Transaction; and (i1) rendering of services by Borrower to its Subsidiaries or by Borrower’s
Subsidiaries to Borrower or by one of Borrower’s Subsidiaries to another of Borrower’s
Subsidiaries in accordance with past practice.

(g) Chapter 11 Claims. Without limiting the provisions of Section 7.02 hereof,
incur, create, assume, suffer or permit any claim or Lien or encumbrance against its or any of its
property or assets in the Chapter 11 Case to be pari passu with or senior to the claims of the
Lender against Borrower in respect of the Obligations hereunder, or apply to the Court for
authority to do so, except to the extent permitted herein.

(h) Limitation on Repayments. (i) Make any payment or prepayment on or
redemption or acquisition for value (including, without limitation, by way of depositing with the
trustee with respect thereto money or securities before due for the purpose of paying when due)
of any Prepetition Debt or other pre-Petition Date obligations of such Person, except as expressly
ordered by the Court and only to the extent provided for in the Budget, (ii) pay any interest on
any Prepetition Debt of such Person (whether in cash, in kind securities or otherwise), (iii} make
any payment or create or permit any Lien pursuant to any provision of the Bankruptcy Code, or
apply to the Court for the authority to do any of the foregoing, in each case, other than in respect
of the Existing Credit Facilities, or (iv) make any payment or prepayment on or redemption or
acquisition for value of principal of, premium, if any, or interest on any intercompany Debt or
any other claim of a Subsidiary of Borrower.

(i) Ag reements. Assume, reject, cancel, terminate, breach or modify (whether
pursuant to Section 365 of the Bankruptcy Code, or any other applicable law), (i) any Prepetition
Debt, (ii) any Material Contract, or (iii) any other agreement, contract, instrument or other
document to which it is a party which assumption, rejection, cancellation, termination, breach or
modification could reasonably be expected to result in a Material Adverse Effect, in each case
other than Assumed Contracts in connection with the Asset Purchase Agreement.

(j) Approved Budget. Make cash disbursements during any period set forth in
the Budget for (1) any line item in an amount that is more than 10% greater than the amount
provided in the Budget for such line item, (2) any disbursement in respect of professional fee
payments in an amount that is more than the amount provided for in the Budget for such item
without the consent of the Lender or (3) item or items in excess of $10,000 individually or in the
aggregate that are not provided for in the Budget without the Lender’s consent; provided that the
sum of all cash disbursements in any period set forth in the Budget shall not exceed by more than
10% the total amount of cash disbursements st forth in the Budget for such period. To the
extent disbursements set forth in the Budget for any period are not, in fact, spent during such
period, such amounts will increase on a dollar-for-dollar basis the permitted disbursements for
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the succeeding period. Notwithstanding anything in this clause (j) to the contrary, Borrower
shall have the right to request in writing that the Lender permit the Borrower, in Lender’s sole
and absolute discretion, to vary from the restrictions imposed under this clause (j), and the
Lender shall respond to such a request by either granting or denying such permission within 48
hours of the Lender’s receipt of such request.

ARTICLE 8
EVENTS OF DEFAULT

SECTION 8.01. Events of Default. If any of the following events (“Events of
Default”) shall occur and be continuing:

(a) Borrower shall fail to pay all or any part of the principal when due, or shall
fail to pay any installment of interest or other amount payable hereunder within three (3)
Business Days of the date when due; or

(b) any representation or warranty made by Borrower herein or by Borrower (or
any of its respective officers) in connection with this Agreement shall prove to have been
incorrect in any material respect when made; or

(c) Failure of Company to perform or comply with any term or condition
contained in Section 3.01, 7.01(c), 7.01(k), or 7.02 of this Agreement; or

(d) Borrower shall fail to perform or observe any other term, covenant or
agreement contained in this Agreement other than any such term referred to in any other
subsection of this Section 8.01 on its part to be performed or observed and such default shall not
have been remedied or waived within 10 days after the occurrence thereof; or

(¢) Borrower shall default in any respect in the performance of or compliance
with any term contained in any Loan Document other than this Agreement and such default shall
not have been remedied or waived within any applicable grace period; or :

(f) (i) the entry of an order which has not been withdrawn, dismissed or reversed
(A) authorizing Borrower in the Chapter 11 Case to obtain additional {inancing under Section
364(c) or (d) of the Bankruptcy Code, or authorizing any Person to recover from any portions of
the Collateral any costs or expenses of preserving or disposing of such Collateral under Section
506(c) of the Bankruptcy Code, or (except as provided in the Interim Borrowing Order or the
Final Borrowing Order) authorizing the use of cash collateral without the Lender’s prior written
consent under Section 363(c) of the Bankruptcy Code; (B) appointing an interim or permanent
trustee in the Chapter 11 Case or the appointment of an examiner in the Chapter 11 Case; (C)
without the prior written consent of the Lender, dismissing the Chapter 11 Case or converting the
Chapter 11 Case to a case under Chapter 7 of the Bankruptcy Code; (ID) the entry of an order
granting relief from or modifying the automatic stay of Section 362 of the Bankruptcy Code (1)
to allow any creditor to execute upon or enforce a Lien on any portion of the Collateral or on any
other property or assets of Borrower having a fair market value in excess of $5,000 or (2) with
respect to any Lien of, or the granting of any Lien on any Collateral or any other property or
assets of Borrower to, any State or local environmental or regulatory agency or authority; (E)
amending, supplementing, staying, reversing, vacating or otherwise modifying any of the Interim
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Borrowing Order, the Final Borrowing Order or this Agreement or any other Loan Document or
the Lender’s rights, benefits, privileges or remedies under the Interim Borrowing Order, the Final
Borrowing Order, this Agreement or any other Loan Document; (F) without the prior written
consent of the Lender, filing a Chapter 11 plan for Borrower or any modification thereto;

(G) consolidating or combining Borrower with any other Person except pursuant to a confirmed
plan of reorganization with the prior written consent of the Lender as contemplated in the plan of
reorganization; (H) approving, or there shall arise, any other administrative expense claim (other
than those specifically referred to in Section 2.04) having any priority over, or being pari passu
with the administrative expense priority of the Obligations in respect of the Chapter 11 Case; or
(1) confirming a Chapter 11 plan for Borrower that does not provide for the payment in full in
cash of the Obligations on the effective date of such plan; or (ii) the filing by Borrower of a
motion, application or other petition to effect or consent to any order referred to in the foregoing
clause (i); or

(g) (i) one or more judgments or orders as to post-Petition Date liability or Debt
in excess of $10,000 shall be entered against Borrower not adequately covered by insurance as to
which a solvent and unaffiliated insurance company has acknowledged coverage and either (A)
enforcement proceedings shall have been commenced and shall be continuing by any creditor
upon such judgment or orders or (B) there shall be any period of 10 consecutive days during
which a stay of enforcement of such judgments or orders, by reason of a pending appeal or
otherwise, shall not be in effect; or (ii) any non-monetary judgment or order with respect to a
post-Petition Date event shall be rendered against Borrower which could reasonably be expected
to result in a Material Adverse Effect and there shall be any period of 10 consecutive days during
which a stay of enforcement of such judgment or order, by reason of a pending appeal or
otherwise, shall not be in effect; or

(h) at any time after the execution and delivery thereof; (i) any Loan Document or
any provision thereof, for any reason other than the satisfaction in full of all Obligations, shall
cease to be in full force and effect (other than in accordance with its terms) or shall be declared
to be null and void, (i) the Lender shall not have or shall cease to have a valid and perfected and
unavoidable Lien prior to all other perfected and unavoidable Liens in any Collateral purported
to be covered by the Collateral Documents, in either case for any reason other than the failure of
the Lender to take any action within its control, or (iii) Borrower or any Subsidiary shall contest
the validity or enforceability of any Loan Document or any provision thereof in writing or deny
in writing that it has any further liability, including with respect to future advances by the
Lender, under any Loan Document or any provision thereof to which it is a party;

(i) a Chang e in Control shall occur;

() t he transaction contemplated by the Asset Purchase Agreement has not been
approved by the Court within forty-one (41) days of the Petition Date; or

(k) the Asset Closing shall not have occurred within sixty (60) days of the
Petition Date;

THEN upon the occurrence and during the continuance of any Event of Default, the
Lender may (notwithstanding the provisions of Section 362 of the Bankruptcy Code and without

SF1:777151 29




application or motion to, or order from, the Court) by written notice to Borrower declare (i) the
unpaid principal amount of and accrued interest on the Loan and (ii) all other Obligations
immediately due and payable, without presentment, demand, protest or other requirements of any
kind, all of which are hereby expressly waived by Borrower, and the same shall forthwith
become, immediately due and payable, and any obligation of the Lender to make the Loan shall
thereupon terminate.

Further upon the occurrence and during the continuance of any Event of Default, the
Lender may (i) exercise all rights and remedies of the Lender set forth in any of the Collateral
Documents, in addition to all rights and remedies allowed by, the United States and of any state
thereof, including but not limited to the UCC, and (ii) revoke the Borrower’s rights to use cash
collateral in which the Lender has an interest; provided that, any other provision of this
Agreement or any other Loan Document to the contrary notwithstanding, with respect to the
foregoing, the Lender shall give Borrower and counsel to any official committees in respect of
the Chapter 11 Case and the office of the United States Trustee five (5) days prior written notice
(which notice shall be delivered by facsimile or overnight courier) of the exercise of its rights
and remedies with respect to the Collateral and file a copy of such notice with the clerk of the
Court. The Lender shall not have any obligation of any kind to make a motion or application to
the Court to exercise its rights and remedies set forth or refetred to in this Agreement or in the
other Loan Documents. The enumeration of the foregoing rights and remedies is not intended to
be exhaustive and the exercise of any right or remedy shall not preclude the exercise of any other
rights or remedies, all of which shall be cumulative and not alternative.

Borrower waives, (i) presentment, demand and protest and notice of presentment,
dishonor, notice of intent to accelerate, notice of acceleration, protest, default, nonpayment,
maturity, release, compromise, settlement, extension or renewal of any or all commercial paper,
accounts, contract rights, documents, instruments, chattel paper and guaranties or other property
at any time held by the Lender on which Borrower may in any way be liable and hereby ratify
and confirm whatever the Lender may lawfully do in this regard, (ii) subject to the notice
provisions of the preceding paragraph, all rights to notice and hearing prior to the Lender’s .
taking possession or control of, or to the Lender reply, attachment or levy upon, the Collateral, or
any bond or security which might be required by any court prior to allowing the Lender to
exercise any of its remedies, and (iii) the benefit of ali valuation, appraisal and exemption laws.
Borrower acknowledges it has been advised by counsel of its choice with respect to the effect of
the foregoing waivers and this Agreement, the other Loan Documents and the transactions
evidenced by this Agreement and the other Loan Documents.

ARTICLE 9
MISCELLANEOQOUS

SECTION 9.01. Amendments, Etc. No amendment or waiver of any provision
of the Loan Documents nor consent to any departure by Borrower therefrom, shall in any event
be effective unless the same shall be in writing and signed by the Lender, and then such waiver
or consent shall be effective only in the specific instance and for the specific purpose for which
given.

SF1:777151 30




SECTION 9.02. Notices, Ete. Except as otherwise set forth in this Agreement,
all notices and other communications provided for hereunder shall be in writing (including
telegraphic, telex or telecopy communication) and mailed or telegraphed or telexed or sent by
telecopy or delivered:

if to Borrower:

deCODE genetics, Inc.
Sturlagata 8

IS-101 Reykjavik
Iceland

Attn: General Counsel

and

deCODE genetics, Inc.

c/o Polaris Venture Partners
1000 Winter Street, Suite 3100
Waltham, MA 02451-1248

with a copy (which shall not constitute notice) to:

Mark Collins

Christopher Samis

Richards Layton & Finger, P.A.
One Rodney Square

920 North King Street
Wilmington, DE 19801

and if to the Lender:

Saga Investments LLC

c/o Polaris Venture Partners

1000 Winter Street, Suite 3350
Waltham, MA 02451

Attention: Chief Executive Officer

with a copy (which shall not constitute notice) to:

O’Melveny & Myers LLP
2765 Sand Hill Road

Menlo Park, California 94025
Attention: Sam Zucker

or, as to each party, at such other address as shall be designated by such party in a written notice

to the other parties. All such notices and communications shall be effective when deposited in
the mails, delivered to the telegraph company, sent by telex or sent by telecopy, respectively,
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except that notices and communications to the Lender pursuant to Article 2 or 7 shall not be
effective until received by the Lender.

SECTION 9.03. Right of Setoff. In addition to any rights now or hereafter
granted under applicable law and not by way of limitation of any such rights, and
notwithstanding the provisions of Section 362 of the Bankruptey Code and without application
or motion to, or order from, the Court, upon and after the occurrence and during the continuation
of any Event of Default, the Lender is hereby authorized by Borrower, at any time and from time
to time, without notice, to set off against, and to appropriate and apply to the payment of, the
obligations and liabilitics of Borrower under the Loan Documents (whether matured or
unmatured, fixed or contingent or liquidated or unliquidated) any and all amounts owing by the
Lender to Borrower (whether payable in Dollars or any other currency, whether matured or
unmatured, and, in the case of deposits, whether general or special, time or demand and however
evidenced).

SECTION 9.04. No Waiver; Remedies. No failure on the part of the Lender to
exercise, and no delay in exercising, any right under any of the Loan Documents shall operate as
a waiver thereof; nor shall any single or partial exercise of any right under any of the Loan
Documents preclude any other or further exercise thereof or the exercise of any other right. The
remedies herein provided are cumulative and not exclusive of any remedies provided by law.

SECTION 9.05. Costs and Expenses. Whether or not the transactions
contemplated hereby shall be consummated, Borrower shall reimburse the Lender for (i) all the
actual and reasonable costs and expenses of preparation of the Loan Documents and any
consents, amendments, waivers or other modifications thereto; (ii) all the costs of confirming
Borrower’s performance of and compliance with all agreements and conditions on its part to be
performed or complied with under this Agreement and the other Loan Documents including with
respect to confirming compliance with environmental and insurance requirements; (iii) the
reasonable fees, expenses and disbursements of counsel to the Lender (including allocated costs
of internal counsel) in connection with the negotiation, preparation, execution and administration
of the Loan Documents and any consents, amendments, waivers or other modifications thereto
and any other documents or matters requested by Borrower; (iv) all the actual costs and
reasonable expenses of creating and perfecting Liens in favor of the Lender pursuant to any
Collateral Document, including filing and recording fees, expenses and taxes, stamp or
documentary taxes, search fees, title insurance premiums, and reasonable fees, expenses and
disbursements of counsel to the Lender and of counsel providing any opinions that the Lender
may request in respect of the Collateral Documents or the Liens created pursuant thereto; (v)all
the actual costs and reasonable expenses (including the reasonable fees, expenses and
disbursements of any auditors, accountants or appraisers and any environmental or other
consultants, advisors and agents employed or retained by the Lender and its counsel) of
obtaining and reviewing any appraisals, environmental audits or reports provided for hereunder;
(vi) all the actual costs and reasonable expenses (including the reasonable fees, expenses and
disbursements of any consultants, advisors and agents employed or retained by the Lender and
its counsel) in connection with the custody or preservation of any of the Collateral; (vii) after the
occurrence of an Event of Default, all costs and expenses, including reasonable attorneys’ fees
(including allocated costs of internal counsel) and costs of settlement, incurred by the Lender in
enforcing any Obligations of or in collecting any payments due from Borrower hereunder or
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under the other Loan Documents by reason of such Event of Default (including in connection
with the sale of, collection from, or other realization upon any of the Collateral) or in connection
with any refinancing or restructuring of the credit arrangements provided under this Agreement
in the nature of a “work-out” or pursuant to the Chapter 11 Case, or any other insolvency or
bankruptcy proceedings; and (viii) all reasonable expenses of the Lender in connection with its
due diligence analysis and credit approval with respect to the financing transaction coniemplated
hereby. Without limiting the generality of the foregoing, if, at any time or times, regardless of
the existence of an Event of Default, the Lender shall incur reasonable expenses itself or employ
counse! or other professional advisors, including, but not limited to, environmental, financial and
management consultants, for advice or other representation or shall incur legal, appraisal,
accounting, consulting or other reasonable costs and expenses in connection with: (i) any
litigation, contest, dispute, suit, proceeding or action (whether instituted by the Lender, Borrower
or any other Person) in any way relating to the Collateral, any of the Loan Documents, or any
other agreements to be executed or delivered in connection therewith or herewith, including any
litigation, contest, dispute, suit, case, proceeding or action, and any appeal or review thereof, in
connection with a case or proceeding commenced by or against Borrower or any other Person
that may be obligated to the Lender by virtue of the Loan Documents, under the Bankruptcy
Code, or any other applicable Federal, state, or foreign bankruptcy or other similar law; (i1} any
attempt to enforce any rights or remedies of the Lender against Borrower, or any other Person
that may be obligated to the Lender by virtue of being a party to any of the Loan Documents;
(iii) any attempt to appraise, inspect, verify, protect, collect, sell, liquidate or otherwise dispose
of the Collateral, including without limitation, obtaining and reviewing any environmental audits
or reports provided for hereunder; or (iv) the Chapter 11 Case (including, without limitation, the
on-going monitoring by the Lender of the Chapter 11 Case, including attendance by the Lender
and its counsel at hearings or other proceedings and the on-going review of documents filed with
a Court in respect thereof) and the Lender’s interests with respect to Borrower (including,
without limitation, the on-going review of Borrower’s business, assets, operations, prospects or
financial condition as the Lender shall deem necessary), the Collateral or the Obligations; then,
and in any such event, the reasonable fees and expenses incurred by the Lender and such
attorneys and other professional advisors and consultants arising from such services, including
those of any appellate proceedings, and all reasonable expenses, costs, charges and other fees
incurred by such counsel or other professionals in any way or respect arising in connection with
or relating to any of the events or actions described in this Section 9.05 shall be payable by
Borrower to the Lender in accordance with the Budget, provided that all such expenses, costs,
charges and other fees in excess of the amounts provided in the Budget, if any, shall be paid no
later than the earlier of (i) the Maturity Date and (ii} acceleration of the Obligations pursuant to
Article 8 hercof, and all such expenses, costs, charges and other fees shall be additional
Obligations secured under the Collateral Documents and the other Loan Documents. Without
limiting the generality of the foregoing, such expenses, costs, charges and fees may include:
paralepal fees, costs and expenses; accountants’ and experts’ fees, costs and expenses;
appraisers’ fees, costs and expenses; management and other consultants” fees, costs and
expenses; court costs and expenses; photocopying and duplicating expenses; court reporter fees,
costs and expenses; long distance telephone charges; communication charges, air express
charges; telegram charges; secretarial overtime charges; and expenses for travel, lodging and
food paid or incurred in connection with the performance of such legal or other professional
services. For the avoidance of doubt nothing in this Section 9.05 shall be construed to provide for

SF1:777151 33




the payment of any costs or expenses that may be sought by the Purchaser pursuant to the Asset
Purchase Agreement.

SECTION 9.06. Indemnity. Whether or not the transactions contemplated
hereby shall be consummated, Borrower agrees to indemnify, pay and hold the Lender, and the
shareholders, officers, directors, employees and agents of the Lender, harmless from and against
any and all claims, liabilities, losses, damages, costs and expenses (whether or not any of the
foregoing Persons is a party to any litigation), including, without limitation, reasonable
attorneys’ fees and costs (including, without limitation, the reasonable estimate of the allocated
cost of in-house legal counsel) and costs of investigation, document production, attendance at a
deposition, or other discovery, with respect to or arising out of this Agreement the Loan
Documents or the Chapter 11 Case or any use of proceeds hereunder, or any claim, demand,
action or cause of action being asserted against Borrower related thereto (collectively, the
“Indemnified Liabilities™), provided that Borrower shall have no obligation hereunder with
respect to Indemnified Liabilities arising from the gross negligence or willful misconduct of any
such Persons. If any claim is made, or any action, suit or proceeding is brought, against any
Person indemnified pursuant to this Section, the indemnified Person shall notify Borrower of
such claim or of the commencement of such action, suit or proceeding, and Borrower will
assume the defense of such action, suit or proceeding, employing counsel selected by Borrower
and reasonably satisfactory to the indemnified Person, and pay the fees and expenses of such
counsel. This covenant shall survive termination of this Agreement and payment of the
outstanding Note.

SECTION 9.07. Assignments: Parficipations.

(a) The Lender, with the consent of Borrower so long as no Event of Default has
occurred and is continuing (such consent not to be unreasonably withheld or delayed), may
assign to other financial institutions all or part of its rights and obligations outstanding under the
Loan Documents, provided that any such assignment shall be in compliance with the applicable
federal and state securities laws; and provided, further, that any assignee agrees to be bound by
the terms and conditions of this Agreement. The Lender may, in connection with any actual or
proposed assignment, disclose to the actual or proposed assignee, any information relating to
Borrower; and

(b) The Lender may, without the consent of, or notice to, Borrower, grant
participations to other financial institutions in all or part of the obligations of Borrower
outstanding under the Loan Documents, provided that any such participation shall be in
compliance with the applicable federal and state securities laws; and provided, further, that any
participant agrees to be bound by the terms and conditions of this Agreement; provided,
however, that (i) the Lender’s obligations under this Agreement shall remain unchanged, (ii)
Lender shall remain solely responsible to the other parties hereto for the performance of such
obligations, and (iii) Borrower shall continue to deal solely and directly with the Lender in
connection with the Lender’s right and obligations under this Agreement. The Lender may, in
connection with any actual or proposed participation, disclose to the actual or proposed
participant, any information relating to Borrower.
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SECTION 9.08. Effectiveness; Binding Effect; Governing Law. This
Agreement shall become effective when it shall have been executed by Borrower and the Lender
and thereafter shall be binding upon and inure to the benefit of Borrower and the Lender and
their respective successors and assigns, except that Borrower shall not have the right to assign its
rights hereunder or any interest herein without the prior written consent of the Lender and except
as Iceland government policy or action may be to the contrary as set forth in Section 25 of the
Security Agreement. THIS AGREEMENT AND THE NOTE SHALL BE GOVERNED BY,
AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF
DELAWARE, WITHOUT REGARD TO CONFLICT OF LAW PRINCIPLES THAT WOULD
REQUIRE APPLICATION OF ANOTHER LAW.

SECTION 9.09. Waiver of Jury Trial. EACH OF THE PARTIES TO THIS
AGREEMENT HEREBY AGREES TO WAIVE ITS RESPECTIVE RIGHTS TO A JURY
TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF
THIS AGREEMENT OR ANY OF THE OTHER LOAN DOCUMENTS OR ANY DEALINGS
BETWEEN THEM RELATING TO THE SUBJECT MATTER OF THIS LOAN
TRANSACTION OR THE LENDER/BORROWER RELATIONSHIP THAT IS BEING
ESTABLISHED.

SECTION 9.10. Consent to Jurisdiction. During the pendency of the Chapter
11 Case, all judicial proceedings brought against Borrower arising out of or relating to this
Agreement or any other Loan Document shall be brought in the Court. Thereafter, all judicial
proceedings brought against Borrower with respect to this Agreement and the Loan Documents
may be brought in any state or federal court of competent jurisdiction in the State of Delaware,
and by exccution and delivery of this Agreement, Borrower accepts for itself and in connection
with its properties, generally and unconditionally, the nonexclusive jurisdiction of the aforesaid
courts, and irrevocably agrees to be bound by any judgment rendered thereby in connection with
this Agreement. Borrower irrevocably waives any right it may have to assert the doctrine of
forum non conveniens or to object to venue to the extent any proceeding is brought in
accordance with this Section.

SECTION 9.11. Entire Agreement. This Agreement with Exhibits and
Schedules and the other Loan Documents embody the entire agreement and understanding
between the parties hereto and supersedes all prior agreements and understandings relating to the
subject matter hereof.

SECTION 9.12. Separability of Provisions; Headings. In case any one or
more of the provisions contained in this Agreement should be invalid, illegal or unenforceable in
any respect, the validity, legality and enforceability of the remaining provisions contained herein
shall not in any way be affected or impaired thereby. Section headings in this Agreement are
included for convenience of reference only and shall not be given any substantive effect.

SECTION 9.13. Execution in Counterparts. This Agreement may be executed
in any number of counterparts and by different parties hereto in separate counterparts, each of
which when so executed shall be deemed to be an original and all of which taken together shall
constitute one and the same agreement.
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SECTION 9.14. Parties Including Trustees; Court Proceedings. This
Agreement and the other Loan Documents shall be binding upon, and inure to the benefit of, the
successors of the Lender, and the assigns, transferees and endorsees of the Lender. The security
interests and Liens created in this Agreement, the Collateral Documents and the other Loan
Documents shall be and remain valid and perfected, and the claims of the Lender hereunder valid
and enforceable in accordance with the terms hereof, notwithstanding the discharge of Borrower
pursuant to 11 U.S.C. § 1141, the conversion of the Chapter 11 Case or any other bankruptcy
case of Borrower to cases under Chapter 7 of the Bankruptcy Code, the dismissal of the Chapter
11 Case or any subsequent Chapter 7 case or the release of any Collateral from the property of
Borrower. The security interests and Liens created in this Agreement, the Collateral Documents
and the other Loan Documents shall be and remain valid and perfected without the necessity that
the Lender file financing statements or otherwise perfect its security interests or Liens under
applicable law. This Agreement, the claims of the Lender hereunder, and all security interests or
Liens created hereby or pursuant hereto or by or pursuant to the Collateral Documents or any
other Loan Document shall at all times be binding upon Borrower, the estate of Borrower and
any trustee appointed in the Chapter 11 Case or any Chapter 7 case, or any other successor in
interest to Borrower. This Agreement shall not be subject to Section 365 of the Bankrupicy
Code.

[Remainder of page left intentionally blank]
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IN WITNESS WHEREOYV, the parties hereto have caused this Agreement to be
executed by their respective officers thereunto duly authorized, as of the date first above written.
BORROWER:

deCODE genetics, Inc., as Debtor and Debtor-In-
Possession

\ ) &
By: Mﬁﬂf k

Name: Kari Stefanssc—m
Title: Chief Executive Officer

Q\’Lljlf-\

Debtor-in-Possession Loan Agreement




THE LENDER:

Title; Man'ager

Deblor-in-Possession Loan Agreement
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EXHIBIT A
[FORM OF] NOTE

deCODE genetics, Inc.

$11,117,928.00 Reykjavik, Iceland
November __, 2009

FOR VALUE RECEIVED, deCODE genetics, Inc., a Delaware corporation
(“Borrower”), promises to pay to Saga Investments, LLC, a Delaware limited liability company
(“Payee™), or its registered assigns the lesser of (x) Eleven Million One Hundred Seventeen
Thousand Nine Hundred Twenty-Eight Dollars ($11,117,928.00) and (y) the unpaid principal
amount of all advances made by Payee to Borrower under the Loan Agreement referred to
below. The principal amount of this Note shall be payable on the dates and in the amounts
specified in the Loan Agreement; provided that the last such instaliment shall be in an amount
sufficient to repay the entire unpaid principal balance of this Note, together with all accrued and
unpaid interest thereon.

Borrower also promises to pay interest on the unpaid principal amount hereof,
until paid in full, at the rates and at the times which shall be determined in accordance with the
provisions of that certain Debtor-in-Possession Loan Agreement dated as of November 16, 2009
by and between Borrower and the Lender (said Debtor-in-Possession Loan Agreement, as it may
be amended, supplemented or otherwise modified from time to time, being the “Loan
Apreement”, the terms defined therein and not otherwise defined herein being used herein as
therein defined).

This Note is one of Borrower’s “Notes” and is issued pursuant to and entitled to
the benefits of the Loan Agreement, to which reference is hereby made for a more complete
statement of the terms and conditions under which the Loan evidenced hereby was made and is
to be repaid.

All payments of principal and interest in respect of this Note shall be made in
lawful money of the United States of America in same day funds at Payee’s address set forth in
the Toan Agreement or at such other place as shall be designated in writing for such purpose in
accordance with the terms of the Loan Agreement. Unless and until an a duly executed
assignment agreement effecting the assignment or transfer of this Note shall have been accepted
by Payce, Borrower shall be entitled to deem and treat Payee as the owner and holder of this
Note and the Loan evidenced hereby.

Whenever any payment on this Note shall be stated to be due on a day which is not a
Business Day, such payment shall be made on the next succeeding Business Day and such
extension of time shall be included in the computation of the payment of interest on this Note.

This Note is subject to mandatory prepayment as provided in the Loan Agreement
and to prepayment at the option of Borrower as provided in the Loan Agreement.

A-1 Nolte
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THIS NOTE AND THE RIGHTS AND OBLIGATIONS OF BORROWER
AND PAYEE HEREUNDER SHALL BE GOVERNED BY, AND SHALL BE
CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE INTERNAL LAWS
OF THE STATE OF DELAWARE, WITHOUT REGARD TO CONFLICTS OF LAWS
PRINCIPLES.

Upon the occurrence of an Event of Defanlt, the unpaid balance of the principal
amount of this Note, together with all accrued and unpaid interest thereon, may become, or may
be declared to be, due and payable in the manner, upon the conditions and with the effect
provided in the Loan Agreement.

The terms of this Note are subject to amendment only in the manner provided in
the Loan Agreement.

This Note is subject to restrictions on transfer or assignment as provided in the
Loan Agreement.

No reference herein to the Loan Agreement and no provision of this Note or the
Loan Agreement shall alter or impair the obligations of Borrower, which are absolute and
unconditional, to pay the principal of and interest on this Note at the place, at the respective
times, and in the currency prescribed herein and in the Loan Agreement.

Borrower promises to pay all costs and expenses, including reasonable attorneys’
fees, all as provided in the Loan Agreement, incurred in the collection and enforcement of this
Note. Borrower and any endorsers of this Note hereby consent to renewals and extensions of
time at or after the maturity hereof, without notice, and hereby waive diligence, presentment,
protest, demand and notice of every kind and, to the full extent permitted by law, the right to
plead any statute of limitations as a defense to any demand hereunder.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, Borrower has caused this Note to be duly executed
and delivered by its officer thercunto duly authorized as of the date and at the place first wrilten
above.

deCODE genetics, Inc.,
as Borrower

By:

Name:
Title:

A-3 Note
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EXHIBIT B-1
INTERIM BORROWING ORDER

See attached.

B-1-1 Interim Borrowing Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

)
)
deCODF, genetics, Inc.! )  Case No. 09- ()
)
)

Debtor. )

ORDER (A) AUTHORIZING DEBTOR TO OBTAIN INTERIM POSTPETITION
FINANCING AND TO GRANT SECURITY INTERESTS AND SUPERPRIORITY
ADMINISTRATIVE EXPENSE STATUS PURSUANT TO 11 U.S.C. §§ 105, 364(C) AND
364(D); (B) AUTHORIZING DEBTOR TO USE CASH COLLATERAL;

(C) MODIFYING THE AUTOMATIC STAY PURSUANT TO 11 U.S.C. § 362; (D)
GRANTING ADEQUATE PROTECTION PURSUANT TO 11 U.S.C. §§ 361 AND 363;
AND (E) SCHEDULING A FINAL HEARING PURSUANT TO
BANKRUPTCY RULE 4001

Upon Debtor’s Motion for Order (a) Authorizing Debtor to Obtain Interim Postpetition
Financing and to Grant Security Interests and Superpriority Administrative Expense Status
Pursuant to 11 U.S.C. §§ 105, 364(c) and 364(d); (b) Authorizing Debtor to Use Cash Collateral,
(c) Modifying the Automatic Stay Pursuant to 11 U.S.C. §362; (d) Granting Adequate
Protection Pursuant to 11 U.S.C. §§ 361 and 363; and (e) Scheduling a Final Hearing Pursuant to
Bankruptcy Rule 4001 (the “Motion”)” dated November 16, 2009, filed by deCODE genetics,
Inc., as debtor and debtor-in-possession (the “Debtor™) in the above-captioned chapter 11 case

(the “Chapter 11 Case™) seeking to, inter alia:

(1) obtain authorization for the Debtor to obtain a senior secured
superpriority term loan in an aggregate amount of $11,117,928 (the “DIP
Financing”), with $3,600,000 new money available on an interim basis for a
period through and including the date of the Final Hearing, from Saga
Investments, LLC (the “DIP Lender”) substantially on the terms and conditions
set forth in the Debtor-in-Possession Loan Agreement (as amended,
supplemented, or otherwise modified and in effect from time to time, the “DIP
Loan Agreement”, and together with any and all other related documents and
agreements entered into in connection with or related to the DIP Financing, the
“DIP Loan Documents™);

! The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704).

2 Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed thereto
in the Motion.
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(i1) obtain authorization of the roll-up of the Prepetition Note
Obligations into DIP Obligations upon entry of the Final Order;

(iii)  obtain authorization for the Debtor to enter into the DIP Loan
Agreement and DIP Documents and to perform such other and further acts as may
be necessary or appropriate in connection with the DIP Documents;

(iv)  grant the DIP Lender superpriority administrative claim status
pursuant to section 364(c)(1) of the Bankruptcy Code in respect of all DIP
Obligations;

(V) obtain authorization for the Debtor (i) to use Cash Collateral and
(ii) to provide adequate protection to the DIP Lender in the form of replacement
liens and superpriority administrative claim status;

(vi)  schedule, pursuant to Bankruptcy Rule 4001, an interim hearing
(the “Interim Hearing”) on the Motion to be held before this Court to consider
entry of this Interim Order (a) authorizing Debtor, on an interim basis, to borrow
under the DIP Loan Agreement up to $3,600,000 of loans to be used for working
capital, general expenditures and general corporate purposes of the Debtor
pending the Final Hearing, (b) authorizing the Debtor to use Cash Collateral and
(c) granting adequate protection to the DIP Lender; and

(vii) schedule, pursuant to Bankruptcy Rule 4001, a final hearing (the
“Final Hearing™) to consider entry of an order (the “Final Order”) authorizing the
Debtor on a final basis to borrow the balance of the DIP Financing and to
continue to use the Cash Collateral.

The Interim Hearing having been held on [ ], 2009, upon all of the

pleadings filed with the Court and upon the record of the Interim Hearing, and after due
deliberation and consideration and sufficient cause appearing therefore;
THE COURT HEREBY MAKES THE FOLLOWING FINDINGS OF FACTS AND
CONCLUSIONS OF LAW:®

A, Petition. On November 16, 2009 (the “Petition Date”), the Debtor filed a

voluntary petition for relief under chapter 11 of the Bankruptcy Code, creating the Debtor’s

* Findings of fact shall be construed as conclusions of law, and conclusions of law shall be construed as
findings of fact pursuant to Fed. R. Bankr. P. 7052. Any statements of the Court from the bench at the Interim
Hearing shall constitute additional findings of fact and conclusions of law as appropriate and are expressly
incorporated by reference into this Interim Order to the extent not inconsistent herewith.
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bankruptcy estate (the “Estate™). The Debtor continues to operate its business and manage its
assets as a debtor in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.

B. Jurisdiction and Venue. This Court has jurisdiction over these proceedings and

the parties and property affected hereby pursuant to 28 U.S.C. §§ 157 and 1334 and this is a core
proceeding pursuant to 28 U.S.C. § 157(b)}(2). Venue is proper in this Court pursuant to
28 U.S.C. §§ 1408 and 1409. The statutory bases for the relief requested herein are Bankruptcy
Code sections 105, 361, 362, 363, 364(c), and 364(d), and Bankruptcy Rules 2002 and 4001 and
Local Rule 2015-2.

C. Necessity of Financing. The Debtor submits that the proposed financing

pursuant to the DIP Loan Agreement and the use of Cash Collateral will allow it to continue the
operations of its business and administer, preserve and increase the value of its Estate. The
ability of the Debtor to finance its operations requires the availability of additional working
capital and the use of Cash Collateral, the absence of which would immediately and irreparably
harm the Debtor, its Estate and its creditors and the possibility for the Debtor’s successful
reorganization. FEniry of this Interim Order approving the DIP Financing and the use of Cash
Collateral will benefit the Debtor and its Estate and creditors.

D. Willingness to Lend. The DIP Lender is willing to make the DIP Financing

available and to make the loans and advances thereunder pursuant to the terms of the DIP Loan
Agreement, only upon the condition that the DIP Lender is granted with respect to the
Obligations as provided herein and in the DIP Loan Agreement, (i) pursuant to section 364(c)(1)
of the Bankruptcy Code, a superpriority administrative expense claim in the Chapter 11 Case and
(ii) liens on and security interests in the Collateral, pursuant to sections 364(c)(2) and 364(d)(1)
of the Bankruptcy Code in the priority set forth herein and in the DIP Loan Agreement (the “DIP
Lender’s Liens”), subject only to those existing liens set forth on Schedule 7.02(a) to the DIP

Loan Agreement.
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E. No Credit Available on Other Terms. The Debtor is unable to obtain unsecured

credit allowable under section 503(b)(1) of the Bankruptcy Code or pursuant to sections 364(a)
and 364(b) of the Bankruptcy Code.

F. Business Judgment and Good Faith. The terms of the DIP Financing (including

the DIP Loan Documents) and the use of Cash Collateral are fair, just, and reasonable under the
circumstances, are appropriate for secured financing to a debtor in possession, reflect the
Debtor’s exercise of its prudent business judgment consistent with its fiduciary duties, and are
supported by reasonably equivalent value and fair consideration. The terms of the DIP
Financing have been negotiated in good faith and at arms’ length by and between the parties,
with all parties represented by counsel. Any credit extended under the terms of the DIP
Financing shall be extended in good faith by the DIP Lender as that term is used in section
364(e) of the Bankruptcy Code. The DIP Lender will also be acting in good faith within the
meaning of section 364(e) of the Bankruptcy Code in closing the transactions contemplated in
the DIP Loan Agreement at any time after the entry of this Interim Order. The DIP Lender is not
an “insider” or “affiliate” of the Debtor (as such terms are defined in the Bankruptcy Code).

G. No Representations or Reliance. The Debtor stipulates that the DIP Lender and

the Indemnified Parties (as defined below) have made no representations, offered no opinions,
and have taken no positions, either individually or collectively, regarding the value of any
portion of the Collateral, and, in determining the value of the Collateral, the Debtor has not relied
upon any representation, opinion or position of the DIP Lender in regard thereto.

H. Property of the Estate. Each item of the Collateral constitutes property of the

Estate of the Debtor.
I. Good Cause. The DIP Financing and relief requested in the Motion are

necessary, essential, appropriate and in the best interest of the Debtor, its creditors, and its Estate,
as its implementation will, among other effects, provide the Debtor with the necessary liquidity

(a) to minimize disruption to Debtor’s business and on-going operations, (b) to preserve and
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maximize the value of the Estate for the benefit of all creditors of the Debtor, and (c) to avoid
immediate irreparable harm to the Debtor, its creditors, its business, its employees, and its assets.

J. Notice. Pursuant to Bankruptcy Rule 4001(c), notice by facsimile of the Interim
Hearing has been given to (i) the Office of the United States Trustee, (ii) counsel for the DIP
Lender, (iii) the Internal Revenue Service, (iv) the Securities and Exchange Commission, (v) the
Debtor’s list of top 20 unsecured creditors, and (vi) all known holders of liens, encumbrances, or
security interests in the Collateral. Based on the record made by the Debtor, the Court finds that
appropriate notice of the Interim Hearing has been given.

Based on the foregoing,
IT IS HEREBY ORDERED, ADJUDGED AND DECREED, that:

1. The Motion is granted in accordance with the terms of this Interim Order. The
Debtor is immediately authorized and, pursuant to the terms of this Interim Order and the terms
and conditions of the DIP Loan Agreement, empowered to borrow funds under the DIP
Financing in such amount or amounts as may be available to or for the benefit of the Debtor from
the DIP Lender, which shall not exceed $3,600,000, upon entry of this Interim Order and, subject
to the entry of the Final Order, the aggregate amount of $11,117,928.00, in each case for the
purposes permitted under the DIP Loan Agreement and this Interim Order or the Final Order, as
applicable.

2. Any objections to the Motion with respect to entry of this Interim Order that have
not been withdrawn, waived or settled, and all reservations of rights included therein, are hereby
denied and overruled.

3. All provisions in the DIP Loan Agreement are binding and enforceable in full
even if not expressly referenced in this Interim Order. The Debtor and the DIP Lender with
respect to the DIP Loan Agreement may finalize, amend, modify, supplement or walve any
provision of the DIP Loan Agreement if such amendment, modification, supplement or waiver is
permitted under the terms of the DIP Loan Agreement and is not material (in the good faith

judgment of the DIP Lender and the Debtor) without any need to apply to, or receive further
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approval {rom, the Court.

4. The Debtor is hereby authorized to (a) do and perform all acts and to make,
execute, and deliver all instruments and documents which may be requisite or necessary for the
performance by the Debtor under the DIP Loan Agreement, and (b) pay all principal, interest,
reasonable fees and other expenses which may be required or necessary for the Debtor to
perform all of its Obligations under this Interim Order and the DIP Loan Agreement
(collectively, the “DIP Obligations™). Each officer of the Debtor, and each such other individual
as may be so authorized by the Board of Directors of the Debtor, acting singly, is hereby
authorized to execute and deliver any and all of the DIP Loan Agreement and related documents,
such execution and delivery to be conclusive of their respective authority to act in the name and
on behalf of the Debtor.

5. The Debtor is hereby authorized and directed to pay the fees as they come due
under the DIP Loan Agreement to the DIP Lender without further order of this Court, including
without limitation, all out-of-pocket costs and expenses of the DIP Lender (including attorney’s
fees and expenses) as provided for under the DIP Loan Agreement, in each case, in accordance
with the Budget; provided that all such fees in excess of the amounts provided in the Budget, if
any, shall be paid no later than the earliest of (i) the Maturity Date, (ii) the date that the DIP
Obligations are paid in full, and (iii) acceleration of the DIP Obligations pursuant to Article 8 of
the DIP Loan Agreement.

6. In providing for the advancement of post-petition financing under the DIP Loan
Agreement, each of the Debtor and the DIP Lender acknowledges, stipulates and agrees that, in
entering the DIP Loan Agreement, and as consideration therefor, the Debtor has obtained all
authorizations, consents and approvals necessary from, and have made all filings with and given
all notices (if any such notice was required) to, all federal, state and local governmental agencies,
authorities and instrumentalities required to be obtained, made or given by the Debtor in
connection with the execution, delivery, performance, validity and enforceability of the DIP

Loan Agreement to which the Debtor 1s party.
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7. Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way prime or otherwise adversely affect the DIP Lender’s Liens granted under
this Interim Order by offering a subsequent lender or a party-in-interest a superior or pari passu
lien or claim pursuant to sections 364(d) or 507(b) of the Bankruptcy Code or otherwise.

8. Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way grant junior encumbrances on the Collateral upon which the DIP Lender
possesses liens provided to them under this Interim Order other than the liens permitted under
Section 7.02 of the DIP Loan Agreement, provided that such liens shall be subordinated in
priority and in right of payment to the DIP Obligations; and further, the Debtor agrees that it
shall not otherwise encumber otherwise unencumbered assets.

COLLATERAL SECURITY

9. Pursuant to sections 364(c)(2) and 364(d)(1) of the Bankruptcy Code, and as
protection to the DIP Lender and to secure the repayment of the DIP Obligations, the DIP
Lender, shall have and is hereby granted a valid, binding, and enforceable perfected security
interest in and to and lien on all the Collateral, whether now owned or hereafter acquired, now
existing or hereafter created and wherever located; provided that the Collateral shall not include
avoidance actions of the Debtor or the proceeds thereof.

10. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code
shall be valid, binding, and enforceable first priority perfected security interests in and to and
liens on all of the Collateral, whether now owned or hereafter acquired, now existing or hereafter
created and wherever located, with priority over any and all other liens that may be secured by
the Collateral except for those perfected and unavoidable liens set forth on Schedule 7.02(a) to
the DIP Loan Agreement.

11. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code

shall be valid, binding, and enforceable first priority perfected security interests in and to and
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liens on all of the Debtor’s right, title and interest in, to and under all the Collateral, subject only
to those perfected and unavoidable liens set forth on Schedule 7.02(a) to the DIP Loan
Agreement.

12. Except as set forth herein, the DIP Lender’s Liens under this Interim Order and
the DIP Loan Agreement shall continue to be at all times first and senior in priority to all other
liens, encumbrances or security interests of every kind and shall not be subordinate or pari passu
with any other lien, encumbrance or security interest or right of setoff, including liens in respect
of the Prepetition Note Obligations, and no lien, encumbrance or security interest shall be
permitted which shall be senior to or pari passu with the DIP Lender’s Lien granted hereunder or
under the DIP Loan Agreement.

13. Saga Investments, LLC, in its capacity as lender under the Prepetition Note and
(the “Existing Lender”), consents to priming lien granted to the DIP Lender herein in respect of
the DIP Obligations; provided that, as adequate protection for the granting of the priming lien to
the DIP Lender, and in accordance with sections 361 and 364(d) of the Bankruptcy Code, the
Existing Lender is hereby granted (effective and perfected upon the date of this Interim Order
and without the necessity of execution by the Debtor of mortgages, security agreements, pledge
agreements, financing statements, or any other agreement), valid, perfected, post-petition
security interests in and replacement liens (the “Existing Lender Replacement Liens”™) on all of
the Collateral to secure an amount equal to the aggregate diminution in the value or amount of
the interests of the Existing Lender, whether as a result of depreciation, use, sale, loss, decline in
market price. Such replacement liens shall rank junior to the liens of the DIP Lender granted
pursuant to the DIP Loan Documents. Except as provided in this paragraph 13, the Existing
Lender Replacement Liens shall not, at any time prior to the full and complete satisfaction in
cash of any and all obligations under the Prepetition Note in accordance with their terms, be
made subject or subordinated to, or made pari passu with any other lien, security interest or
claim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy

Code or otherwise, except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
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to the DIP Loan Agreement. The Debtor acknowledges and stipulates that the Existing Lender is
entitled, pursuant to sections 361 and 364(d)(1) of the Bankruptcy Code, to adequate protection
of its security interest securing the Debtor’s obligations under the Prepetition Note, to the extent
of the aggregate diminution in value, if any, of the Existing Lender’s prepetition collateral.

14.  The DIP Lender’s Liens, as described above, and security interests granted to the
DIP Lender herein shall not (i) be subject to any lien or security interest that is avoided and
preserved for the benefit of the Debtor’s Estate as a result of any avoidance actions or (ii} be
subordinated to or made pari passu with any other lien or security interest under section 364(d)
of the Bankruptcy Code or otherwise.

15.  This Interim Order shall be sufficient and conclusive evidence of the validity,
perfection, and priority of the DIP Lender’s Liens upon the Collateral, without the necessity of
filing or recording any financing statement or other instrument or document which may
otherwise be required under the law of any jurisdiction or the taking of any other action to
validate or perfect the DIP Lender’s Liens on and its security interests in the Collateral or to
entitle the DIP Lender to the priorities granted herein. The DIP Lender shall not be required to
file any financing statements, mortgages, notices of lien or similar instruments in any jurisdiction
or filing office, or to take any othet action in order to perfect the DIP Lender’s Liens and security
interests granted by or pursuant to this Interim Order or the DIP Loan Agreement.

16. Subject to the entry of the Final Order, pursuant to sections 364(c)(Z) and
364(d)(1) of the Bankruptcy Code, any provision of any lease or other license, contract or other
agreement that requires the consent or approval of one or more parties, or requires the payment
of any fees or obligations to any governmental entity, in order for the Debtor to pledge, grant,
sell, or otherwise transfer any such interest or the proceeds thereof or other Collateral, is and
shall be deemed to be inconsistent with the provisions of the Bankruptcy Code and shall have no
force and effect with respect to the transactions granting the DIP Lender a senior security interest
in such interest or the proceeds of any assignment and/or sale thereof by the Debtor in favor of

the DIP Lender in accordance with the terms of the DIP Loan Agreement.
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17.  Should the DIP Lender, in its sole discretion (but not as a requirement hereunder),
from time to time choose to file financing statements, mortgages, notices of lien or similar
instruments, take possession of any Collateral, or take any other action to validate or perfect any
such security interests or liens, the Debtor and its officers are hereby directed to execute any
such documents or instruments as the DIP Lender may reasonably request, and all such
documents and instruments shall be deemed to have been filed or recorded at the time and on the
date of the entry of this Interim Order.

18.  The DIP Lender may, in its discretion, file a copy of this Interim Order as a
financing statement with any recording officer designated to file financing statements or with
any registry of deeds or similar office in any jurisdiction in which the Debtor has real or personal
property, and, in such event, the applicable filing or recording officer or registrar is authorized to
file or record such copy of this Interim Order.

19. The automatic stay imposed under section 362(a) of the Bankruptcy Code is
hereby lifted to grant the DIP Lender’s Liens and security interests to the DIP Lender
contemplated by the DIP Loan Agreement and this Interim Order, and is further lifted to the
extent of the exercise by the DIP Lender of any rights or remedies under the DIP Loan
Agreement, subject only to the notice requirement set forth in paragraph 30 herein.

20. The DIP Lender reserves its rights to credit bid the DIP Obligations (pursuant to
section 363(k) of the Bankruptcy Code and/or applicable law), in whole or in part, in connection
with any sale or disposition of assets in the Chapter 11 Case. For the avoidance of doubt, the
sale or disposition of any or all of the assets of the Debtor pursuant to section 363 (or any other
applicable provision) of the Bankruptcy Code shall not, under the laws of any jurisdiction in
which any assets are located or to which any asset or creditor’s rights with respect to such assets
are or may be subject, result in the waiver of the deficiency claim, if any, of the DIP Lender
regardless of whether the DIP Lender credit bids its interest in respect of such sale or disposition.

Cash Collateral and Adequate Protection

21.  For purposes of this Interim Order, the term “Cash Collateral” shall mean and
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include all “cash collateral as defined in section 363 of the Bankruptcy Code, in which the DIP
Lender has a lien, security interest or other interest, whether existing on the Petition Date, arising
pursuant to this Interim Order, or otherwise.

22.  The Debtor requires the use of Cash Collateral to operate its business. Without
the use of Cash Collateral, the Debtor will not be able to meet its cash requirements for working
capital needs. The DIP Lender does not consent to the use of Cash Collateral except on the
terms and for the purposes specified herein.

23.  Subject to the terms of this Interim Order and the entry of the Final Order, the
Debtor is authorized to use Cash Collateral in which the DIP Lender may have an interest, in
accordance with the terms, conditions, and limitations set forth in the DIP Loan Documents. The
Debtor is hereby authorized to use Cash Collateral in any updated DIP Loan Agreement that is
amended in accordance with this Interim Order and the DIP Loan Documents without further
approval by the Court. Any dispute in connection with the use of Cash Collateral in accordance
with the DIP Loan Documents and this Interim Order shall be heard by the Court.
Notwithstanding anything in this Interim Order to the contrary, the Debtor’s authority to use
Cash Collateral shall automatically terminate (subject to the provisions of paragraph 30 below or
further Order of this Céurt) without any further action by this Court or the DIP Lender, upon the
earliest to occur of (the “Cash Collateral Termination Date’): (a) the date on which an Event of
Default shall have occurred under the DIP Loan Docmnents; and (b) such carlier date on which
the DIP Obligations shall become due and payable in accordance with the terms of this Interim
Order and/or the DIP Loan Documents.

24. The Debtor acknowledges and stipulates that the DIP Lender is entitled, pursuant
to sections 361, 363(c) and 364(d)(1) of the Bankruptcy Code, to adequate protection of its
interest in the Cash Collateral, to the extent of the aggregate diminution in value, if any, of the
DIP Lender’s Cash Collateral.

25.  As adequate protection for the use of Cash Collateral by the Debtor, and in

accordance with sections 361, 363(e), and 364(d) of the Bankruptcy Code, the DIP Lender is
11
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hereby granted (effective and perfected upon the date of this Interim Order and without the
necessity of execution by the Debtor of mortgages, security agreements, pledge agreements,
financing statements, or any other agreement), valid, perfected, post-petition security interests in
and replacement liens (the “Replacement Liens”) on all of the Collateral to secure an amount
equal to the aggregate diminution in the value or amount of the interests of the DIP Lender,
whether as a result of depreciation, use, sale, loss, decline in market price. Such replacement
liens shall rank pari passu with all other liens of the DIP Lender granted pursuant to the DIP
Loan Documents, subject only to those perfected and unavoidable liens set forth on Schedule
7.02(a) to the DIP Loan Agreement. Except as provided in this paragraph 25 and paragraph 27,
the Replacement Liens shall not, at any time prior to the full and complete satisfaction in cash of
any and all DIP Obligations in accordance with the terms of the DIP Loan Documents and this
Interim Order, be made subject or subordinated to, or made pari passu with any other lien,
security interest or claim existing as of the Petition Date or created under section 363 or 364(d)
of the Bankruptcy Code or otherwise except for those perfected and unavoidable liens set forth
on Schedule 7.02(a) to the DIP Loan Agreement.

Administrative Claim

26.  As further protection to the DIP Lender and to secure the repayment of the DIP
Obligations, all of the DIP Obligations shall have the status of allowed superpriority
administrative expense claims, in accordance with section 364(c)(1) of the Bankruptcy Code, and
shall have priority over all administrative expense claims and unsecured claims against the
Debtor, now existing or hereafter arising, of any kind or nature whatsoever, including, without
limitation, any adequate protection-related claims and any administrative expenses of the kinds
specified in or ordered pursuant to sections 105, 326, 328, 330, 331, 503(a), 507(a), 507(b),
546(c), 726 and 1114 of the Bankruptcy Code to the extent permitted by applicable law.

27.  Notwithstanding the foregoing provisions of this Interim Order, the following
amounts shall be payable from and chargeable against the Collateral (and prior to the DIP

Lender’s Liens) (the “Carve-Out”):
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(i) fees payable to the United States Trustee pursuant to 28 U.S.C.
§1930(a)(6) (the “UST Fees™); and
(ii) fees and expenses of attorneys, accountants, and other professionals

retained in the Chapter 11 Case pursuant to sections 327 and 1103 of the Bankruptcy Code
(except to the extent such fees and expenses incurred for services rendered in connection with
the prosecution of actions, claims or causes of action against the DIP Lender or in improperly
preventing or hindering or unreasonably delaying, whether directly or indirectly, the DIP
Lender’s assertion or enforcement of the DIP Lender’s Liens or realization upon the Collateral)
(the “Priority Professional Expenses™) to the extent allowed or later allowed by the Court, but the
amount entitled to priority under this sub-clause shall not exceed the amount provided for in the
Budget prior to an event of defauit plus $100,000 (the “Carve-Out Amount”). Nothing contained
herein shall be construed as consent to the allowance of any fees and expenses referred to above
and shall not affect any right of the DIP Lender to object to the reasonableness of such amounts.
Moreover, so long as no event of default has occurred, the Debtor shall be permitted to provide
funds allocated to the payment of the Debtor’s legal fees (in the amounts set forth in the Budget)
to the Debtor’s attorneys to be held in escrow pending Court approval and allowance of the
Debtor’s attorneys’ fees pursuant to properly filed fee applications.

28.  The Debtor shall not be permitted under any circumstance to pay, from the Carve-
Out Amount or otherwise, any fees or expenses incurred by any party, including the Debtor or
any creditors® committee, in connection with the filing and prosecution or defense of any claims,
causes of action, adversary proceedings or other litigation against the DIP Lender, including,
without limitation, challenging the amount, validity, priority or enforceability of, or asserting any
defense, counterclaim, or offset to, the DIP Obligations or the DIP Lender’s Liens in respect
thereof.

29.  No other liens shall have priority superior to or pari passu with that granted by
this Interim Order to the DIP Lender, or shall be granted while any portion of the DIP

Obligations under the DIP Loan Agreement remains outstanding, absent the express written
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consent of the DIP Lender.

30.  Notwithstanding the provisions of section 362 of the Bankruptcy Code and
without any further order of, or application or motion to, this Court, in the event of the
occurrence of an Event of Default, and at all times thereafter, and without any restriction or
restraint by any stay under section 362 of the Bankruptcy Code against the enforcement of the
liens and security interests or any other rights granted pursuant to the DIP Loan Agreement, the
DIP Lender may, by written notice to the Debtor, (i) terminate forthwith all or any portion of the
DIP Financing and the DIP Lender’s obligations to make any further loans or advances, (ii)
declare the DIP Obligations to be immediately due and payable, and (iii) take any and all actions
and exercise any and all rights and remedies allowed under the DIP Loan Agreement, which the
DIP Lender may deem appropriate. Notwithstanding the foregoing, but without limiting any of
the DIP Lender’s rights or remedies, the DIP Lender shall not consummate foreclosure on the
Collateral or otherwise seize control of assets of the Debtor’s Estate absent five (5) Business
Days’ prior written notice of an Event of Default to the Debtor, any official committee appointed
in this Chapter 11 Case and the Office of the United States Trustee.

31.  Upon entry of the Final Order, neither the Collateral nor the DIP Lender shall be
subject to surcharge, pursuant to sections 506(c) or 105 of the Bankruptcy Code or otherwise, by
the Debtor or any other party in interest, untii all DIP Obligations are indefeasibly paid in full to
the DIP Lender in cash, and no such consent shall be implied from any other action, inaction, or
acquiescence by the DIP Lender in the Chapter 11 Case, including but not limited to funding of
the Debtor’s ongoing operations by the DIP Lender. In no event shall the DIP Lender be subject
to the equitable doctrine of “marshalling” or any similar doctrine with respect to the Collateral.

EXISTING CREDIT FACILITIES

32. The extent, validity, perfection and enforceability of the Prepetition Note
Obligations and the Existing Lender’s liens upon and security interests in the prepetition
collateral securing the Prepetition Note Obligations are for all purposes subject only to the rights

of the Debtor and any committec that may be appointed in the Chapter 11 Case or any other
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party in interest with the requisite standing, for a period of 60 days commencing on the date
hereof, to file a complaint pursuant Bankruptcy Rule 7001, secking to avoid the Prepetition Note
Obligations or the Existing Lender’s liens upon and security interests in the prepetition collateral
pursuant to Sections 544, 547 or 548 of the Bankruptcy Code. If such complaint is not timely
filed within such 60-day period set forth above, the Prepetition Note Obligations and the Existing
Lender’s security interests in and liens upon the prepetition collateral shall be recognized and
allowable as valid, binding, in full force and effect, not subject to any claims, counterclaims,
setoff or defenses, perfected and senior to all other liens upon and claims against the prepetition
collateral with respect all parties in the Chapter 11 Case except as provided in this Interim Order.
33. Subject to the entry of the Final Order, the Debtor’s use of the proceeds of the
DIP Financing to repay all amounts outstanding under the Prepetition Note Obligations, whether

for principal, interest or fees, is hereby expressly approved.

MISCELLANEOUS PROVISIONS

34.  As more fully set forth in Section 9.06 of the DIP Loan Agreement, the Debtor
shall hold the DIP Lender and its shareholders, officers, directors, employees and agents (each,
an “Indemnified Party”) harmless from and indemnify any Indemnified Party, on an after-Tax
basis, against all claims, liabilities, losses, damages, costs and expenses of any kind which may
be imposed on, incurred by or asserted against such Indemnified Party (collectively, the
“Indemnified Liabilities”) relating to or arising out of this Interim Order, the DIP Loan
Agreement, the Note, any other DIP Loan Document or any transaction contemplated hereby or
thereby, or any amendment, supplement or modification of, or any waiver or consent under or in
respect of, the DIP Loan Agreement, the Note, any other DIP Loan Document or any transaction
contemplated hereby or thereby.

35,  Nothing in this Interim Order, the DIP Facility, or any other documents related to
these transactions shall in any way be construed or interpreted to impose or allow the imposition
upon the DIP Lender any liability for any claims arising from the pre-petition or post-petition

activities of the Debtor in the operation of its business, or in connection with its restructuring
15

SF1:777273
RLF1 3505823v.1




efforts. So long as the DIP Lender complies with its obligations, if any, under applicable law
(including the Bankruptcy Code), (i} the DIP Lender shall not, in any way or manner, be liable or
responsible for (A) the safekeeping of the Collateral, (B) any loss or damage thereto occurring or
arising in any manner or fashion from any cause, (C) any diminution in the value thereof, or (D)
any act or default of any carrier, servicer, bailee, custodian, forwarding agency or other person,
and (ii) all risk of loss, damage or destruction of the Collateral shall be borne by the Debtor.

36. The DIP Lender is hereby relicved of the requirement to file proofs of claim in the
Chapter 11 Case with respect to any DIP Obligations and any other claims or liens granted
hereunder or created hereby.

37. The DIP Lender’s Liens, security interests, administrative priorities and other
rights and remedies granted to the DIP Lender by the provisions of this Interim Order and any
actions taken pursuant hereto, as well as the Debtor’s obligations to allow access to the DIP
Lender’s representatives, provide information and otherwise comply with its undertakings and
agreements set forth in the DIP Loan Agreement and this Interim Order, shall continue beyond
and survive the expiration of this Interim Order, and, to the extent permitted by applicable law,
shall not be modified, altered or impaired in any manner by (a) any other financing or exiension
of credit or incurrence of indebtedness by the Debtor under section 364 of the Bankruptcy Code
or otherwise (except as contemplated by the DIP Loan Agreement), (b) the entry of an order or
orders confirming any plan or plans of reorganization in the Chapter 11 Case, or (c) the entry of
an order converting the Chapter 11 Case to a case under chapter 7 of the Bankrupicy Code or
dismissing the Chapter 11 Case.

38. The terms and provisions of this Interim Order and the DIP Loan Agreement, and
the DIP Lender’s Liens and security interests granted to the DIP Lender and the superpriority
status of the administrative claims and payment provisions contained in this Interim Order and
the DIP Loan Agreement shall continue in full force and effect until the DIP Obligations are
indefeasibly paid in full in cash, and DIP Loan Agreement is terminated.

39.  The Debtor shall not seek entry of an order providing for the sale of the Collateral
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under section 363 of the Bankruptcy Code unless either: (i) all DIP Obligations shall have been
paid indefeasibly in full in cash and completely satisfied as part of such transaction; or (ii) the
DIP Lender expressly consents to said transaction,

40.  To the extent of any conflict between or among the express terms or provisions of
any of the DIP Loan Agreement, the Motion, any other order of this Court, or any other
agreements and the terms and provisions of this Interim Order, unless such term or provisions
herein is phrased in terms of “as defined in” or “as described in,” the terms and provisions of this
Interim Order shall govern.

41,  This Interim Order and DIP Loan Agreement shall be valid, binding and
enforceable by the DIP Lender against the Debtor, its successors and assigns, including, without
limitation, any chapter 11 or chapter 7 trustee appointed as a representative of the Debtor’s
Estate; provided, however, that the DIP Lender shall have no obligation to extend any financing
to any such chapter 11 or chapter 7 trustee or similar person.

42. The Debtor is authorized and directed to maintain its cash management system in
a manner consistent with the DIP Loan Agreement and any order of the Court with respect to the
same.

43.  If any provision of this Interim Order is hereafter modified, vacated, reversed or
stayed by subsequent order of this or any other court for any reason, such modification, vacation,
reversal or stay shall not affect the validity and priority of any of the DIP Obligations incurred
under this Interim Order and the DIP Loan Agreement, and prior to the effective date of any such
modification, vacation, reversal or stay, the validity, enforceability or priority of the DIP
Obligations shall be governed in all respects by the original provisions of this Interim Order, and
the DIP Lender shall be entitled to all the rights, privileges and benefits granted herein. The
transactions contemplated by the DIP Financing have been entered into by the DIP Lender in
good faith, and, as a result, the DIP Lender is entitled to the protections afforded by Section
364(¢) of the Bankruptcy Code in the event of any reversal or modification of this Interim Order.

44.  The security interests and DIP Lender’s Liens granted to or for the benefit of the
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DIP Lender hereunder and the rights of the DIP Lender pursuant to this Interim Order shall not
be altered, modified, extended, impaired or affected by any plan of reorganization or other order
of the Debtor and shall continue after confirmation and consummation of any plan until the DIP
Obligations are indefeasibly paid in full.

45.  This Interim Order shall not be construed in any way as a waiver or
relinquishment of any rights that the DIP Lender may have to bring or be heard on any matter
brought before this Court.

46,  This Court shall retain jurisdiction to hear and determine all matters arising from
the implementation of this Interim Order.

47.  The Final Hearing on the Motion and DIP Loan Agreement shall be heard before
this Court on | ], 2009 at  .m.in Courtroom ___ at 824 North Market Street,
Wilmington, Delaware, 19801. Any party-in-interest objecting to the relief sought in the Final
Order shall file with the Court (with a courtesy copy to chambers) its written objection and serve

such objection (so as to be received) no later than [ ] by 4:00 p.m. local time

(the “Objections Deadline™), on (i) counsel to the Debtor, Richards Layton & Finger, P.A,, One
Rodney Square, 920 North King Street, Wilmington, Delaware, Attn: Mark D. Collins, Esq., and
Christopher Samis, Esq., (ii) counsel to the DIP Lender, O’Melveny & Myers, LLP, 2760 Sand
Hill Road, Menlo Park, CA 94025, Attn: Sam Zucker; and (iii) the United States Trustee for the
District of Delaware, 844 King Street, Suite 2313, Wilmington Delaware 19801, Afin: | ].
The Debtor shall mail copies of this Interim Order and notice of the Final Hearing (including the
Objections Deadline) to counsel for the DIP Lender, the United States Trustee and any counsel

chosen to represent any official committee appointed in the Chapter 11 Case.
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48.  Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014 of the Bankruptcy Rules
or any other Bankruptcy Rule or Rule 62(a) of the Federal Rules of Civil Procedure, this Interim
Order shall be immediately effective and enforceable upon its entry and there shall be no stay of

execution or effectiveness of this Interim Order.

Dated: , 2009

United States Bankruptcy Court Judge
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EXHIBIT B-2
FINAL BORROWING ORDER

See attached.

B-2-1 Final Borrowing Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: }  Chapter 11
)

deCODE genetics, Inc.! )  Case No. 09- )
)
) Re: Docket No. [__]

Debtor.

FINAL ORDER (A) AUTHORIZING DEBTOR TO OBTAIN POSTPETITION
FINANCING AND TO GRANT SECURITY INTERESTS AND SUPERPRIORITY
ADMINISTRATIVE EXPENSE STATUS PURSUANT TO 11 U.S.C. §§ 105, 364(C) AND
364(D); (B) AUTHORIZING DEBTOR TO USE CASH COLLATERAL;

(C) MODIFYING THE AUTOMATIC STAY PURSUANT TO 11 U.S.C. § 362; AND (D)
GRANTING ADEQUATE PROTECTION PURSUANT TO 11 U.S.C. §§ 361 AND 363

Upon Debtor’s Motion for Order (a) Authorizing Debtor to Obtain Interim Postpetition
Financing and to Grant Security Interests and Superpriority Administrative Expense Status
Pursuant to 11 U.S.C. §§ 105, 364(c) and 364(d); (b) Authorizing Debtor to Use Cash Collateral,
(¢c) Modifying the Automatic Stay Pursuant to 11 U.S.C. §362; (d) Granting Adequate
Protection Pursuant to 11 U.S.C. §§ 361 and 363, and (e} Scheduling a Final Hearing Pursuant to
Bankruptcy Rule 4001 (the “Motion”)* dated | |, 2009, filed by deCODE genetics,
Inc., as debtor and debtor-in-possession (the “Debtor”) in the above-captioned chapter 11 case

(the “Chapter 11 Case™) seeking to, infer alia:

() obtain authorization for the Debtor to obtain a senior secured superpriority
term loan in an aggregate amount of $11,117,928 (the “DIP Financing”) from
Saga Investments, LLC (the “DIP Lender”) substantially on the terms and
conditions set forth in the Debtor-in-Possession Loan Agreement (as amended,
supplemented, or otherwise modified and in effect from time to time, the “DIP
Loan Agreement”, and together with any and all other related documents and
agreements entered into in connection with or related to the DIP Financing, the
“DIP Documents”);

(ii)  obtain authorization of the roll-up of the Prepetition Note Obligations into
DIP Obligations upon entry of this Final Order;

' The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704).

? Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed thereto
in the Motion.
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(iii)  obtain authorization for the Debtor to enter into the DIP Loan Agreement
and DIP Documents and to perform such other and further acts as may be
necessary or appropriate in connection with the DIP Documents;

(iv)  grant the DIP Lender superpriority administrative claim status pursuant to
section 364(c)(1) of the Bankruptcy Code in respect of all DIP Obligations; and

(v) obtain authorization for the Debtor (i} to use Cash Collateral and (ii) to

provide adequate protection to the DIP Lender in the form of replacement liens
and superpriority administrative claim status.

The Interim Hearing having been held on { |, 2009, the Interim Order having
been ¢ntered, pursuant to which the Debtor was authorized to obtain secured credit on an interim
basis in the amount of $3,600,000, and the Final Hearing having been held on | I, 2009,
upon all of the pleadings filed with the Court and upon the record of the Interim Hearing and the
record of the Final Hearing, and after due deliberation and consideration and sufficient cause
appearing therefor;

THE COURT HEREBY MAKES THE FOLLOWING FINDINGS OF FACTS AND
CONCLUSIONS OF LAW:?

A. Petition. On November 16, 2009 (the “Petition Date™), the Debtor filed a
voluntary petition for relief under chapter 11 of the Bankruptcy Code, creating the Debtor’s
bankruptey estate (the “Estate”). The Debtor continues to operate its business and manage its
assets as a debtor in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.

B. Jurisdiction and Venue. This Court has jurisdiction over these proceedings and

the parties and property affected hereby pursuant to 28 U.S.C. §§ 157 and 1334 and this is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2). Venue is proper in this Court pursuant to
28 U.S.C. §§ 1408 and 1409. The statutory bases for the relief requested herein are Bankruptey
Code sections 105, 361, 362, 363, 364(c), and 364(d), and Bankruptcy Rules 2002 and 4001 and
Local Rule 2015-2.

* Findings of fact shall be construed as conclusions of law, and conclusions of law shall be construed as
findings of fact pursuant to Fed. R. Bankr. P. 7052. Any statements of the Court from the bench at the Interim
Hearing and the Final Hearing shall constitute additional findings of fact and conclusions of law as appropriate and
are expressly incorporated by reference into this Final Order to the extent not inconsistent herewith.
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C. Necessity _of Financing. The Debtor submits that the proposed financing

pursuant to the DIP Loan Agreement and the use of Cash Collateral will allow it to continue the
operations of its business and administer, preserve and increase the value of its Esiate. The
ability of the Debtor to finance its operations requires the availability of additional working
capital and the use of Cash Collateral, the absence of which would immediately and irreparably
harm the Debtor, its Estate and its creditors and the possibility for the Debtor’s successful
reorganization. Entry of this Final Order approving the DIP Financing and the use of Cash
Collateral will benefit the Debtor and its Estate and creditors.

D. Willingness to Lend. The DIP Lender is willing to make the DIP Financing

available and to make the loans and advances thereunder pursuant to the terms of the DIP Loan
Agreement, only upon the condition that the DIP Lender is granted with respect to the
Obligations as provided herein and in the DIP Loan Agreement, (i} pursuant to section 364(c)(1)
of the Bankruptcy Code, a superpriority administrative expense claim in the Chapter 11 Case and
(ii) liens on and security interests in the Collateral, pursvant to sections 364(c)(2) and 364(d)(1)
of the Bankruptcy Code in the priority set forth herein and in the DIP Loan Agreement (the “DIP
Lender’s Liens™), subject only to those perfected and unavoidable liens set forth on Schedule
7.02(a) to the DIP Loan Agreement.

E. No Credit Available on Other Terms. The Debtor is unable to obtain unsecured

credit allowable under section 503(b)(1) of the Bankruptcy Code or pursuant to sections 364(a)
and 364(b) of the Bankruptcy Code.

F. Business Judgment and Good Faith. The terms of the DIP Financing (including

the DIP Loan Documents) and the use of Cash Collateral are fair, just, and reasonable under the
circumstances, are appropriate for secured financing to a debtor in possession, reflect the
Debtor’s exercise of its prudent business judgment consistent with its fiduciary duties, and are
supported by reasonably equivalent value and fair consideration. The terms of the DIP
Financing have been negotiated in good faith and at arms’ length by and between the parties,

with all parties represented by counsel. Any credit extended under the terms of the DIP
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Financing shall be extended in good faith by the DIP Lender as that term is used in section
364(e) of the Bankruptcy Code. The DIP Lender has acted in good faith within the meaning of
section 364(c) of the Bankruptcy Code in closing the transactions contemplated in the DIP Loan
Agreement. The DIP Lender is not an “insider” or “affiliate” of the Debtor (as such terms are
defined in the Bankruptcy Code).

G. No Representations or Reliance. The Debtor stipulates that the DIP Lender and

the Indemnified Parties (as defined below) have made no representations, offered no opinions,
and have taken no positions, either individually or collectively, regarding the value of any
portion of the Collateral, and, in determining the value of the Collateral, the Debtor has not relied
upon any representation, opinion or position of the DIP Lender in regard thereto.

H. Property of the Estate. Each item of the Collateral constitutes property of the

Estate of the Debtor.

L Good Cause. The DIP Financing and relief requested in the Motion are
necessary, essential, appropriate and in the best interest of the Debtor, its creditors, and its Estate,
as its implementation will, among other effects, provide the Debtor with the necessary liquidity
(a) to minimize disruption to Debtor’s business and on-going operations, (b) to preserve and
maximize the value of the Estate for the benefit of all creditors of the Debtor, and (c) to avoid
immediate irreparable harm to the Debtor, its creditors, its business, its employees, and its assets.

J. Notice. Pursuant to Bankruptcy Rule 4001(c), notice by facsimile of the Interim
Hearing has been given to (i) the Office of the United States Trustee, (ii) counsel for the DIP
Lender, (iii) the Internal Revenue Service, (iv) the Securities and Exchange Commission, (v) the
Debtor’s list of top 20 unsecured creditors, and (vi) all known holders of liens, encumbrances, or
security interests in the Collateral. Based on the record made by the Debtor, the Court finds that
appropriate notice of the Interim Hearing has been given.

Based on the foregoing,
IT IS HERERY ORDERED, ADJUDGED AND DECREED, that:

1. The Motion is granted in accordance with the terms of this Final Order. The

SF1:777273 4
RLFI 3505823v.1




Debtor is immediately authorized and, pursuant to the terms of this Final Order and the terms
and conditions of the DIP Loan Agreement, empowered to borrow funds under the DIP
Financing in such amount or amounts as may be available to or for the benefit of the Debtor from
the DIP Lender, which shall not exceed the aggregate amount of $11,117,928 for the purposes
permitted under the DIP Loan Agreement and this Final Order.

2, Any objections to the Motion with respect to entry of this Final Order that have
not been withdrawn, waived or settled, and all reservations of rights included therein, are hereby
denied and overruled.

3. Except as set forth in this Final Order, the terms and conditions of the DIP Loan
Agreement are hereby approved in all respects. All provisions in the DIP Loan Agreement are
binding and enforceable in full even if not expressly referenced in this Final Order. The Debtor
and the DIP Lender with respect to the DIP Loan Agreement may finalize, amend, modify,
supplement or waive any provision of the DIP Loan Agreement if such amendment,
modification, supplement or waiver is permitted under the terms of the DIP Loan Agreement and
is not material (in the good faith judgment of the DIP Lender and the Debtor) without any need
to apply to, or receive further approval from, the Court.

4. The Debtor is hereby authorized to (a) do and perform all acts and to make,
execute, and deliver all instruments and documents which may be requisite or necessary for the
performance by the Debtor under the DIP Loan Agreement, and (b) pay all principal, interest,
reasonable fees and other expenses which may be required or necessary for the Debtor to
perform all of its Obligations under this Final Order and the DIP Loan Agreement (collectively,
the “DIP Obligations™). Each officer of the Debtor, and each such other individual as may be so
authorized by the Board of Directors of the Debtor, acting singly, is hereby authorized to execute
and deliver any and all of the DIP Loan Agreement and related documents, such execution and
delivery to be conclusive of their respective authority to act in the name and on behalf of the
Debtor.

5. The Debtor is hereby authorized and directed to pay the fees as they come due
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under the DIP Loan Agreement to the DIP Lender without further order of this Court, including
without limitation, all out-of-pocket costs and expenses of the DIP Lender (including attorney’s
fees and expenses) as provided for under the DIP Loan Agreement, in each case, in accordance
with the Budget; provided that all such fees in excess of the amounts provided in the Budget, if
any, shall be paid no later than the carliest of (i) the Maturity Date, (ii) the date that the DIP
Obligations are paid in full, and (iii) acceleration of the DIP Obligations pursuant to Article 8 of
the DIP Loan Agreement.

6. In providing for the advancement of post-petition financing under the DIP Loan
Agreement, each of the Debtor and the DIP Lender acknowledges, stipulates and agrees that, in
entering the DIP Loan Agreement, and as consideration therefor, the Debtor has obtained all
authorizations, consents and approvals necessary from, and have made all filings with and given
all notices (if any such notice was required) to, all federal, state and local governmental agencies,
authorities and instromentalities required to be obtained, made or given by the Debtor in
connection with the execution, delivery, performance, validity and enforceability of the DIP
Loan Agreement to which the Debtor is party.

7. Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way prime or otherwise adversely affect the DIP Lender’s Liens granted under
this Final Order by offering a subsequent lender or a party-in-interest a superior or pari passu
lien or claim pursuant to sections 364(d) or 507(b) of the Bankruptcy Code or otherwise.

8. Until such time as all DIP Obligations are indefeasibly paid in full in cash and the
commitments thereunder are terminated in accordance with the DIP Loan Agreement, the Debtor
shall not in any way grant junior encumbrances on the Collateral upon which the DIP Lender
possesses liens provided to them under this Final Order other than the liens permitted under
Section 7.02 of the DIP Loan Agreement, provided that such liens shall be subordinated in
priority and in right of payment to the DIP Obligations; and further, the Debtor agrees that the

Debtor shall not otherwise encumber otherwise unencumbered assets.
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COLLATERAL SECURITY

9. Pursuant to sections 364(c)}2) and 364(d)(1) of the Bankruptcy Code, and as
protection to the DIP Lender and to secure the repayment of the DIP Obligations, the DIP
Lender, shall have and its hereby granted a valid, binding, and enforceable perfected security
interest in and to and lien on all the Collateral, whether now owned or hereafter acquired, now
existing or hereafter created and wherever located; provided that the Collateral shall not include
avoidance actions of the Debtor or the proceeds thereof.

10.  The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code
shall be valid, binding, and enforceable first priority perfected security interests in and to and
liens on all of the Collateral, whether now owned or hereafter acquired, now existing or hereafter
created and wherever located, with priority over any and all other liens that may be secured by
the Collateral except for those perfected and unavoidable liens set forth on Schedule 7.02(a) to
the DIP Loan Agreement.

11. The DIP Lender’s Liens pursuant to section 364(d)(1) of the Bankruptcy Code
shall be valid, binding, and enforceable first priority perfected security interests in and to and
liens on all of the Debtor’s right, title and interest in, to and under all the Collateral, subject only
to those perfected and unavoidable liens set forth on Schedule 7.02(a) to the DIP Loan
Agreement.

12, Except as set forth herein, the DIP Lender’s Liens under this Final Order and the
DIP Loan Agreement shall continue to be at all times first and senior in priority to all other liens,
encumbrances or security interests of every kind and shall not be subordinate or pari passu with
any other lien, encumbrance or security interest or right of setoff, including liens in respect of the
Prepetition Note Obligations, and no lien, encumbrance or security interest shall be permitted
which shall be senior to or pari passu with the DIP Lender’s Lien granted hereunder or under the
DIP Loan Agreement.

13. Saga Investments, LLC, in its capacity as lender under the Prepetition Note (the

“Existing Lender”), consents to priming lien granted to the DIP Lender herein in respect of the

SF1:777273 7
RLFI 3505823v.1




DIP Obligations; provided that, as adequate protection for the granting of the priming lien to the
DIP Lender, and in accordance with sections 361 and 364(d) of the Bankruptcy Code, the
Existing Lender is hereby granted (eftective and perfected upon the date of this Interim Order
and without the necessity of execution by the Debtor of mortgages, security agreements, pledge
agreements, financing statements, or any other agreement), valid, perfected, post-petition
security interests in and replacement liens (the “Existing Lender Replacement Liens”) on all of
the Collateral to secure an amount equal to the aggregate diminution in the value or amount of
the interests of the Existing Lender, whether as a result of depreciation, use, sale, loss, decline in
market price. Such replacement liens shall rank junior to the liens of the DIP Lender granted
pursuant to the DIP Loan Documents. Except as provided in this paragraph 13, the Existing
Lender Replacement Liens shall not, at any time prior to the full and complete satisfaction in
cash of any and all obligations under the Prepetition Note in accordance with their terms, be
made subject or subordinated to, or made pari passu with any other lien, security interest or
claim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy
Code or otherwise except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
to the DIP Loan Agreement. The Debtor acknowledges and stipulates that the Existing Lender is
entitled, pursuant to sections 361 and 364(d)(1) of the Bankruptcy Code, to adequate protection
of its security interest securing the Debtor’s obligations under the Prepetition Note, to the extent
of the aggregate diminution in value, if any, of the Existing Lender’s prepetition collateral.

14.  The DIP Lender’s Liens, as described above, and security interests granted to the
DIP Lender herein shall not (i) be subject to any lien or security interest that is avoided and
preserved for the benefit of the Debtor’s Estate as a result of any avoidance actions or (i) be
subordinated to or made pari passu with any other lien or security interest under section 364(d)
of the Bankruptcy Code or otherwise.

15. This Final Order shall be sufficient and conclusive evidence of the validity,
perfection, and priority of the DIP Lender’s Liens upon the Collateral, without the necessity of

filing or recording any financing statement or other instrument or document which may

SF1;777273 8
RLF |1 3505823v.1




otherwise be required under the law of any jurisdiction or the taking of any other action to
validate or perfect the DIP Lender’s Liens on and its security interests in the Collateral or to
entitle the DIP Lender to the priorities granted herein. The DIP Lender shall not be required to
file any financing statements, mortgages, notices of lien or similar instruments in any jurisdiction
or filing office, or to take any other action in ofder to perfect the DIP Lender’s Liens and security
interesis granted by or pursuant to this Final Order or the DIP Loan Agreement.

16. Pursuant to sections 364(c)(2) and 364(d)(1) of the Bankruptcy Code, any
provision of any lease or other license, contract or other agreement that requires the consent or
approval of one or more parties, or requires the payment of any fees or obligations to any
governmental entity, in order for the Debtor to pledge, grant, sell, or otherwise transfer any such
interest or the proceeds thereof or other Collateral, is and shall be deemed to be inconsistent with
the provisions of the Bankruptcy Code and shall have no force and effect with respect to the
transactions granting the DIP Lender a senior security interest in such interest or the proceeds of
any assignment and/or sale thereof by the Debtor in favor of the DIP Lender in accordance with
the terms of the DIP Loan Agreement.

17. Should the DIP Lender, in its sole discretion (but not as a requirement hereunder),
from time to time choose to file financing statements, mortgages, notices of lien or similar
instruments, take possession of any Collateral, or take any other action to validate or perfect any
such security interests or liens, the Debtor and its officers are hereby directed to execute any
such documents or instruments as the DIP Lender may reasonably request, and all such
documents and instruments shall be deemed to have been filed or recorded at the time and on the
date of the entry of this Final Order.

18. The DIP Lender may, in its discrction, file a copy of this Final Order as a
financing statement with any recording officer designated to file financing statements or with
any registry of deeds or similar office in any jurisdiction in which the Debtor have real or
personal property, and, in such event, the applicable filing or recording officer or registrar is

authorized to file or record such copy of this Final Order.
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19. The automatic stay imposed under section 362(a) of the Bankruptcy Code is
hereby lifted to grant the DIP Lender’s Liens and security interests to the DIP Lender
contemplated by the DIP Loan Agreement and this Final Order, and is further lifted to the extent
of the exercise by the DIP Lender of any rights or remedies under the DIP Loan Agreement,
subject only to the notice requirement set forth in paragraph 30 herein.

20. The DIP Lender reserves its rights to credit bid the DIP Obligations (pursuant to
section 363(k) of the Bankruptcy Code and/or applicable law), in whole or in part, in connection
with any sale or disposition of assets in the Chapter 11 Case. For the avoidance of doubt, the
sale or disposition of any or all of the assets of the Debtor pursuant to section 363 (or any other
applicable provision) of the Bankruptcy Code shall not, under the laws of any jurisdiction in
which any assets are located or to which any asset or creditor’s rights with respect to such assets
are or may be subject, result in the waiver of the deficiency claim, if any, of the DIP Lender
regardless of whether the DIP Lender credit bids its interest in respect of such sale or disposition.

Cash Collateral and Adequate Protection

21.  For purposes of this Final Order, the term “Cash Collateral” shall mean and
include all “cash collateral as defined in section 363 of the Bankruptcy Code, in which the DIP
Lender has a lien, security interest or other interest, whether existing on the Petition Date, ar_ising
pursuant to this Interim Order, or otherwise.

22 The Debtor requires the use of Cash Collateral to operate its businesses. Without
the use of Cash Collateral, the Debtor will not be able to meet its cash requirements for working
capital needs. The DIP Lender does not consent to the use of Cash Collateral except on the
terms and for the purposes specified herein.

23. Subject to the terms of this Final Order, the Debtor is authorized to use Cash
Collateral in which the DIP Lender may have an interest, in accordance with the terms,
conditions, and limitations set forth in the DIP Loan Documents. The Debtor is hereby
authorized to use Cash Collateral in any updated DIP Loan Apreement that is amended in

accordance with this Interim Order and the DIP Loan Documents without further approval by the
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Court. Any dispute in connection with the use of Cash Collateral in accordance with the DIP
Loan Documents and this Final Order shall be heard by the Court. Notwithstanding anything in
this Final Order to the contrary, the Debtor’s authority to use Cash Collateral shall automatically
terminate (subject to the provisions of paragraph 30 below or further Order of this Court) without
any further action by this Court or the DIP Lender, upon the earliest to occur of (the “Cash
Collateral Termination Date’): (a) the date on which an Event of Default shall have occurred
under the DIP Loan Documents; and (b) such earlier date on which the DIP Obligations shall
become due and payable in accordance with the terms of this Final Order and/or the DIP Loan
Documents.

24, The Debtor acknowledges and stipulates that the DIP Lender is entitled, pursuant
to sections 361, 363(e) and 364(d)(1) of the Bankruptcy Code, to adequate protection of its
interest in the Cash Collateral, to the extent of the aggregate diminution in value, if any, of the
DIP Lender’s Cash Collateral.

25. As adequate protection for the use of Cash Collateral by the Debtor, and in
accordance with sections 361, 363(e), and 364(d) of the Bankruptcy Code, the DIP Lender is
hereby granted (effective and perfected upon the date of this Final Order and without the
necessity of execution by the Debtor of mortgages, security agreements, pledge agreements,
financing statements, or any other agreement), valid, perfected, post-petition security interests in
and replacement liens (the “Replacement Liens™) on all of the Collateral to secure an amount
equal to the aggregate diminution in the value or amount of the interests of the DIP Lender,
whether as a result of depreciation, use, sale, loss, decline in market price. Such replacement
liens shall rank pari passu with all other liens of the DIP Lender granted pursuant to the DIP
Loan Documents. Except as provided in this paragraph 25 and paragraph 27, the Replacement
Liens shall not, at any time prior to the full and complete satisfaction in cash of any and all DIP
Obligations in accordance with the terms of the DIP Loan Documents and this Interim Order, be
made subject or subordinated to, or made pari passu with any other lien, security interest or

claim existing as of the Petition Date or created under section 363 or 364(d) of the Bankruptcy
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Code or otherwise except for those perfected and unavoidable liens set forth on Schedule 7.02(a)
to the DIP Loan Agreement.

Administrative Claim

26.  As further protection to the DIP Lender and to secure the repayment of the DIP
Obligations, all of the DIP Obligations shall have the status of allowed superpriority
administrative expense claims, in accordance with section 364(c)(1) of the Bankruptcy Code, and
shall have priority over all administrative expense claims and unsec'ured claims against the
Debtor, now existing or hereafter arising, of any kind or nature whatsoever, including, without
limitation, any adequate protection-related claims and any administrative expenses of the kinds
specified in or ordered pursuant to sections 105, 326, 328, 330, 331, 503(a), 506(c), 507(a),
507(b), 546(c), 726 and 1114 of the Bankruptcy Code to the extent permitted by applicable law.

27.  Notwithstanding the foregoing provisions of this Final Order, the following
amounts shall be payable from and chargeable against the Collateral (and prior to the DIP
Lender’s Liens) (the “Carve-Out™):

(i} fees payable to the United States Trustee pursuant to 28 U.S.C. §1930(a)(6) (the
“UST Fees”); and

(i1} fees and expenses of attorneys, accountants, and other professionals retained in
the Chapter 11 Case pursuant to sections 327 and 1103 of the Bankruptcy Code (except to the
extent such fees and expenses incurred for services rendered in connection with the prosecution
of actions, claims or causes of action against the DIP Lender or in improperly preventing or
hindering or unreasonably delaying, whether directly or indirectly, the DIP Lender’s assertion or
enforcement of the DIP Lender’s Liens or realization upon the Collateral) (the “Priority
Professional Expenses”) to the extent allowed or later allowed by the Court, but the amount
entitled to priority under this sub-clause shall not exceed the amount provided for in the Budget
prior to an event of default plus $100,000 (the “Carve-Out Amount™). Nothing contained herein
shall be construed as consent to the allowance of any fees and expenses referred to above and

shall not affect any right of the DIP Lender to object to the reasonableness of such amounts.
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Moreover, so long as no event of default has occurred, the Debtor shall be permitted to provide
funds allocated to the payment of the Debtor’s legal fees (in the amounts set forth in the Budget)
to the Debtor’s attorneys to be held in escrow pending Court approval and allowance of the
Debtor’s attorneys’ fees pursuant to properly filed fee applications.

28.  The Debtor shall not be permitted under any circumstance to pay, from the Carve-
Out Amount or otherwise, any fees or expenses incurred by any party, including the Debtor or
any creditors’ committee, in connection with the filing and prosecution or defense of any claims,
causes of action, adversary proceedings or other litigation against the DIP Lender, including,
without limitation, challenging the amount, validity, priority or enforceability of, or asserting any
defense, counterclaim, or offset to, the DIP Obligations or the DIP Lender’s Liens in respect
thereof.

29,  No other liens shall have priority superior to or pari passu with that granted by
this Final Order to the DIP Lender, or shall be granted while any portion of the DIP Obligations
under the DIP Loan Agreement remains outstanding, absent the express written consent of the
DIP Lender.

30.  Notwithstanding the provisions of section 362 of the Bankruptcy Code and
without any further order of, or application or motion to, this Court, in the event of the
occurrence of an Event of Default, and at all times thereafter, and without any restriction or
restraint by any stay under section 362 of the Bankruptcy Code against the enforcement of the
liens and security interests or any other rights granted pursuant to the DIP Loan Agreement, the
DIP Lender may, by written notice to the Debtor, (i) terminate forthwith all or any portion of the
DIP Financing and the DIP Lender’s obligations to make any further loans or advances, (ii)
declare the DIP Obligations to be immediately due and payable, and (iii) take any and all actions
and exercise any and ail rights and remedies allowed under the DIP Loan Agreement, which the
DIP Lender may deem appropriate. Notwithstanding the foregoing, but without limiting any of
the DIP Lender’s rights or remedies, the DIP Lender shall not consummate foreclosure on the

Collateral or otherwise seize control of assets of the Debtor’s Estate absent five (5) Business
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Days’ prior written notice of an Event of Default to the Debtor, any official committee appointed
in this Chapter 11 Case and the Office of the United States Trustee.

31.  Upon entry of this Final Order, neither the Collateral nor the DIP Lender shall be
subject to surcharge, pursuant to sections 506(c) or 105 of the Bankruptcy Code or otherwise, by
the Debtor or any other party in interest, until all DIP Obligations are indefeasibly paid in full to
the DIP Lender in cash, and no such consent shall be implied from any other action, inaction, or
acquiescence by the DIP Lender in the Chapter 11 Case, including but not limited to funding of
the Debtor’s ongoing operations by the DIP Lender. In no event shall the DIP Lender be subject
to the equitable doctrine of “marshalling” or any similar doctrine with respect to the Collateral.

EXISTING CREDIT FACILITIES

32. The extent, %falidity, perfection and enforceability of the Prepetition Note
Obligations and the Existing Lender’s liens upon and security interests in the prepetition
collateral securing the Prepetition Note Obligations are for all purposes subject only to the rights
of the Debtor and any committee that may be appointed in the Chapter 11 Case or any other
party in interest with the requisite standing, for a period of 60 days commencing on the date of
the entry of the Interim Order, to file a complaint pursuant Bankruptcy Rule 7001, secking to
avoid the Prepetition Note Obligations or the Existing Lender’s liens upon and security interests
in the prepetition collateral pursuant to Sections 544, 547 or 548 of the Bankruptcy Code. If
such complaint is not timely filed within such 60-day period set forth above, the Prepetition Note
Obligations and the Existing Lender’s security interests in and liens upon the prepetition
collateral shall be recognized and allowable as valid, binding, in full force and effect, not subject
to any claims, counterclaims, setoff or defenses, perfected and senior to all other liens upon and
claims against the prepetition collateral with respect all parties in the Chapter 11 Case except as
provided in this Interim Order.

33.  The Debior’s use of the proceeds of the DIP Financing to repay all amounts
outstanding under the Prepetition Note Obligations, whether for principal, interest or fees, is

hereby expressly approved.
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MISCELLANEQUS PROVISIONS

34. The DIP Lender, and its participants, agents, officers, directors, affiliates,
employees, attorneys, professionals, trustees, representatives, successors, and assigns, shall be
forever released and discharged from any claims, rights, demands, damages, actions, causes of
action, costs, expenses, whether known or unknown, of or by any person or entity and each of its
participants, agents, officers, directors, affiliates, employees, attorneys, professionals, trustees,
representatives (including any Creditors’ Committee), successors, and assigns, arising from or
relating to the DIP Loan Agreement, the application of Collateral to the DIP Obligations, the
Existing Credit Facilities, or any claim or assertion of a right, interest, or claim in or to the
Collateral.

35. As more fully set forth in Section 9.06 of the DIP Loan Agreement, the Debtor
shall hold the DIP Lender and its sharcholders, officers, directors, employees and agents (each,
an “Indemnified Party””) harmless from and indemnify any Indemnified Party, on an after-Tax
basis, against all claims, liabilities, losses, damages, costs and expenses of any kind which may
be imposed on, incurred by or asserted against such Indemnified Party (collectively, the
“Indemnified Liabilities™) relating to or arising out of this Final Order, the DIP Loan Agreement,
the Note, any other DIP Loan Document or any transaction contemplated hereby or thereby, or
any amendment, supplement or modification of, or any waiver or consent under or in respect of,
the DIP Loan Agreement, the Note, any other DIP Loan Document or any transaction
contemplated hereby or thereby.

36.  Nothing in this Final Order, the DIP Facility, or any other documents related to
these transactions shall in any way be construed or interpreted to impose or allow the imposition
upon the DIP Lender any liability for any claims arising from the pre-petition or post-petition
activities of the Debtor in the operation of its business, or in connection with its restructuring
efforts. So long as the DIP Lender complies with its obligations, if any, under applicable law
(including the Bankruptcy Code), (i) the DIP Lender shall not, in any way or manner, be liable or

responsible for (A) the safekeeping of the Collateral, (B) any loss or damage thereto occurring or
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arising in any manner or fashion from any cause, (C) any diminution in the value thereof, or (D)
any act or default of any carrier, servicer, bailee, custodian, forwarding agency or other person,
and (ii) all risk of loss, damage or destruction of the Collateral shall be borne by the Debtor.

37.  The DIP Lender is hereby relieved of the requirement to file proofs of claim in the
Chapter 11 Case with respect to any DIP Obligations and any other claims or liens granted
hereunder or created hereby.

38. The DIP Lender’s Liens, security interests, administrative priorities and other
rights and remedies granted to the DIP Lender by the provisions of this Final Order and any
actions taken pursuvant hereto, as well as the Debtor’s obligations to allow access to the DIP
Lender’s representatives, provide information and otherwise comply with its undertakings and
agreements set forth in the DIP Loan Agreement and this Final Order, shall continue beyond and
survive the expiration of this Final Order, and, to the extent permitted by applicable law, shall
not be modified, altered or impaired in any manner by (a) any other financing or extension of
credit or incurrence of indebtedness by the Debtor under section 364 of the Bankruptcy Code or
otherwise (except as contemplated by the DIP Loan Agreement), (b) the entry of an order or
orders confirming any plan or plans of reorganization in the Chapter 11 Case, or (c) the entry of
an order converting the Chapter 11 Case to a case under chapter 7 of the Bankruptcy Code or
dismissing the Chapter 11 Case.

39,  The terms and provisions of this Final Order and the DIP Loan Agreement, and
the DIP Lender’s Liens and security interests granted to the DIP Lender and the superpriority
status of the administrative claims and payment provisions contained in this Final Order and the
DIP Loan Agreement shall continue in full force and effect until the DIP Obligations are
indefeasibly paid in full in cash, and DIP Loan Agreement is terminated.

40.  The Debtor shall not seek entry of an order providing for the sale of the Collateral
under section 363 of the Bankruptcy Code unless either: (i) all DIP Obligations shall have been
paid indefeasibly in full in cash and completely satisfied as part of such transaction; or (ii) the

DIP Lender expressly consents to said transaction.
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41, To the extent of any conflict between or among the express terms or provisions of
any of the DIP Loan Agreement, the Motion, any other order of this Court, or any other
agreements and the terms and provisions of this Final Order, unless such term or provisions
herein is phrased in terms of “as defined in” or “as described in,” the terms and provisions of this
Final Order shall govern.

42. This Final Order and DIP Loan Agreement shall be valid, binding and enforceable
by the DIP Lender against the Debtor, its successors and assigns, including, without limitation,
any chapter 11 or chapter 7 trustee appointed as a representative of the Debtor’s Estate; provided,
however, that the DIP Lender shall have no obligation to extend any financing to any such
chapter 11 or chapter 7 trustee or similar person.

43.  The Debtor is authorized and directed to maintain its cash management system in
a manner consistent with the DIP Loan Agreement and any order of the Court with respect to the
same.

44. If any provision of this Final Order is hereafter modified, vacated, reversed or
stayed by subsequent order of this or any other court for any reason, such modification, vacation,
reversal or stay shall not affect the validity and priority of any of the DIP Obligations incurred
under this Final Order and the DIP Loan Agreement, and prior to the effective date of any such
modification, vacation, reversal or stay, the validity, enforceability or priority of the DIP
Obligations shall be governed in all respects by the original provisions of this Final Order, and
the DIP Lender shall be entitled to all the rights, privileges and benefits granted herein. The
transactions contemplated by the DIP Financing have been entered into by the DIP Lender in
good faith, and, as a result, the DIP Lender is entitled to the protections afforded by Section
364(¢) of the Bankruptcy Code in the event of any reversal or modification of this F inal Order.

45.  The security interests and DIP Lender’s Liens granted to or for the benefit of the
DIP Lender hereunder and the rights of the DIP Lender pursuant to this Final Order shall not be
altered, modified, extended, impaired or affected by any plan of reorganization or other order of

the Debtor and shall continue after confirmation and consummation of any plan until the DIP
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Obligations are indefeasibly paid in full.

46. This Final Order shall not be construed in any way as a waiver or relinquishment
of any rights that the DIP Lender may have to bring or be heard on any matter brought before
this Court.

47. This Court shall retain jurisdiction to hear and determine all matters arising from
the implementation of this Final Order.

48.  Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014 of the Bankruptcy Rules
or any other Bankruptcy Rule or Rule 62(a) of the Federal Rules of Civil Procedure, this Final
Order shall be immediately effective and enforceable upon its entry and there shall be no stay of

execution or effectiveness of this Final Order.

Dated: , 2009

United States Bankruptcy Court Judge
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EXHIBIT C
[FORM OF COMPLIANCE CERTIFICATE]
COMPLIANCE CERTIFICATE
THE UNDERSIGNED HEREBY CERTIFY THAT:

(1) I am the duly elected chief financial officer of deCODE genetics, Inc., a
Delaware corporation (“Borrower™);

(2) I have reviewed the terms of that certain Debtor-in-Possession Loan
Agreement dated as of November [ ], 2009, as amended, supplemented or otherwise modified
to the date hereof (said Debtor-in-Possession Loan Agreement, as so amended, supplemented or
otherwise modified, being the “Loan Agreement”, the terms defined therein and not otherwise
defined in this Certificate being used in this Certificate as therein defined), by and between
Borrower and the Lender, and, and the terms of the other Loan Documents, and I have made, or
have caused to be made under my supervision, a review in reasonable detail of the transactions
and condition of Borrower and its Subsidiaries during the accounting period covered by the
attached financial statements;

3) The examination described in paragraph (2) above did not disclose, and 1
have no knowledge of, the existence of any condition or event which constitutes an Event of
Default or Potential Event of Default during or at the end of the accounting period covered by
the attached financial statements or as of the date of this Certificate[, except as set forth below].

[Set forth [below] [in a separate attachment to this Certificate] are all exceptions
to paragraph (3) above listing, in detail, the nature of the condition or event, the period during
which it has existed and the action which Borrower has taken, is taking, or proposes to take with
respect to cach such condition or event:

]; and

(4) [Except as set forth below,] neither Borrower nor any Guarantor has
changed, or intends, within the 120-day period commencing on the day hereof, to change, its
name, type of organization, jurisdiction of organization or location of its chief executive office:

C-1 Compliance Certificate
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The foregoing certifications and the financial statements delivered with this
Certificate in support hereof, are made and delivered this day of ,
pursuant to Section 7.01(a)(iii) of the Loan Agreement.

deCODE genetics, Inc.,
as Borrower

By:
Title:

C-2 Compliance Certificate
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EXHIBIT D
[FORM OF] NOTICE OF BORROWING

Pursuant to that certain Debtor-In-Possession Loan Agreement dated as of
November [ ], 2009 (said Debtor-in-Possession Loan Agreement, as amended, supplemented or
otherwise modified, being the “Loan Agreement”, the terms defined therein and not otherwise
defined herein being used herein as therein defined), entered into by and between deCODE
genetics, Inc., a Delaware corporation (“Borrower”), and Saga Investments, LLC, a Delaware
limited liability company (the “Lender™), this represents Borrower’s request to borrow as
follows:

1. Date of borrowing: ,

2. Amount of borrowing: $

3. Account: The proceeds of such Loans are to be deposited in Borrower’s
account at:

4. Certification: The undersigned chief executive officer of borrower hereby

certifies that:
(1) I am the duly elected and qualified Chief Executive Officer of Borrower.

(ii)  The representations and warranties contained in the Loan Agreement and
the other Loan Documents are true, correct and complete in all material respects on and as of the
Funding Date to the same extent as though made on and as of that date, except to the extent such
representations and warranties specifically relate to an earlier date, in which case such
representations and warranties shall have been true, correct and complete in all material respects
on and as of such earlier date; provided, that, if a representation and warranty is qualified as to
materiality, the materiality qualifier set forth above shall be disregarded with respect to such-
representation and warranty for purposes of this condition.

(iii)  No event has occurred and is continuing or would result from the
consummation of the borrowing contemplated hereby that would constitute an Event of Default
or a Potential Event of Default.

(iv)  No order, judgment or decree of any court (including, without limitation,
the Court), arbitrator or governmental authority shall purport to enjoin or restrain the Lender
from making the Loan.

V) Each of Borrower and its Subsidiaries have performed in all material
respects all agreements and satisfied all conditions which the Loan Agreement provides shall be
performed or satisfied by it on or before the date hereof.

(vi)  Tam not aware of any information contained in the Budget which is false
or misleading or of any omission of information which causes such Budget to be false or

SF1:777273 D-1 Notice of Borrowing
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misleading, and the proceeds of the Loan to be funded on the Funding Date promptly shall be
applied solely in accordance with, and for the purposes identified in, the Budget.

(vii)  The making of the part of the Loan requested on the Funding Date will not
violate Section 2.01(c)(A) of the Loan Agreement.

(viii) The full amount of the borrowing is necessary to fund the cash
disbursements set forth in the Budget for the period in which the Funding Date occurs.

[Signature page follows]
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IN WITNESS WHEREOF, the undersigned has executed this Notice of Borrowing as
Chief Executive Officer of Borrower as of the day of , 2009.

By:
Name;
Title: Chief Executive Officer
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EXHIBIT D

BUDGET
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deCODE Geneliex: DIF Hudget / 13 Week Cash Flow Furgeast

Starting on Jan 22, tha post-clasihg cash deficits

ble to the US tions are i lo
be funded from the procesd of tha 353 sele. {(See
the US Cash Flow Spreadsheet)

A
1 WEEK ENDED: o ™ 13 Weeks
¥ T 1Iony | a0 TZAZIG TZT12009 T B2 1372572009 /172010 72010 T3/2010 TIZ2010 172572010 I TTI2010 Total
Beginning cash belance [ 746,538 § 4,396,250 § 2,260,763 § 629,144 § 1,031,344 § 517,382 3 1,656,752 § 649,750 § 1,211,192 § £88,490 § 570,132 § (1,506,040) 5 (2266,405) 3§ 746,538
CASH RECEIPTS:
[celand 794,639 501247 373,712 - 393 693 424,250 - - 146,238 642,862 466,333 29,352 150,000 4,324,376
Financing/other - - 50,000 - - - - 60,000 - - - 50,000 - 170,000
Tatal cash receipts 5 794,689 § 901,247 § 423,712 § - 5 395693 § 424250 S B 60,000 $ 146238 § 642,862 § 466,333 § 89,352 § 150,000 S  4,494376
CASH DISBURSEMENTS:
Consolidated Payroll (469,559) (118,359 (496,767) {90,278) (469,55) (118.35%) (496,767) (50.278) (435,440) (118,359) (78.359) (496.767) (78.359) (5.557,210)
Iceland:
Foreign Vendors
Tllumina . (384,007) (245,097.0) - - - - - (200,000) - (200,000) (250,000) - (1.279,194)
Chemical & Consumable (40,000) (315,875) {80,000.0) (70,000) (70.000) (162.188) . (10,000) - (245,444) (184.589) (50,000 (10,000) (1,238,096)
Lab equipment, supplies etc. - (76.461) - - - (51,364) - - - (10,000) (43,523) - - (181,349)
IP/ Legal - (125,872) - - - (76,428) - - - (lo,000) (51,385) - - (263,685)
IT Services & Storage - (39,778) - - - (10,777) - - - - (25.474) - - (96,029)
Grant Subconrractors - (1,456,015) - - - (677,471) - - - (702,000) (270,000) - - (2,473,486)
Other Foreign AP (5,320) (121,354) - - (6,366) (107,405) - - - (13.500) (357,529) - - (611,473
Total Foreign Vendors s 45320) § (2,539,452) §  (325,097) 5 0,000) 3 (76366) § (1,085,633) § - 8 (16,0000 8§ (200,000) §  (348,944) 5 (1,1324%%) $  (300,000) § ([0,000) 5§ (6,143311)
Domestic Vendors
Facilities (16,800) (45,118) (1,130,203) (2,000) (2,000) (286,216) (510,235) (409,200 (2,500 (B7,597) (46,069) {4,000) (418,400.0) (2,960,438)
Laboratories (5.600) {7,771 (12,800) (1,600 (1,600) (51,038) - (54,400) (2,000) (18,558) (24,314) (3,200) (15,200.0) (246,081)
Other Operating Costs - (72,126) (4,604) (800 (200} (57.796} - (2,400 (L,000) (45,999) (38,55%) (1.600) (1.600.0) (227,278)
Legal (129,746) (80,000) - - (48,000) (16,000) - - (40,000} - (79,424) - - (393,170)
Travel (16,800) (5.781) (14.000) - - (16,056) - (16,800} - (10,964) (17,2003 - (28,000.0) (125,600)
Other Domestic AP (28,546) (101,588) (27,327) (3,600) (3.600) (113,782) - (15,600} (4,500 (56,871) (43,687) (7,200 (32.736.0) (439,037)
VAT paymients / recoivables 61,487 - (26,400} - (B0,000) 64,000 - (40,000) (80,0003 0,000 - {36,000) - (76,513)
Total Domestic Vendors $  (140005) §  (352,384) § (1,215334) S (B000) §  (136000) §  (476838) §  (510235) §  (538,400) §  (130,000) §  (140,088) 5  (249,247) % (72,000) 5  (499,936) 5§ (4,468,517)
DxUS (750) - (750) - (750) - - (750 - (750) - (750) - (4,500)
Ing (89313) (26,569) (17,384) (200) (126,979) (4,000) - 8,575 (3,300) (52,979) (1,082,500) (200) (5,000) ,420,199)
Total operating dishursements S (44547 § (036,769 5 (,055,331) 5 (168,478) §  (SIL,654) § (1,684880) 5 (LOO7002) §  (649,003) 5 (76E540) S (861420) S (2541605) §  (869,717) §  (593.295) S (15593737
Professional Fees - - - - - - - (159,356) - - - - (911,556) (1,110,100
Total bankruptcy related disbursements S ] - 5 - 8 - 8 - 5 ] - 5 {199,55) § -8 - 8 -8 - § (911356 5 (1,LILIIL)
Net Cash Flow 8 49,742 8 (2,135517) $ (LS3LE19) S  (16847B) S (415961) § (1,260,630) § (1,007.007) §  (783,559) §  (622,702) § (18,259) § (LO76272) S5 (780,365) 5 (1,354,351} 5 (1L,210,472)
DIP Funding - New Moncy 3,600,000 - - 572,678 - 2,300,000 - 1,350,000 - - - - - 7,822,678
DIP Funding - Bridge Refinancing - - - 3.177,322 - - - - - - - - - 3.177.322
Total DIP Funding 3,600,000 - . 3,750,000 B 2,300,000 - 1,350,000 - - - - - 11,000,000
Ending cash balance $ 4395280 5 2,260,763 % §19,[44 § 1,033,344 § 517,382 § 1,656,752 § 640,750 § 1,211,192 § 588,490 § 570,232 § (1,506,040) 5 (2,286,d05) § (3,641,256) 5  (3,641,256)
DIP Balance Outstanding:
Beginning Balance - 3.600.000 3,600,000 3,609,600 7.359.600 7,359,600 9.659,600 9,700,511 11,059.511 - - - - -
Intzrest Expense - - 9,500 - - - 49911 - 58,417 - - - - 117,928
New Fizancin, 3,600,000 . - 3,750,000 - 2,300,000 . 1,330,000 - - - - - 11,600,000
ding DIP Balance §3600,000 § 3,600,000 3 3,600600 § 350,600 3 7,350,600 3 9,659,600 8§ 9709500 § 10099501 § TLI753 — 5 - § ] - § 11,117,918
Prafiessional [ees accrued 38,314 127,714 217,114 306,513 395,913 485,513 574,113 664,112 733,512 842,912 932,312 1,021,711 L s i




Iceland

13 Weeky
11 [1/20/2009 11/27/200% 12/4/2000 12/14/2009 12/18/2009 1272572008 1712018 1/8/2010 1152010 1122/20)0 1/19/2000 2/5/2010 2272018 Total
Beginning cash balance 663,793 4,031,207 2,040,618 504,741 714,822 506,199 1,467,928 $39,285 1,038,216 497,373 650,453 (264,960) (966,766) 663,793
CASH RECEIPTS:
Receivable collections - ehf US 794,689 50,000 - - - 124,250 - - - 204,167 323,000 - - 1,496,106
Receiveble collections » ehf, ICE. - 851,247 373,712 - 365,693 300,000 - 146,238 438,695 143,333 29,352 150,000 2,828,270
Fi other - - 50,000 - - - - 50,000 - - - 60,000 - 170,000
Total receipls 794,689 901,247 423,712 - 395,693 424,250 - 60,000 146,233 642,562 466,333 §9,352 150,000 4,494,376
CASH DISBURSEMENTS:
Payrall ehf (391,200) - (418,408) (11,913) (391,200) - (418,408} 1,919} (357,081) - - (418,408) - (2,418,543)
Total payrall (391,200} - (418,408) (11,919) (391,200 - (418,408) (11,919) (357.081) . - (418,408) - (2,418,543)
Iceland:
Foreign Yendors
Thuminz - (384,097 (245.097 - - - - - (200,000) - (200,000) (250,000) - (1,279,194
Chemical & Cansumable (40,000) (315,875} (80,000) (76,000) {70,000) (162,188) - (10,000) . (243,444) (184,589) (50,000) {10,000) (1,238,096)
Lzb equipment, supplies ete. - (76,461} - - - (51,364) - - - (10,0007 (43,523) - - (181,349)
IP / Legal - (125,872) - . . (76,428) - - - {106,000) (51,385) - - (263,685)
IT Services & Storage - (55,778) . - - (10,777) - - . - (25,474) - - (96,029)
Grant Subcontrastors - (1,456.015) - - . (677,471) - - - (70,000} (270,000) - - (2,473,436)
Other Foreign AP (5,320) {121,354) - . (6,366) (107,405) - - - {13,500} (357.529) - - (511,473)
Teeland - Total Foreign Vendors (45,320) (2,539,452) (325,097) (70,000) (76,366) (1,085,633) . (10,000 (200,000) (348,944} (5,132,499) (300,000) (10,000) (6,143,311)
Domestic Vendors
Facilities (16,300) (45,118) (1,130,203) (2,000) (2,000) (286,216) (510,235) (409,200) {2,500) (87,697 (46,069) (4,000) (418,400) (2,960,438)
Laboralories (9,600) 47,771) (12.300) (1,600) (1,600) (51,038) . (54,400) (2,000) (18,558) (24.314) (3,200) (19,200) (246,081)
Other Operating Costs . (72,126 (4,604) (800) (300) (57,796) - (2,400) (1,000) (45,999) (38,553) {1,600) (1,600) (227,278)
Legai (129.746) (80.000) - - (48,000) (16,000} . . (40,000} - (79.424) . - (393,170)
Travel (16,300) (5,781) (14,000) - . (16,056) - (16,300 - (10,964) (17,200) - (28,000) (125,601)
Other Domestic AP (28,546) (101,588) (27.327) (3,500 (3,600) (113,782 - (15,600} (4,500) (56,871) (43,687) {7,200) (32,736) (435,037)
VAT payments / receivekles 61,487 - (26,400) - {80,000} 64,000 - (40,000) {80,000) 80,000 - {56,000) - (76,913)
Tceland - Total Domestic Vendors (140,005} (352,384) (1,215,334) (8,000) (136,000} (476,888) (510,235) (538,400) (130,000) (140,088) (249,247) (72,000} (499.936) (4,468,517}
Dx CSO - - - - - - - - - - - - - -
Dx (750) - (750) - (750) - - (750) - (750) - (750) - {4,500)
Dx US (750) - (750) - (750) R - (750) - (750) - (750) - (4,500)
Toral disbursements (577,275) (2,891,836) (1,959,589) (89,219} (604,316) (1,562,521) (928,643) (561,069) (687,081) (489,752) (1,381,746) (791,158) (509,936) (13,034,871)
Net Cash Flow 217,414 (1,990,589} (1,535,877) (39,919 (208,623) (1,138,271) (928,643) (501,069} (540,843) 153,080 915,413) (701,806) (359,936) (8,540,495)
DIP Funding 3,150,000 - - 300,000 - 2,100,000 - 1,000,000 - - - - - 6,550,000
Ending cash balance 4,031,207 2,040,618 504,741 714,822 306,199 1,467,928 539,283 1,038,216 497373 650,453 {264,960) (966,766) {1,326,702) (1,326,702)




U8 ([we.)

Starfing on Jan 22, the post-closing cash deficits
sttributable to the LS operations are assumed 1o be
funded from the progeed of the 363 sale.

13 Weeks
5 11720/200% 111272009 12{4i2009 12/14/2009 12/18/2009 12/25/2009 /172010 Li8/Z010 1132010 2220400 2972010 1752010 2¢12/2010 Totat
Heginning cash balance (excluding professional fees) 81,745 365,073 220,145 124,402 318,521 111,183 183,524 110,465 372,531 290,672 119,334 {1,041,525) (1,120,084) 82,745
CASH DISBURSEMENTS:
Payroll Dx (18,151} (18,151) (18,151) (18,151) (18,151) (18,151) (18,151) (18,151) (18,151) (18,151) (18,151} (18,151) {18,151) (235,963)
Payroll Inc (60,208 (100,208) (60,208) (GU,208) {60,208) (100,208) (60,208) (60,208) (60,208) (100,208) (60,208} {60,208) {60,208) (902,704)
Tatal payrell (78,359) (113,359) (78,359) (78,359) (78,359) (118,359) (78,359) (78,359) (78,359) (118,359) (78,359 (78,359) (78,359) (1,138,667)
First Insurance Funding - - - - (48,579) - - - - (48.979) {1,082,500) . . (1,180,458)
Carpenter Moore (5.375) - (9.375) - - - - (9.375) - - - - - (28.125)
William Galagher (55.738) - - - (60,000) - - - - - - - - (115.738)
AAF - (17,125) - - - - - - - - - - - (17.125)
Mellon Investors - (8,449 - - - (4.,000) - - - (4.000) - . - (17.444)
Menill Corporation (20.000) . - - (20,000) - - - (3.3500) - - - (5.000) (48,500)
Delaware Secretary of State - - (8.009) - - - - - - - - - - (8,009)
Fedex (200) - - {200) - - - (200) - - - (200) - (800)
Total Inc (39,313) (26,569) (17,384) (200} (128,979) (4,000) - (9,575) (3.500) (52,979) (1,082,500) (200) (5,000) (1,420,199)
Tetal disbursements (167,672) (144,928) (95,743) (78,559) (207,338) (122,359} (78,359) (87,934) (81,859) (171,338) (1,160,859) {78,559) (83,359) (2,558.566)
Nel Cash Flow (167,672) (144,928) (95,743) (78,559) (207,338) (122,359) (78,359) (87,934) (81,85%) (171,336} (1,160,859) (78,559) (83,359 (2,558,366)
DIP Funding 450,000 - - 272,678 - 200,000 . 350,000 - - - - - 1,272,678
Ending cash balance 365,073 220,145 124,402 318,521 —.mlm.mua 110,465 372,531 290,672 119,334 (1,041.525) (1,120,084) (1,203,443) (1,203,443)
Professional Fees - - - - - - - (195.556) - - - - (911.55G) (L111,111)
Ending cash balance (includin; 365,073 220,145 124,402 316,521 111,183 155,824 110,465 172,976 91,117 (30,221) (1,241,030) {1,319,639) (2,314,854) (2,314,554)




Professional Fees

November  December January
RLF 125,000 125,000 125,000
ML 66,667 100,000 26,667
PwC 100,000 100,000 100,000
oMM 50,000 50,000 50,000
Stevens & Lee 20,000 25,000 20,000
Committee Counsel 50,000 50,000 50,000
Claims Agent 10,000 10,000 10,000
US Trustee 10,000 10,000 10,000
Monthly Fees and Expenses $§ 431,667 S 470,000 § 391,667
Total payments for period § 199,556 S 376,000 § 535556
Payment Date 4-Jan 12-Feb 12-Feb

TOTAL
375,000
193,333
300,000
150,000
65,000
150,000
30,000
30,000
1,293,333

1,111,111






