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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

 )  
In re: ) Chapter 11 
 )  
INSIGHT HEALTH SERVICES 
HOLDINGS CORP., et al.,1 

) 
) 

Case No. 10-[_____] (___) 

 )  
   Debtors. ) (Joint Administration Requested) 
 )  

                                                 
1  The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, include:  InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770); 
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight 
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930); 
North Carolina Mobile Imaging II LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina 
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile 
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange 
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LLC (2858); and Signal Medical 
Services, Inc. (2413).  The location of the Debtors’ corporate headquarters and the Debtors’ service address 
is:  26250 Enterprise Court, Suite 100, Lake Forest, California 92630. 



 

 2 
K&E 17972811 

DEBTORS’ MOTION FOR ENTRY OF INTERIM AND FINAL ORDERS 
(A) AUTHORIZING THE DEBTORS TO OBTAIN POSTPETITION FINANCING 
AND LETTERS OF CREDIT (B) AUTHORIZING THE DEBTORS TO USE CASH 
COLLATERAL, (C) GRANTING ADEQUATE PROTECTION TO PREPETITION 

SECURED LENDERS AND (D) SCHEDULING A FINAL HEARING 

The above-captioned debtors and debtors in possession (collectively, the “Debtors”) 

hereby move the Court, pursuant to this motion (this “Motion”), for the entry of an interim order, 

substantially in the form attached hereto as Exhibit A (the “Interim DIP Order”), and a final 

order (the “Final DIP Order,” and together with the Interim DIP Order, the “DIP Orders”), 

(a) authorizing the Debtors to obtain postpetition financing on a senior secured, priming, 

superpriority basis with respect to certain collateral, (b) authorizing the Debtors to use certain of 

their cash collateral, (c) granting adequate protection to the Debtors’ prepetition secured parties 

for the priming of certain of their existing liens, use of their cash or other collateral and the 

imposition of the automatic stay and (d) scheduling a final hearing to consider entry of the Final 

DIP Order.  In support of this Motion, the Debtors respectfully state as follows:2 

Preliminary Statement 

Prepetition, the Debtors had two primary groups of secured creditors ⎯ their secured 

revolving loan lender, Bank of America, and their secured floating rate noteholders.  These two 

groups of lenders are secured in different collateral.  The prepetition revolving loan lender 

maintains a first priority security interest in substantially all of the Debtors’ accounts receivable 

and proceeds of the accounts receivable.  The noteholders are secured by substantially all of the 

                                                 
2  The facts and circumstances supporting this Motion are set forth in the Declaration of Keith S. Kelson of 

InSight Health Services Holdings Corp. (I) in Support of Debtors’ Chapter 11 Petitions and First Day Motions 
and (II) Pursuant to Local Bankruptcy Rule 1007-2 (the “First Day Declaration”), filed contemporaneously 
herewith and incorporated herein by reference and the Declaration of Frank A. Merola in Support of the 
Debtors’ Motion for Entry of Interim and Final Orders (A) Authorizing the Debtors to Obtain Postpetition 
Financing and Letters Of Credit (B) Authorizing the Debtors to Use Cash Collateral, (C) Granting Adequate 
Protection to Prepetition Secured Lenders and (D) Scheduling a Final Hearing, attached hereto as Exhibit B (the 
“Merola Declaration”). 
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Debtors’ other assets other than, principally, a few specific pieces of equipment.  The collateral 

held by each of the revolving loan lender and the noteholders does not overlap and neither have 

any subordinated liens on the others’ collateral. 

Prior to filing these chapter 11 cases, the Debtors engaged in discussions with the 

prepetition revolving lender and certain of their secured noteholders to achieve a consensual 

restructuring that would reduce the Debtors’ leverage, improve their liquidity and enhance value 

for stakeholders.  These discussions ultimately led to the Debtors’ solicitation of a prepackaged 

plan that will eliminate over $290 million of the Debtors’ prepetition debt obligations and for 

which the Debtors already have support from over two-thirds in amount of their noteholders, the 

only class of creditors or interest holders entitled to vote on the plan.   

As it became clear that the Debtors’ restructuring would occur through chapter 11, the 

Debtors considered their financing needs in chapter 11.  While continuing to work to achieve a 

prepackaged plan of reorganization that would allow the Debtors to expeditiously emerge from 

bankruptcy, the Debtors evaluated potential financing alternatives.  The Debtors and their 

advisors determined that because of the expected short duration of the Debtors’ chapter 11 cases, 

they would require financing, but of a smaller size than their $20 million prepetition revolver 

commitment.   

Neither the Debtors’ revolving loan lender nor the noteholders indicated that they would 

accept a third party priming their liens or were willing to extend unsecured debt.  This 

significantly restricted the Debtors’ postpetition financing options.  Further, the Debtors believed 

that their ability to access the revolving loan lender’s cash collateral was premised in part on the 

revolving loan lender providing the Debtors’ postpetition financing.  The Debtors also received 

an indication of interest for providing debtor in possession financing from one of their larger 
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noteholders, but this did not materialize into a full offer.  Ultimately, the Debtors only had one 

real postpetition financing option, that proposed by Bank of America, their existing revolving 

loan lender.   

To ensure that they maintained adequate liquidity to fund their operations during their 

chapter 11 cases, the Debtors entered into a $15 million postpetition financing agreement with 

Bank of America.  Under this postpetition facility, Bank of America will provide superpriority 

priming lien financing.  The collateral for Bank of America’s postpetition financing consists 

almost entirely of the same collateral securing the existing prepetition revolving loan.  

Additionally, Bank of America has consented to the use of its cash collateral.  The Debtors are 

not seeking authority to use the noteholders’ cash collateral, and are providing sufficient 

adequate protection to Bank of America and the noteholders to protect against diminution in 

value of their respective prepetition collateral.3   

The debtor in possession financing and the use of certain cash collateral requested herein 

will provide the working capital, confidence and financial security necessary to allow the 

Debtors to, among other things, continue operating their businesses in the ordinary course, 

thereby preserving value for the benefit of all creditor constituencies and allowing the Debtors to 

consummate their prepackaged plan and successfully restructure without unnecessary delay.   

Jurisdiction 

1. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. § 1334.  

This matter is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2). 

2. Venue is proper in this District pursuant to 28 U.S.C. § 1408. 

                                                 
3  In addition, the Debtors intend to use the collateral of certain equipment lien creditors.  As adequate protection 

for such use, the Debtors shall provide such equipment lien creditors with replacement liens and continue to pay 
their capital lease payments in the ordinary course of business.  
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3. The statutory bases for the relief requested herein are sections 105(a), 361, 362, 

363(c), 363(e), 364(c)(1), 364(c)(2), 364(c)(3), 364(d)(1) and 364(e) of title 11 of the United 

States Code (the “Bankruptcy Code”), Rules 2002, 4001 and 9014 of the Federal Rules of 

Bankruptcy Procedure (the “Bankruptcy Rules”) and Rule 4001-2 of the Local Bankruptcy Rules 

for the Southern District of New York (the “Local Bankruptcy Rules”). 

Relief Requested 

4. By this Motion, the Debtors request entry of the DIP Orders, which among other 

things, provide the Debtors with the following relief: 

• Revolver Cash Collateral:  authority to use the Debtors’ cash accounts (other than 
certain collateral and securities accounts) and cash proceeds of Prepetition Revolver 
Collateral (as defined herein) and other cash that constitutes the Agent’s (as defined 
herein) “cash collateral,” as that term is defined in section 363(a) of the Bankruptcy 
Code (the “Revolver Cash Collateral”); provided that the Debtors are not requesting 
authority to use their secured noteholders’ cash collateral; 

• DIP Facility:  authority to obtain postpetition loans only to the extent necessary to 
avoid immediate and irreparable harm to the Debtors (which includes conversion of 
the Prepetition Letters of Credit into the LC Facilities (each as defined herein)) 
pursuant to the Budget (as defined herein) on an interim basis, and in an aggregate 
principal amount up to $15,000,000 on a final basis (the “DIP Facility”) and other 
financial accommodations, pursuant to the terms and conditions of the Post-Petition 
Loan and Security Agreement, dated as of December 10, 2010 (the “DIP Credit 
Agreement”), substantially in the form attached hereto as Exhibit C; 

• LC Facility:  authority to (a) cause the issuance and cash collateralization of 
supplemental and new letters of credit in an aggregate face amount not to exceed 
$5,000,000, in each case such cash collateralization to be to the extent of 104% of the 
outstanding face amount thereof (the “LC Facility”) and (b) cause certain letters of 
credit (collectively, the “Prepetition Letters of Credit”) issued prior to the date of the 
DIP Credit Agreement (the “Closing Date”) pursuant to the Revolving Credit 
Agreement (as defined herein) to be automatically and without further action by the 
parties thereto converted to letters of credit issued pursuant to the DIP Facility. 

• DIP Documents:  authority to execute and deliver the DIP Credit Agreement and all 
agreements, documents and instruments contemplated thereby (collectively, the 
“DIP Documents”) and to take all actions necessary, appropriate or required to 
comply with the Debtors’ obligations thereunder and under the DIP Orders; 
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• DIP Liens and Claims:  authority to grant the DIP Lender (as defined herein) senior, 
first priority, priming DIP Liens on the DIP Collateral securing, and the Superpriority 
Claim in respect of, the DIP Obligations (in each case, as defined herein); 

• Modification of Automatic Stay:  modification of the automatic stay to the extent 
necessary to permit (a) the DIP Lender, among other things, to receive collections of 
DIP Collateral for application to the DIP Obligations as provided in the Interim DIP 
Order, (b) the DIP Lender or the Indenture Trustee (as defined herein) to file or 
record any UCC-1 financing statements, mortgages, deeds of trust, security deeds and 
other instruments and documents evidencing or validating the perfection of the DIP 
Liens, (c) the DIP Lender or Indenture Trustee to enforce the DIP Liens as and to the 
extent authorized by the Interim DIP Order and (d) upon the occurrence and 
continuation of an Event of Default (as defined in the DIP Credit Agreement), the 
Indenture Trustee or Noteholders (as defined herein) to take any actions to enforce 
the Noteholder’s prepetition liens in accordance with the Indenture (as defined 
herein) and all related documents; 

• Adequate Protection:  approval of the Adequate Protection Obligations (as defined 
herein) to be provided to the Agent, the Noteholders and the Equipment Lien 
Creditors (as defined herein) to protect their interests in the Prepetition Collateral (as 
defined herein) and Revolver Cash Collateral;  

• Final Hearing:  a date for a hearing on the Motion to consider entry of the Final DIP 
Order, to be held no sooner than 14 days after the date of service of this Motion, and 
no later than 45 days after entry of the Interim DIP Order; and 

• Related Relief:  granting related relief and such other and further relief as the Court 
deems just and proper. 

Concise Statement Pursuant to Local Bankruptcy Rule 4001-2 

5. Pursuant to Bankruptcy Rules 4001(b), (c) and (d), and Local Bankruptcy 

Rule 4001-2, the following is a concise statement and summary of the proposed material terms of 

the DIP Documents and DIP Orders:4 

                                                 
4  Capitalized terms used in this statement but not otherwise defined herein shall have the meanings ascribed to 

such terms in the DIP Documents or DIP Orders, as applicable.  This concise statement is qualified in its 
entirety by reference to the applicable provisions of the DIP Documents or the DIP Orders, as applicable.  To 
the extent there exists any inconsistency between this concise statement and the provisions of the DIP 
Documents or the DIP Orders, the provisions of the DIP Documents or the DIP Orders, as applicable, shall 
control. 
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MATERIAL TERMS OF THE POSTPETITION FINANCING 

DIP Credit 
Agreement 
Parties 

Fed. R. Bankr. P. 
4001(c)(1)(B) 

Borrower: InSight Health Services Holdings Corp., InSight Health Services Corp., 
InSight Health Corp., Maxum Health Services Corp., Open MRI, Inc., Signal 
Medical Services, Inc., Comprehensive Medical Imaging, Inc., 
Comprehensive Medical Imaging Centers, Inc., Orange County Regional 
PET Center - Irvine, LLC and Parkway Imaging Center, LLC (collectively, 
the “Borrowers”) 

DIP Lender: Bank of America, N.A. (“Bank of America,” and in its capacity as lender 
under the DIP Credit Agreement, the “DIP Lender”) 

(DIP Credit Agreement, Preamble; § 1.1) 

Maturity 

Fed. R. Bankr. P. 
4001(c)(1)(B) 

The soonest to occur of: (i) May 31, 2011, (ii) the effective date of any confirmed Acceptable 
Plan, (iii) the date of the filing by any Obligor of any Reorganization Plan that is not an 
Acceptable Plan, (iv) the date of entry of a Confirmation Order with respect to a 
Reorganization Plan filed by a Person other than a Borrower if such Reorganization Plan is not 
an Acceptable Plan, (v) the closing date of any sale of all or substantially all of the DIP 
Collateral, (vi) the effective date of termination of the Commitment pursuant to Section 6.2 of 
the DIP Credit Agreement (whether by DIP Lender upon or after the occurrence of an Event of 
Default or by Borrowers), (vii) the date on which DIP Lender is granted relief from the 
automatic stay (after giving effect to the 5 Business Day notice required for DIP Lender to 
enforce its Liens as described in the Interim DIP Order), or (viii) the date on which any of 
these chapter 11 cases is dismissed or converted by the Court.  (DIP Credit Agreement, 
§§ 1.1; 6.1) 

Purpose 

Fed. R. Bankr. P. 
4001(c)(1)(B) 

DIP Facility.  The proceeds of the Revolver Loans shall be used by Borrowers during the 
pendency of the Chapter 11 Cases exclusively for one or more of the following purposes: 
(i) payment of amounts owing under the Revolving Credit Facility and to cash-collateralize 
any prepetition letters of credit or other contingent prepetition debt from the proceeds of the 
Revolving Credit Facility, to the extent authorized by the Court; (ii) to pay obligations of the 
type described in the budget attached to the Merola Declaration as Exhibit 1 (the “Budget”); 
(iii) to pay Adequate Protection Claims and Reclamation Claims, but only to the extent 
authorized by the Court; (iv) to pay fees required to be paid to the office of the U.S. Trustee; 
(v) to pay Professional Expenses of Professional Persons subject to the Budget, Borrowers’ 
receipt of an itemized billing and expense statement from each such Professional Person, 
allowance by the Court, and any limitations contained in the DIP Orders; (vi) to pay any of the 
DIP Obligations; (vii) to pay property taxes with respect to any DIP Collateral to the extent 
nonpayment thereof is procured by a Lien senior to DIP Lender’s Liens thereon; and (viii) to 
pay other obligations authorized by the Court.  (DIP Credit Agreement, § 2.1.3) 

Interest Rates 

Fed. R. Bankr. P. 
4001(c)(1)(B) 

Interest Rate.  For any day, a per annum rate equal to the greater of (a) the Prime Rate for 
such day; (b) the Federal Funds Rate for such day, plus 0.50%; and (c) the Adjusted LIBOR 
Rate for a 30-day period as determined on such day, plus 1.0%, plus (y) 3.0%, if either Plan 
Benchmark #3 or Sale Benchmark #3 is met or (z) 5.0%, applied retroactively to the date of 
the DIP Credit Agreement, if neither Plan Benchmark #3 nor Sale Benchmark #3 is met. 

Default Interest Rate.  2.0% per annum above the then applicable rate.  

(DIP Credit Agreement, §§ 1.1; 3.1.1; 3.1.2) 

DIP 
Commitments 

Fed. R. Bankr. P. 
4001(c)(1)(B); 

DIP Credit Agreement.  Total aggregate revolving loan commitment of $15,000,000 in 
principal amount (the “Commitment”) to be disbursed as: 

• Interim DIP Loan: Prior to entry of the Final DIP Order, the Debtors may 
draw on the DIP Facility only to the extent necessary to avoid immediate and 
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MATERIAL TERMS OF THE POSTPETITION FINANCING 

LBR 4001-2(a)(1) 
 

irreparable harm to the Debtors as specified in the Budget.  (Interim DIP 
Order, ¶ 2) 

• Final DIP Loan: $15,000,000 (less the amount of the interim DIP Loan 
actually borrowed) 

Borrowing Base Formula.  Advances under the DIP Facility will be limited to, on any date of 
determination thereof, an amount equal to the lesser of: (a) $15,000,000 on such date minus 
the Availability Reserve, or (b) an amount equal to the lesser of (i) 85% of the net amount of 
Eligible Retail Receivables on such date plus 85% of the net amount of Eligible Wholesale 
Receivables on such date or (ii) the Cash Collection Limit as of such date minus the 
Availability Reserve on such date.   

Where “Availability Reserve” means, on any date of determination thereof, an amount equal 
to the sum of the following (without duplication):  (a) the amount of the Pre-Petition Debt 
outstanding as of the opening of business on such date, excluding Pre-Petition LCs that are 
Cash Collateralized and Banking Relationship Debt; (b) the Carve-Out Reserve; (c) any 
amounts which any Obligor is obligated to pay to DIP Lender or other Persons pursuant to the 
provisions of any of the DIP Documents that DIP Lender elects to pay for the account of such 
Obligor in accordance with the authority contained in any of the DIP Documents; (d) the LC 
Reserve; (e) the aggregate amount of reserves established by DIP Lender from time to time in 
its discretion in respect of Banking Relationship Debt; (f) the aggregate amount of all 
liabilities and obligations that are secured by Liens upon any of the DIP Collateral that are 
senior in priority to DIP Lender’s Liens if such Liens are Permitted Liens under Section 
10.2.4(iii) of the DIP Credit Agreement; (g) the Professional Fees Reserve; (h) the Adjustable 
Availability Reserve Block; and (i) such additional reserves, in such amounts as DIP Lender  
in its reasonable discretion, exercised in a manner consistent with its customary practices or 
otherwise in good faith, may elect to impose from time to time.  

 (DIP Credit Agreement, §§ 1.1; 2) 

Estimated Availability.  Approximately $3.6 million. 

Letters of Credit 

 Fed. R. Bankr. P. 
4001(c)(1)(B); 
LBR 
4001-2(a)(1); 

• Existing Letters of Credit:  The Pre-Petition LCs shall be treated as Letters of Credit 
issued under the DIP Credit Agreement, shall constitute part of the Credit Extensions 
thereunder, shall be entitled to all of the benefits and security of the DIP Documents and 
the Interim DIP Order, and, from and after entry of the Interim DIP Order, shall cease to 
be regarded as part of the Pre-Petition Revolver Debt, and the portion of any fees relating 
to any Pre-Petition LCs that accrued during the period from the Petition Date to the date 
of the entry of the Interim DIP Order, as well as all fees that accrue after the date of the 
Interim DIP Order, shall be deemed to be part of the fees payable under the DIP Credit 
Agreement for Letters of Credit and shall be paid in accordance with the terms thereof. 

• New Letters of Credit:  Up to $5,000,000 in the aggregate face amount of new letters of 
credit, including new letters of credit replacing the prepetition letters of credit, will be 
issued by the DIP Lender up on the Debtors’ request and satisfaction of the LC 
Conditions. 

(Interim DIP Order, ¶ 2; DIP Credit Agreement, § 1.1; 2.3) 

Funding 
Conditions 

Fed. R. Bankr. P. 
4001(c)(1)(B); 
LBR 
4001-2(a)(2); 

Initial Availability.  Conditions precedent to all borrowings under the DIP Facility include: 
(i) the DIP Documents shall have been duly executed and delivered to DIP Lender; (ii) the 
Chapter 11 Cases shall have commenced on or before December 10, 2010 and the closing of 
the transactions contemplated by the DIP Credit Agreement occurs on or before the Closing 
Date; (iii) the absence of any Default or Event of Default under the DIP Documents; (iv) all 
representations and warranties are true and correct in all material respects as of the date of 
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MATERIAL TERMS OF THE POSTPETITION FINANCING 

LBR 4001-2(h); 
 

each borrowing; (v) DIP Lender shall have received the favorable written legal opinions of 
Borrowers’ and Guarantors’ counsel with respect to the due authorization, execution and 
delivery of the DIP Documents by those Borrowers and Guarantors organized under the laws 
of New York or Delaware; (vi) the Borrowers shall have paid to DIP Lender (or made 
adequate provision for the payment on the Closing Date of) all fees and expenses payable to 
DIP Lender on or before the Closing Date pursuant to the DIP Documents; (vii) DIP Lender 
shall have received copies of the Organic Documents of each chapter 11 Debtor, and all 
amendments thereto, certified by the Secretary of State or other appropriate official of the 
jurisdiction of such chapter 11 Debtor’s organization; (viii) DIP Lender shall have received, 
reviewed and found acceptable all financial statements as of September 30, 2010, a Budget, 
and such additional financial statements as DIP Lender shall reasonably require; (ix) DIP 
Lender shall have received the Borrowing Base Certificate; (x) all proceedings taken in 
connection with the execution of the DIP Documents and approval thereof by the Court shall 
be reasonably satisfactory in form, scope, and substance to DIP Lender; (xi) DIP Lender shall 
have received evidence reasonably satisfactory to DIP Lender that there are no other Liens 
upon any DIP Collateral except for Permitted Liens; (xii) each of the LC Conditions is 
satisfied; (xiii) DIP Lender shall have reviewed and found acceptable certain pleadings and 
orders and such orders shall have been entered by the Court; (xiv) except solely as a result of 
the filing of these chapter 11 cases, since September 30, 2010, there has occurred no change in 
the business or financial condition of Borrowers, taken as a whole, that has had or could 
reasonably be expected to have a Material Adverse Effect; (xv) the Court shall not have 
entered any order terminating any of Borrowers’ exclusive time periods under Section 1121 of 
the Bankruptcy Code within which to file a Reorganization Plan; and (xvi) DIP Lender shall 
have reviewed and approved the Budget and the reasonableness of all projections therein of 
expenses and collections.  (DIP Credit Agreement, § 11.1) 

Full Availability.  Usual and customary for financings of this type including: (i) the absence 
of any Default or Event of Default under the DIP Documents; (ii) all representations and 
warranties are true and correct in all material respects as of the date of each borrowing; 
(iii) except for these chapter 11 cases, no action, proceeding, investigation, regulation or 
legislation shall have been instituted, threatened or proposed before any court, governmental 
agency or legislative body to enjoin, restrain or prohibit, or to obtain damages in respect of, or 
which is related to or arises out of, the DIP Documents or the consummation of the 
transactions contemplated thereby; (iv) no event shall have occurred and no condition shall 
exist which has or could be reasonably expected to have a Material Adverse Effect; (v) DIP 
Lender shall have received each Borrowing Base Certificate then required by the terms of the 
DIP Credit Agreement; (vi) each of the LC Conditions is satisfied; and (vii) the final hearing 
on the Motion requesting the Court's approval of the Final DIP Order shall have been held on 
or before 45 days after the Closing Date, with the presentation of evidence and the resolution 
of any objections to such motion or the proposed Final DIP Order in a manner reasonably 
satisfactory to DIP Lender, and the Final DIP Order shall have been entered, shall be in full 
force and effect and shall not have been vacated, reversed, modified, amended or stayed 
without the prior written consent of Lender.  (DIP Credit Agreement, § 11.2) 

Fees 

Fed. R. Bankr. P. 
4001(c)(1)(B); 
LBR 4001-2(a)(3) 

Closing Fee.  Borrowers shall be jointly and severally obligated to pay to DIP Lender a 
closing fee in the amount of $300,000, which fee shall be paid on the Closing Date. 

Unused Line Fee.  Borrowers shall be jointly and severally obligated to pay to DIP Lender, 
monthly in arrears on the first day of each month, an unused line fee (the “Unused Line Fee”) 
equal to 1.0%, in each case divided by 360 days and multiplied by the number of days in the 
immediately preceding month and then multiplied by the amount by which the Average 
Revolver Loan Balance for such immediately preceding  month (or portion of such month that 
the Commitment is in effect) is less than the aggregate amount of the Commitment; but if the 
Commitment is terminated on a day other than the last day of a month, then any such Unused 
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Line Fee payable for such month in which termination shall occur shall be paid on the 
effective date of such termination.   

LC Facility Fees.  Borrowers shall be jointly and severally obligated to pay:  (i) to DIP 
Lender, for all Letters of Credit, 4.00% on a per annum basis based on the average amount 
available to be drawn under Letters of Credit outstanding and all Letters of Credit that are paid 
or expire during the period of measurement, payable monthly, in arrears, on the first Business 
Day of the following month; (ii) to DIP Lender for its own account a Letter of Credit fronting 
fee of 0.125% per annum based upon the face amount of each Letter of Credit issued during 
the period of measurement, payable monthly, in arrears, on the first Business Day of the 
following month; and (iii) to DIP Lender for its own account all customary charges associated 
with the issuance, amending, negotiating, payment, processing and administration of all 
Letters of Credit.  All Letter of Credit fees that are expressed as a percentage shall be 
increased to a percentage that is 2% greater than the percentage that would otherwise be 
applicable to Revolver Loans when the Default Rate is in effect. 

Audit and Appraisal Fees and Expenses.  Borrowers shall be jointly and severally obligated 
to reimburse DIP Lender for all reasonable out-of-pocket costs and expenses incurred by DIP 
Lender in connection with examinations and reviews of any Obligor’s books and records up to 
2 times per Loan Year unless an Event of Default exists (in which event, there shall be no 
limit on the number of examinations and reviews for which Borrowers shall be obligated to 
reimburse DIP Lender) and, in each case, shall pay to DIP Lender the standard amount 
charged by DIP Lender per day ($1,000 per day as of the Petition Date) for each day that an 
employee or agent of DIP Lender shall be engaged in an examination or review of any 
Obligor's books and records. 

(DIP Credit Agreement, § 3.2) 

Liens, Priorities 
and Adequate 
Protection 

Fed. R. Bankr. P. 
4001(b)(1)(B)(iv); 
4001(c)(1)(B)(i), 
(ii); LBR 
4001-2(a)(4); 

DIP Collateral and DIP Liens.  All Obligations under (and as defined in) the DIP Credit 
Agreement, including, without limitation, all Credit Extensions and Banking Relationship 
Debt (all of the foregoing being collectively called the “DIP Obligations”) shall be, and hereby 
are, secured by security interests and liens (collectively, the “DIP Liens”) in favor of DIP 
Lender with respect to all of the Collateral (as defined in the DIP Credit Agreement), which 
consists only of (i) all of the property of each Borrower that is Prepetition Revolver collateral 
or is postpetition property of the same type as the Prepetition Revolver Collateral, (ii) all of 
each Borrower’s share of monies derived from the business of any joint venture, and (iii) any 
equipment, machinery or other item of property that is purchased by Borrowers with DIP 
Loans or Revolver Cash Collateral, in each case whether any of such property is now in 
existence or is hereafter created, acquired or arising and wherever located (all such property, 
including, without limitation, all Prepetition Revolver Collateral of each Borrower and the 
proceeds thereof, being collectively hereinafter referred to as the “DIP Collateral”).  In no 
event shall any DIP Liens be granted to DIP Lender with respect to any property of a 
Borrower that constitutes either Prepetition Noteholder Collateral, whether now in existence or 
hereafter created or acquired, or Equipment Collateral. 

DIP Priorities.  The DIP Liens with respect to the DIP Collateral shall have the following 
priorities: 

Unencumbered Collateral.  Pursuant to Section 364(c)(2) of the Bankruptcy Code, perfected 
first priority senior security interests in and liens upon (x) all DIP Collateral that, as of the 
Petition Date, is not subject to valid, perfected and unavoidable liens or to valid and 
unavoidable liens in existence on the Petition Date that are perfected thereafter (with a priority 
that relates back to a date prior to the Petition Date), as permitted by Section 546(b) of the 
Bankruptcy Code, and (y) all DIP Collateral that is created, acquired or arises after the Petition 
Date (other than direct proceeds of Pre-Petition Collateral that is subject to valid, perfected 
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and unavoidable pre-petition liens); 

Encumbered Collateral.  Pursuant to Section 364(c)(3) of the Bankruptcy Code, perfected 
junior security interests in and liens upon all DIP Collateral that is subject to valid, perfected 
and unavoidable liens in existence on the Petition Date (other than the Pre-Petition Revolver 
Liens) or to valid and unavoidable liens in existence on the Petition Date that are perfected 
thereafter (with a priority that relates back to a date prior to the Petition Date), as permitted by 
Section 546(b) of the Bankruptcy Code;  

Extent of Priming DIP Lien.  Pursuant to Section 364(d) of the Bankruptcy Code, the DIP 
Liens shall be senior in priority to the Pre-Petition Revolver Liens and the Pre-Petition 
Revolver Replacement Liens; and 

Carve-Out.  The DIP Liens shall be subordinate in all respects to the Carve-Out in accordance 
with paragraph 10 of the Interim DIP Order.  The DIP Liens shall not be subject or 
subordinate to any security interest or other lien that is avoided and preserved for the benefit 
of Borrowers and their estates under Section 551 of the Bankruptcy Code. 

(Interim DIP Order, ¶ 4) 

Scope of Superpriority Claim.  Subject to the Carve-Out in all respects, all DIP Obligations 
shall constitute an allowed administrative expense claim under Section 503(b) of the 
Bankruptcy Code and shall constitute an allowed superpriority claim (the “Superpriority 
Claim”) pursuant to Section 364(c)(1) of the Bankruptcy Code over all other administrative 
expenses in Borrowers’ cases of the kind specified in, or ordered pursuant to, Sections 105, 
326, 328, 330, 331, 503(a), 503(b), 506(e), 507(a), 507(b), 546(c), 726 or 1114 of the 
Bankruptcy Code, provided that the Superpriority Claim shall not be paid from Avoidance 
Proceeds.  Without limiting the generality of the foregoing, the Superpriority Claim shall be 
superior to any and all administrative priority claims arising out of transactions, if any, arising 
between any Borrower, on the one hand and any other Borrower or any affiliate of any 
Borrower (collectively, the “Intercompany Affiliate Transaction Claims”), and all 
Intercompany Affiliate Transaction Claims shall be subordinate to the Superpriority Claim. 

(Interim DIP Order, ¶ 5(a)) 

Adequate Protection.  As adequate protection pursuant to Sections 361 and 363 of the 
Bankruptcy Code for Borrowers’ use, consumption, sale, collection or other disposition of any 
of the Pre-Petition Collateral of any Borrower, the following measures of adequate protection 
are granted: 

Pre-Petition Revolver Replacement Liens.  Subject to the Carve-Out in accordance with 
paragraph 10 of the Interim DIP Order, Agent, for the benefit of Pre-Petition Credit Parties, is 
hereby granted and authorized to receive (i) replacement liens upon all of the DIP Collateral 
(the “Pre-Petition Revolver Replacement Liens”) as partial adequate protection for Pre-
Petition Credit Parties to the extent of any diminution in value of the Prepetition Revolver 
Collateral caused by Borrowers’ use, consumption, sale, collection or other disposition of any 
Prepetition Revolver Collateral; (ii) payment in cash, on a current basis, of all reasonable and 
documented out-of-pocket fees and expenses of the Agent (including, without limitation, the 
reasonable and documented out-of-pocket fees and expenses of legal counsel for the Agent); 
and (iii) superpriority administrative expense claims pursuant to Section 507(b) of the 
Bankruptcy Code to the extent of any inadequacy of the foregoing protections against any 
post-petition diminution in value of the Prepetition Revolver Collateral, which claims shall be 
subject and subordinate to the Superpriority Claim and shall not be paid from Avoidance 
Proceeds (collectively, the “Revolver Adequate Protection”). 

Pre-Petition Noteholder Replacement Liens.  Subject to the Carve-Out in accordance with 
paragraph 10 of the Interim DIP Order, Indenture Trustee, for the benefit of Noteholders, is 
hereby granted and authorized to receive, (i) replacement liens (the “Pre-Petition Noteholder 
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Replacement Liens”) upon any property acquired by a Borrower after the Petition Date that is 
of the same type as the Prepetition Noteholder Collateral (the “Post-Petition Noteholder 
Collateral”; and together with the Prepetition Noteholder Collateral, the “Noteholder 
Collateral”) as partial adequate protection for Noteholders to the extent of any diminution in 
value of the Prepetition Noteholder Collateral caused by the Borrowers’ use, consumption, 
sale, collection or other disposition of any Prepetition Noteholder Collateral, which Pre-
Petition Noteholder Replacement Liens shall be subject and subordinate to the Carve-Out and 
subject and subordinate to any DIP Liens provided to the DIP Lender in any Post-Petition 
Noteholder Collateral that is purchased by a Borrower with DIP Loans; (ii) payment in cash, 
on a current basis, of all the reasonable professional fees and reasonable documented out-of-
pocket expenses of the Indenture Trustee and the Collateral Agent; and (iii) superpriority 
administrative expense claims pursuant to Section 507(b) of the Bankruptcy Code to the extent 
of any inadequacy of the foregoing protections against any post-petition diminution in value of 
the Prepetition Noteholder Collateral, which claims shall be subject and subordinate to the 
Superpriority Claim and shall not be paid from Avoidance Proceeds (collectively, the 
“Noteholder Adequate Protection”). 

Equipment Lien Creditors Replacement Liens.  As adequate protection for each Equipment 
Lien Creditor to the extent of any diminution in value of its Equipment Collateral caused by 
Borrowers’ use, consumption, sale, collection or other disposition of such Equipment 
Collateral, such Equipment Lien Creditor is hereby granted and authorized to receive 
replacement liens in any equipment or machinery that is of the same type as its Equipment 
Collateral, is acquired by a Borrower after the Petition Date and is not subject to the DIP Liens 
or any liens of the Noteholders (the “Equipment Adequate Protection,” and together with the 
Revolver Adequate Protection and the Noteholder Adequate Protection, the “Adequate 
Protection Obligations”).  In addition, the Debtors will continue to make ordinary course 
capital lease payments to the Equipment Lien Creditors. 

(Interim DIP Order, ¶ 8) 

Carve-Out 

LBR 4001-2(a)(5) 

The “Carve-Out” shall mean the sum of (1) accrued but unpaid Professional Expenses 
incurred by Professional Persons at any time before or on the first business day following 
delivery by the DIP Lender of a Carve-Out Trigger Notice (as defined below), whether 
allowed by this Court prior to or after delivery of a Carve-Out Trigger Notice; (2) accrued but 
unpaid Professional Expenses incurred by Professional Persons at any time after the first 
business day following delivery by DIP Lender of the Carve-Out Trigger Notice, to the extent 
allowed at any time, whether by this Order, procedural order, or otherwise, but only to the 
extent all such Professional Expenses set forth in this clause (2) do not exceed an aggregate 
amount of $1,000,000; (3) United States Trustee fees, pursuant to 28 U.S.C. § 1930 (the “U.S. 
Trustee Fees”); and (4) all reasonable fees and expenses incurred by a chapter 7 trustee under 
section 726(b) of the Bankruptcy Code in an aggregate amount not exceeding $50,000; 
provided, that nothing herein shall be construed to impair the ability of any interested party to 
object to any Professional Expenses sought by any Professional Person.  The Carve-Out shall 
be senior to the Lenders’ Liens and Claims, provided that the portion of the Carve-Out 
described in clause (1) above in the definition of “Carve-Out” that is to be senior to the 
Lenders’ Liens and Claims shall be capped at the lesser of (A) the actual aggregate amount of 
accrued but unpaid Professional Expenses incurred at any time before or on the first business 
day following delivery by DIP Lender of a Carve-Out Trigger Notice and (B) the maximum 
amount set forth in the “Carve-Out (Pre-Trigger Availability Block)” line item shown on the 
Budget that was last approved by DIP Lender on or before delivery of the Carve-Out Trigger 
Notice, but in no event shall such maximum amount exceed $2,280,000 (such capped amount 
being referred to as the “Capped Trigger Amount”).  The Carve-Out as described in clause (1) 
above shall be senior to the Noteholders’ Liens and Claims only to the extent of the amount, if 
any, by which the aggregate of all Professional Expenses included in clause (1) of this 
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paragraph exceeds the Capped Trigger Amount and shall be funded by the cash proceeds of 
Noteholder Collateral that is not DIP Collateral.  For purposes hereof, “Carve-Out Trigger 
Notice” shall mean a written notice (i) that is delivered by DIP Lender to Borrowing Debtors 
and their lead counsel in these chapter 11 cases, the United States Trustee, the Indenture 
Trustee (or any counsel for the Indenture Trustee that enters an appearance in these chapter 11 
cases), lead counsel in these chapter 11 cases for the ad hoc group of certain Pre-Petition Note 
Holders (the “Ad Hoc Group”), and lead counsel to each Committee (if more than one), and 
(ii) that informs them that the Commitment (as defined in the DIP Credit Agreement) is or has 
terminated. 

For the avoidance of doubt, and consistent, and in accordance, with paragraph 10(a) of the 
Interim DIP Order, the Carve-Out shall be senior to the Lenders’ Liens and Claims and the 
Noteholders’ Liens and Claims, provided that the portion of the Carve-Out consisting of 
Professional Expenses that is calculated with reference to clause (1) above in the definition of 
“Carve-Out” shall not be senior to the Lenders’ Liens and Claims to the extent that such 
Professional Expenses exceed in aggregate the Capped Trigger Amount; and provided further 
that the portion of the Carve-Out consisting of Professional Expenses that is calculated 
pursuant to clause (1) above in the definition of “Carve-Out” shall not be senior to the 
Noteholders’ Liens and Claims unless and to the extent such Professional Expenses exceed in 
aggregate the Capped Trigger Amount.  The portion of the Carve-Out that is senior to the 
Noteholders’ Liens and Claims (which includes only the portion of Professional Expenses in 
clause (1) of the definition of “Carve-Out” that exceeds in aggregate the Capped Trigger 
Amount) shall be satisfied from the Noteholder Collateral (exclusive of any portion thereof 
consisting of DIP Collateral) or the proceeds thereof. 

(Interim DIP Order, ¶ 10) 

Covenants 

Fed. R. Bankr. P. 
4001(c)(1)(B); 
LBR 4001-2(a)(8) 

Affirmative Covenants.  Usual and customary for financings of this type, including, without 
limitation:  permission for visits and inspections; provision of certain notices; delivery of 
financial statements, cash flow forecasts, variance reports, information with respect to the DIP 
Collateral, updated Budgets, and certain pleadings to be filed with the Court; maintenance of 
insurance, corporate books and records; compliance with laws; payment of taxes; and 
adherence to certain bankruptcy related deadlines.  (DIP Credit Agreement, § 10.1) 

Negative Covenants.  Usual and customary for financings of this type, including, without 
limitation:  restrictions on liens, investments, indebtedness, fundamental changes, changes to 
the nature of the business, disposition of assets, dividends and distributions, affiliate 
transactions, sale and leaseback transactions, tax consolidation, accounting changes, entering 
into certain restrictive agreements, amending the Indenture, hedging agreements, payment of 
certain indebtedness, modifying the DIP Orders and filing certain pleadings.  (DIP Credit 
Agreement, § 10.2) 

Limitations 

LBR 4001-2(a)(9) 

In no event shall proceeds of the DIP Facility be used to pay Professional Expenses incurred in 
connection with the assertion of or joinder in any claim, counterclaim, action, contested 
matter, objection, defense or other proceeding, the purpose of which is to seek or the result of 
which would be to obtain any order, judgment, declaration, or similar relief (a) seeking 
damages on account of any alleged cause of action against the Agent, any Pre-Petition Lender 
or DIP Lender arising on, before or after the Petition Date; (b) invalidating, setting aside, 
avoiding or subordinating, in whole or in part, any of the Pre-Petition Debt or Obligations or 
Liens and security interests in any of the Collateral granted to DIP Lender under the DIP 
Credit Agreement or the DIP Orders or to the Agent under any of the Pre-Petition Loan 
Documents; (c) declaring any of the DIP Documents or Pre-Petition Loan Documents to be 
invalid, not binding or unenforceable in any respect; (d) preventing, enjoining, hindering or 
otherwise delaying DIP Lender’s enforcement of any of the DIP Documents, the Agent’s 
enforcement of any of the Pre-Petition Loan Documents, or any realization upon any 
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Collateral (unless such enforcement or realization is in direct violation of an explicit provision 
in any of the DIP Orders); (e) declaring any Liens granted or purported to be granted under 
any of the DIP Documents or Pre-Petition Loan Documents to have a priority other than the 
priority set forth therein; (f) objecting to the amount or method of calculation by the Agent of 
the Pre-Petition Debt or any of the Obligations, or any accounting rendered by DIP Lender 
with respect to any of those obligations; or (g) seeking to use the cash proceeds of any of the 
Collateral without the prior written consent of DIP Lender.  Borrowers may use proceeds of 
Revolver Loans not to exceed $50,000 (or such greater amount as may be agreed to by DIP 
Lender in its sole discretion) in the aggregate to fund an investigation by a Committee of the 
Liens and claims of the Agent and Pre-Petition Lender.  In no event may any Revolver Loan 
proceeds be used by any Borrower to purchase or to carry, or to reduce, retire or refinance any 
Debt incurred to purchase or carry, any Margin Stock or for any related purpose that violates 
the provisions of Regulations T, U or X of the Board of Governors, or to fund any operations 
or finance any investments or activities in, or to make payments to, a Blocked Person.  (DIP 
Credit Agreement, § 2.1.3) 

Events of Default 

Fed. R. Bankr. P. 
4001(c)(1)(B); 
LBR 
4001-2(a)(10) 

Usual and customary for financings of this type, including, without limitation:  non-payment 
of principal, interest and fees; defaults under affirmative and negative covenants; breaches of 
representations and warranties; certain bankruptcy defaults; business disruptions; failure to 
comply with ERISA rules and regulations; challenges to or insufficiency of the DIP 
Documents; certain judgments against the Debtors; change of control; repudiation of or default 
under guaranty; criminal forfeiture; loss of certain certifications; dismissal or conversion of 
the bankruptcy cases; entry of an order granting superpriority claims to other creditors; non-
permitted prepetition debt payments; relief from automatic stay; failure to comply with 
bankruptcy orders; and change of deposit account instructions.  (DIP Credit Agreement, 
§ 12.1) 

Change of 
Control 

LBR 
4001-2(a)(11) 

“Change of Control” means the occurrence of any of the following:  (i) InSight Health 
Services Holdings Corp. ceases to own and control, beneficially and of record, all of the 
Equity Interests in InSight Health Services Corp.; (ii) InSight Health Services Corp. ceases to 
own and control, beneficially and of record, all of the Equity Interests in each of the 
Borrowers; (iii) all or substantially all of InSight Health Services Corp.’s assets are sold to any 
Person or related group of Persons; (iv) InSight Health Services Corp. is merged with or into a 
Person other than a Borrower; (v) any Person or related group of Persons acquires by way of a 
purchase, merger, consolidation or other business combination a majority of the Equity 
Interests entitled to vote in the election of directors of InSight Health Services Corp.; or (vi) a 
change in the majority of the board of directors of InSight Health Services Corp. unless such 
new directors were approved or nominated for election to such board of directors by the then 
majority of the board of directors of InSight Health Services Corp.  (DIP Credit Agreement, 
§ 1.1) 

Milestones 

Fed. R. Bankr. P. 
4001(c)(1)(B)(v-
vi); LBR 
4001-2(a)(12) 

The DIP Credit Agreement contains the following Plan and Sale benchmarks:5 

• Plan Benchmark #1 - On or before the date that is 60 days after the date of the 
DIP Credit Agreement, Borrowers shall file an Acceptable Plan with the Court. 

• Plan Benchmark #2 - On or before the date that is 90 days after the date of the 
DIP Credit Agreement, Borrowers shall begin to solicit votes for approval of the 
Reorganization Plan filed pursuant to Plan Benchmark #1. 

                                                 
5  As of the time of filing these chapter 11 cases, the Debtors have commenced solicitation and filed the Plan and, 

thus, have satisfied Plan Benchmark #1 and Plan Benchmark #2. 
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• Plan Benchmark #3 - On or before the date that is 150 days after the date of the 
DIP Credit Agreement, Borrowers shall seek confirmation of the Reorganization 
Plan filed pursuant to Plan Benchmark #1 by the Court. 

• Sale Benchmark #1 - On or before the date that is 60 days after the date of the 
DIP Credit Agreement, Borrowers shall file a motion with the Court sufficient to 
obtain a court-approved sale of all or substantially all of Borrowers’ assets 
pursuant to Section 363 of the Bankruptcy Code. 

• Sale Benchmark #2 - On or before the date that is 120 days after the date of the 
DIP Credit Agreement, Borrowers shall conduct the auction or sale (with 
competitive bidding) referenced in the motion filed with the Court pursuant to 
Sale Benchmark #1 and enter into an asset purchase agreement with the 
successful bidder / purchaser. 

• Sale Benchmark #3 - On or before the date that is 150 days after the date of the 
DIP Credit Agreement, Borrowers shall obtain the Court’s approval of the sale 
referenced in the motion filed with the Court pursuant to Sale Benchmark #1 to a 
Qualified Purchaser. 

(DIP Credit Agreement, § 1.1) 

Repayment 
LBR 
4001-2(a)(13) 

Payment of Principal.  The outstanding principal amounts with respect to the Revolver Loans 
shall be repaid as follows: 

• Any Revolver Loans shall be paid by Borrowers to DIP Lender, (a) upon each 
receipt by DIP Lender of any proceeds of Accounts (other than that portion 
thereof payable to physicians pursuant to PSAs), in each case to the extent of 
such proceeds, and (b) on the Commitment Termination Date. 

• Notwithstanding anything to the contrary contained in the DIP Credit 
Agreement, if an Out-of-Formula Condition shall exist, Borrowers shall on 
demand repay the outstanding Revolver Loans in an amount sufficient to reduce 
the aggregate unpaid principal amount of all Revolver Loans by an amount equal 
to such excess; and, if such payment of Base Rate Loans is not sufficient to 
eliminate the Out-of-Formula Condition, then Borrowers shall immediately 
deposit with DIP Lender for application to any outstanding Revolver Loans as 
the same become due and payable cash in an amount sufficient to eliminate such 
Out of-Formula Condition, and DIP Lender may (a) hold such deposit as cash 
security pending disbursement of same for application to the Obligations, or 
(b) if an Event of Default exists, immediately apply such proceeds to the 
payment of the Obligations. 

Payment of Interest.  Interest accrued on the Revolver Loans shall be due and payable on the 
first day of each month (for the immediately preceding month), computed through the last day 
of the preceding month, with respect to any Revolver Loan that is a Base Rate Loan.  Accrued 
interest shall also be paid by Borrowers on the Commitment Termination Date.   

(DIP Credit Agreement, § 5.2) 

Joint Liability 
LBR 
4001-2(a)(14); 
LBR 4001-2(e) 

Joint and Several Liability.  Borrowers shall be jointly and severally liable to repay the DIP 
Obligations in accordance with the DIP Credit Documents.  The DIP Obligations shall be due 
and payable, and shall be paid, as and when provided in the DIP Loan Documents and as 
provided herein, without offset or counterclaim.  In no event shall Borrowers be authorized to 
offset or recoup any amounts owed, or alleged to be owed, by DIP Lender or any Pre-Petition 
Credit Party to any Debtor or any of its subsidiaries or affiliates against any of the DIP 
Obligations unless and to the extent expressly otherwise agreed to in writing by DIP Lender.  
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No Borrower shall have any right of contribution, reimbursement or subrogation from any 
other Borrower or any other Borrower’s assets as a result of such other Borrower’s use of 
Revolver Cash Collateral or DIP Loans except for contribution rights set forth in the DIP 
Credit Agreement, and any such right of contribution as set forth in DIP Credit Agreement 
shall be an allowed claim under Section 364(c)(1) of the Bankruptcy Code, provided that all 
such contribution claims (and the Section 364(c)(1) priority accorded them) shall be junior, 
subordinate and subject to the DIP Liens, the Prepetition Revolver Liens, the Pre-Petition 
Revolver Replacement Liens and the Superpriority Claim and may not be paid unless and until 
full and final payment of all Pre-Petition Revolver Debt and Full Payment (as defined in the 
DIP Loan Agreement) of the DIP Obligations has occurred.  (Interim DIP Order, ¶ 6; DIP 
Credit Agreement, § 5.8.1) 

Acknowledge-
ments 

Fed. R. Bankr. P. 
4001(c)(1)(B)(iii); 
LBR 4001-2(f) 

Debtors’ Stipulations.  Borrowers have stipulated that (a) the Pre-Petition Loan Documents 
and Pre-Petition Note Documents constitute valid and binding agreements and obligations of 
each Debtor party thereto; (b) the Pre-Petition Revolver Liens and the Pre-Petition Noteholder 
Liens (i) constitute valid, binding, enforceable and perfected security interests and liens, are 
not subject to avoidance or subordination, and, in the case of the Pre-Petition Revolver Liens, 
are subject only to certain security interests and other liens that are expressly permitted under 
the Pre-Petition Loan Documents to have priority over the Pre-Petition Revolver Liens, and, in 
the case of the Pre-Petition Noteholder Liens, are subject only to certain security interests and 
other liens that are expressly permitted under the Pre-Petition Note Documents to have priority 
over the Pre-Petition Noteholder Liens, but in each case only to the extent such permitted liens 
are valid, enforceable, non-avoidable liens and security interests that are perfected prior to the 
Petition Date (or perfected after the Petition Date to the extent permitted by Section 546(b) of 
the Bankruptcy Code); (ii) are not subject to avoidance, reduction, disallowance, impairment 
or subordination pursuant to the Bankruptcy Code or applicable non-bankruptcy law and are 
senior in priority to the Pre-Petition Revolver Liens or Pre-Petition Noteholder Liens (as 
applicable) under applicable law after giving effect to any applicable subordination or 
intercreditor agreements; and (iii) are not subject to avoidance, impairment or subordination 
pursuant to the Bankruptcy Code or applicable non-bankruptcy law; (c) the Pre-Petition 
Revolver Debt and Pre-Petition Note Debt constitute legal, valid and binding obligations of 
each Debtor and are not subject to equitable subordination, offset, recoupment or 
recharacterization; (d) all amounts paid on or before the Petition Date by any Borrower to Pre-
Petition Credit Parties on account of the Pre-Petition Revolver Debt or to Noteholders on 
account of the Pre-Petition Note Debt are not subject to any objection, offset, defense or 
counterclaim of any kind or nature or reduction, disallowance, impairment, recharacterization 
or subordination pursuant to the Bankruptcy Code or applicable non-bankruptcy law; and (e) 
no claims in favor of any Borrower exist against any Pre-Petition Credit Parties or Pre-Petition 
Note Holders under any contract or tort (including, without limitation, lender liability) theories 
of recovery or pursuant to Section 105 or Chapter 5 (including, without limitation, Sections 
510, 544, 547, 548, 549, 550 or 553) of the Bankruptcy Code (collectively, the “Stipulations”).  
(Interim DIP Order, ¶ H) 

Automatic Stay 

Fed. R. Bankr. P. 
4001(c)(1)(B)(iv) 

Modification of Automatic Stay.  The automatic stay provisions of Section 362 of the 
Bankruptcy Code are hereby modified to the extent necessary to implement the provisions of 
this Order and the DIP Loan Documents, thereby permitting, upon at least five (5) business 
days prior written notice, (a) DIP Lender, inter alia, to receive collections of DIP Collateral for 
application to the DIP Obligations as provided in the Interim DIP Order; (b) DIP Lender or 
Indenture Trustee to file or record any UCC 1 financing statements, mortgages, deeds of trust, 
security deeds and other instruments and documents evidencing or validating the perfection of 
the DIP Liens; (c) DIP Lender or Indenture Trustee to enforce the DIP Liens as and to the 
extent authorized by the Interim DIP Order; and (d) upon the occurrence and continuation of 
an Event of Default, Indenture Trustee or the Noteholders to take any actions to enforce the 
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Prepetition Noteholder Liens in accordance with the Indenture and all related documents.  
(Interim DIP Order, ¶ 15(b); 17) 

Waivers and 
Consents 

Fed. R. Bankr. P. 
4001(c)(1)(B)(v); 
Fed. R. Bankr. P. 
4001(c)(1)(B)(vii-
x) 

Automatic Perfection of Liens. The DIP Liens, Pre-Petition Revolver Replacement Liens, 
the replacement liens provided to the Equipment Lien Creditors hereunder and Pre-Petition 
Noteholder Replacement Liens (collectively, the “DIP Order Liens”) shall be deemed valid, 
binding, enforceable and perfected with respect to all of the DIP Collateral and Prepetition 
Noteholder Collateral, as applicable, upon entry of the Interim DIP Order.  DIP Lender, 
Agent, Indenture Trustee and Equipment Lien Creditors shall not be required to file any UCC 
1 financing statements, mortgages, deeds of trust, security deeds, notices of lien or any similar 
document or take any other action (including, without limitation, possession of any of the DIP 
Collateral or any other property of a Borrower) in order to validate the perfection of any DIP 
Order Liens.  (Interim DIP Order, ¶ 12) 

Estate Claims.  In consideration of (i) DIP Lender’s agreement to provide Credit Extensions 
pursuant to the DIP Documents and (ii) the consent of the Noteholder to use of their cash 
collateral and other Prepetition Noteholder Collateral, each Debtor has waived and shall be 
barred (a) from challenging the amount, validity, extent, perfection or priority of or seeking to 
set aside, avoid, offset, subordinate or recharacterize any:  of (i) the Pre-Petition Revolver 
Debt of a Debtor or any Pre-Petition Revolver Liens in any Prepetition Revolver Collateral of 
a Debtor or (ii) the Pre-Petition Note Debt of a Debtor or any Pre-Petition Noteholder Liens in 
any Prepetition Noteholder Collateral of a Debtor; and (b) from asserting against any Pre-
Petition Credit Party, Indenture Trustee or Noteholder a claim under any contract or tort 
(including, without limitation, lender liability) theories of recovery or pursuant to Section 105 
or Chapter 5 (including, without limitation, Sections 510, 544, 547, 548, 549 or 550) of the 
Bankruptcy Code.  The Stipulations shall be binding on Borrowers, but shall be subject to the 
right of any party in interest, including, without limitation, a Committee, to the extent that 
such party has or is otherwise granted standing to do so, to commence an appropriate 
adversary proceeding or contested matter (a “Challenge”) objecting to the validity, amount or 
allowance of the Pre-Petition Revolver Debt or the Pre-Petition Note Debt or the extent, 
validity, perfection or non-avoidability of the Pre-Petition Revolver Liens in the Prepetition 
Revolver Collateral or the Pre-Petition Noteholder Liens in the Prepetition Noteholder 
Collateral or seeking disgorgement of or offset against all or part of the payment of the Pre-
Petition Revolver Debt or Pre-Petition Note Debt by a Borrower, which adversary proceeding 
or contested matter must be filed no later than the earlier to occur of (i) 60 days from the date 
of the Final Hearing, and (ii) the date of confirmation of Debtors’ chapter 11 plan (unless such 
periods are extended by Court order for cause shown, prior to expiration of any such period). 
(Interim DIP Order, ¶ 18) 

Indemnification.  In addition to and without limiting any other indemnity which Borrowers 
may have to any DIP Lender Indemnitees under any of the DIP Financing Documents, each 
Borrower hereby agrees to indemnify and defend each of the DIP Lender Indemnitees and to 
hold each of the DIP Lender Indemnitees harmless from and against any and all Claims which 
any DIP Lender Indemnitee may suffer, incur or be subject to as a consequence, directly or 
indirectly, of (a) the issuance of, payment or failure to pay or any performance or failure to 
perform under any Letter of Credit, (b) any suit, investigation or proceeding as to which DIP 
Lender is or may become a party to as a consequence, directly or indirectly, of the issuance of 
any Letter of Credit or the payment or failure to pay thereunder or (c) DIP Lender following 
any instructions of a Borrower with respect to any Letter of Credit or any Document received 
by DIP Lender with reference to any Letter of Credit.  (DIP Credit Agreement, § 2.3.4) 

Section 506(c).  Subject to entry of the Final DIP Order, in no event shall any costs or 
expenses of administration be imposed upon DIP Lender or any of the DIP Collateral pursuant 
to Section 506(c) of the Bankruptcy Code or otherwise without the prior written consent of 
DIP Lender, and no such consent shall be implied from any action, inaction or acquiescence 
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MATERIAL TERMS OF THE POSTPETITION FINANCING 

by DIP Lender; and, subject to the entry of the Final DIP Order, in no event shall any costs or 
expenses of administration be imposed upon the Pre-Petition Credit Parties or any Prepetition 
Revolver Collateral, or upon the Noteholders or any Prepetition Noteholder Collateral, 
whether pursuant to Section 506(c) of the Bankruptcy Code or otherwise, without the prior 
written consent of the Pre-Petition Credit Parties or the Noteholders, as applicable, and no 
such consent shall be implied from any action, inaction or acquiescence by the Pre-Petition 
Credit Parties or the Noteholders.  (Interim DIP Order, ¶ 5(b)) 

No Marshalling.  In no event shall DIP Lender be subject to the equitable doctrine of 
“marshaling” or any similar doctrine with respect to any DIP Collateral at any time securing 
any of the DIP Obligations; and, subject to entry of the Final DIP Order, in no event shall any 
DIP Liens be subject to any pre-petition or post petition lien or security interest that is avoided 
and preserved for the benefit of any Borrower’s estate pursuant to Section 551 of the 
Bankruptcy Code.  (Interim DIP Order, ¶ 11(e)) 

Use of Cash 
Collateral6 

Fed. R. Bankr. P. 
4001(b)(1)(B)(iii); 
LBR 4001-2(a)(1) 

Revolver Cash Collateral.  Subject to the terms of the Interim DIP Order and the DIP 
Documents, the Borrowers are authorized to use cash collateral that is secured by the DIP 
Liens and the Pre-Petition Revolver Liens in accordance with the Interim DIP Order and the 
DIP Documents.  No Cash Collateral may be used by any Debtor that is not a Borrowing 
Debtor.  (Interim DIP Order, ¶ 7) 

Extraordinary Provisions  

6. As a condition to obtaining the proposed financing, the DIP Lender has required 

and the Debtors have agreed to certain provisions that may be considered “extraordinary 

provisions” under the Court’s General Order No. M-274.  These provisions include the 

following: 

• Waiver of 506(c) Claims.  Subject to the entry of the Final DIP Order, no costs or 
expenses of administration shall be surcharged or otherwise imposed against the DIP 
Lender’s or Noteholders’ collateral under Section 506(c) of the Bankruptcy Code or 
otherwise. 

• Termination upon Relief from Stay.  An Event of Default shall occur if the Court 
shall enter an order granting to any Person other than DIP Lender relief from the 
automatic stay to foreclose upon a Lien with respect to any DIP Collateral, provided 
that (i) DIP Lender has a first priority Lien on such DIP Collateral or (ii) such relief 
from stay could not reasonably be expected to have a Material Adverse Effect on the 
ongoing business operations or financial performance of Obligors. 

                                                 
6  The requirements to include information related to the payment of prepetition debt/cross-collateralization, grant 

of a lien on certain avoidance actions, roll-ups and non-debtor affiliates set forth in Bankruptcy Rules 
4001(c)(1)(B)(ii) and 4001(c)(1)(B)(xi) and Local Bankruptcy Rules 4001-2(a)(7) and 4001-2(a)(15), 
respectively, are not applicable to this Motion. 
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• Carve Outs.  The Carve-Out shall mean the sum of (1) accrued but unpaid 
Professional Expenses incurred by Professional Persons at any time before or on the 
first business day following delivery by the DIP Lender of a Carve-Out Trigger 
Notice, whether allowed by this Court prior to or after delivery of a Carve-Out 
Trigger Notice; (2) accrued but unpaid Professional Expenses incurred by 
Professional Persons at any time after the first business day following delivery by 
DIP Lender of the Carve-Out Trigger Notice, to the extent allowed at any time, 
whether by this Order, procedural order, or otherwise, but only to the extent all such 
Professional Expenses set forth in this clause (2) do not exceed an aggregate amount 
of $1,000,000; (3) United States Trustee fees, pursuant to 28 U.S.C. § 1930; and 
(4) all reasonable fees and expenses incurred by a chapter 7 trustee under section 
726(b) of the Bankruptcy Code in an aggregate amount not exceeding $50,000; 
provided, that nothing herein shall be construed to impair the ability of any interested 
party to object to any Professional Expenses sought by any Professional Person.  The 
Carve-Out shall be senior to the Lenders’ Liens and Claims, provided that the portion 
of the Carve-Out described in clause (1) above in the definition of “Carve-Out” that is 
to be senior to the Lenders’ Liens and Claims shall be capped at the lesser of (A) the 
actual aggregate amount of accrued but unpaid Professional Expenses incurred at any 
time before or on the first business day following delivery by DIP Lender of a Carve-
Out Trigger Notice and (B) the maximum amount set forth in the “Carve-Out (Pre-
Trigger Availability Block)” line item shown on the Budget that was last approved by 
DIP Lender on or before delivery of the Carve-Out Trigger Notice, but in no event 
shall such maximum amount exceed $2,280,000.  The Carve-Out as described in 
clause (1) above shall be senior to the Noteholders’ Liens and Claims only to the 
extent of the amount, if any, by which the aggregate of all Professional Expenses 
included in clause (1) of this paragraph exceeds the Capped Trigger Amount and shall 
be funded by the cash proceeds of Noteholder Collateral that is not DIP Collateral.   

For the avoidance of doubt, and consistent, and in accordance, with paragraph 10(a) 
of the Interim DIP Order, the Carve-Out shall be senior to the Lenders’ Liens and 
Claims and the Noteholders’ Liens and Claims, provided that the portion of the 
Carve-Out consisting of Professional Expenses that is calculated with reference to 
clause (1) above in the definition of “Carve-Out” shall not be senior to the Lenders’ 
Liens and Claims to the extent that such Professional Expenses exceed in aggregate 
the Capped Trigger Amount; and provided further that the portion of the Carve-Out 
consisting of Professional Expenses that is calculated pursuant to clause (1) above in 
the definition of “Carve-Out” shall not be senior to the Noteholders’ Liens and 
Claims unless and to the extent such Professional Expenses exceed in aggregate the 
Capped Trigger Amount.  The portion of the Carve-Out that is senior to the 
Noteholders’ Liens and Claims (which includes only the portion of Professional 
Expenses in clause (1) of the definition of “Carve-Out” that exceeds in aggregate the 
Capped Trigger Amount) shall be satisfied from the Noteholder Collateral (exclusive 
of any portion thereof consisting of DIP Collateral) or the proceeds thereof. 

• Relief from the Automatic Stay.  The automatic stay provisions of section 362 of the 
Bankruptcy Code are hereby modified to the extent necessary to implement the 
provisions of this Order and the DIP Loan Documents, thereby permitting, upon at 
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least five (5) business days prior written notice, (a) DIP Lender, inter alia, to receive 
collections of DIP Collateral for application to the DIP Obligations as provided in the 
Interim DIP Order; (b) DIP Lender or Indenture Trustee to file or record any UCC 1 
financing statements, mortgages, deeds of trust, security deeds and other instruments 
and documents evidencing or validating the perfection of the DIP Liens; (c) DIP 
Lender or Indenture Trustee to enforce the DIP Liens as and to the extent authorized 
by the Interim DIP Order; and (d) upon the occurrence and continuation of an Event 
of Default, Indenture Trustee or the Noteholders to take any actions to enforce the 
Prepetition Noteholder Liens in accordance with the Indenture and all related 
documents. 

• Credit Bidding.  No plan of reorganization or liquidation, nor any order entered in 
connection with a sale of assets under Section 363 of the Bankruptcy Code or 
otherwise, shall limit or otherwise restrict the right of DIP Lender to submit a credit 
bid for all or any part of the DIP Collateral. 

Certification of Budget Pursuant to Local Bankruptcy Rule 4001-2(h) 

7. As set forth more fully in the DIP Documents, the Debtors’ access to Revolver 

Cash Collateral and availability under the DIP Facility will be subject to the Budget.  The 

Debtors and their advisors believe that the Budget will be adequate, considering all available 

assets, to pay all administrative expenses due or accruing during the period covered by the DIP 

Facility and the Budget. 

Background 

8. The Debtors and their affiliates are a leading diagnostic medical imaging services 

provider that own and operate a network of 62 fixed-site imaging centers and 104 mobile 

facilities in more than 30 states.  Through their imaging centers and mobile facilities, the Debtors 

provide magnetic resonance imaging, ultrasound, x-ray and other diagnostic imaging services 

that generate representations of internal anatomy used by physicians for the diagnosis of certain 

medical conditions. 

9. Through a prior restructuring, the Debtors converted their subordinated unsecured 

debt into common equity and, thereby, reduced their debt service costs and preserved liquidity.  
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The Debtors believed, at that time, that they would be able to maintain competitive operations 

without the need for further deleveraging.  However, as with other businesses and individuals, 

the significant economic downturn of 2008 and 2009, the effects of which are still felt today, 

reduced demand for the Debtors’ services, making it necessary for the Debtors to further 

restructure their debt obligations. 

10. As discussed above, beginning in the fall of 2010, the Debtors engaged in 

discussions with their revolving loan agent and major senior secured noteholders regarding a 

consensual debt restructuring.  Prior to filing these chapter 11 cases, the Debtors successfully 

negotiated and obtained agreement from their major creditor constituents to the restructuring and 

exchange embodied in their prepackaged chapter 11 plan, filed contemporaneously herewith (as 

may be amended from time to time, the “Plan”). 

11. The proposed prepackaged plan converts all of the Debtors’ senior secured notes 

into new common equity, eliminating more than $290 million of debt.  The plan also leaves the 

Debtors’ general unsecured creditors unimpaired and provides them with a full recovery on their 

general unsecured claims.  In connection with receiving their plan distribution, the senior secured 

noteholders will convey warrants to acquire two percent of the new common stock exercisable 

when the enterprise value reaches a certain threshold to the Debtors’ existing equity holders.   

12. The Debtors launched solicitation of their plan prior to filing these chapter 11 

cases to holders of the senior secured notes — the only class of claims or interests entitled to 

vote on the plan.  As of the time of filing these chapter 11 cases, senior secured noteholders 

holding over two-thirds of the outstanding amount of the notes have voted to accept the plan.  

The Debtors expect to obtain further acceptance of the plan by the proposed December 27, 2010 

voting deadline and anticipate confirming the plan expeditiously. 
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13. On the date hereof (the “Petition Date”), each of the Debtors filed a petition with 

the Court under chapter 11 of the Bankruptcy Code to effectuate the prepackaged plan, enhance 

liquidity and solidify their long-term growth prospects and operating performance.  The Debtors 

are operating their businesses and managing their properties as debtors in possession pursuant to 

sections 1107(a) and 1108 of the Bankruptcy Code.  No request for the appointment of a trustee 

or examiner has been made in these chapter 11 cases, and no committees have been appointed or 

designated.  Concurrently with the filing of this Motion, the Debtors have requested procedural 

consolidation and joint administration of these chapter 11 cases. 

A. Prepetition Indebtedness.7 

14. The Debtors’ principal capital structure consists of an asset-backed revolving 

credit facility, senior secured notes, certain equipment financing debt and equity interests.  As of 

the Petition Date, the Debtors have incurred aggregate funded secured debt obligations of 

approximately $295 million, consisting of the Debtor’s revolving credit facility, senior secured 

notes and certain equipment financing debt.  The following summarizes the secured (or allegedly 

secured) indebtedness pursuant to which certain of the Debtors are either borrowers or 

guarantors. 

1. Revolving Credit Facility. 

15. The Debtors are party to that certain Second Amended and Restated Loan and 

Security Agreement dated as of August 31, 2007 (the “Revolving Credit Agreement”) by and 

among the Debtors and Bank of America, as collateral and administrative agent (in such capacity 

and in its capacity as lender under the Revolving Credit Agreement, the “Agent”), and the 
                                                 
7  The descriptions of the Debtors’ prepetition debt obligations and the collateral securing those facilities provided 

herein does not constitute, and should not be construed as, an admission by the Debtors regarding the validity, 
priority, enforceability, perfection or amount of any obligation, claim, guarantee, lien, mortgage, pledge or other 
security interest or any other fact with respect thereto, and the Debtors reserve all rights to challenge or dispute 
any of the foregoing on any basis whatsoever. 
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lenders from time to time party thereto, under which the Debtors had access to an asset-based 

revolving credit facility of up to $30 million that matures in June 2011 (as amended, 

supplemented or otherwise modified from time to time and as in effect as of the Petition Date, 

the “Revolving Credit Facility”). 

16. As of the Petition Date, the outstanding principal balance of the Revolving Credit 

Facility was approximately $1.65 million, comprised entirely of borrowings to cover certain 

letter-of-credit obligations of the Debtors.  The Revolving Credit Facility is secured by certain 

ordinary-course accounts receivables and certain cash accounts of the Debtors (the “Prepetition 

Revolver Collateral”), which collateral is excluded from the collateral package securing the 

Senior Secured Notes (as defined herein).  The Senior Secured Notes are not secured by any lien 

on the Debtors’ accounts receivables and related cash accounts and other assets that are collateral 

for the Debtors’ revolving loan lenders under the Revolving Credit Facility. 

17. On September 20, 2010, the Debtors entered into that certain First Amendment to 

Second Amended and Restated Loan and Security Agreement, an amendment to and forbearance 

with respect to defaults under the Revolving Credit Facility, pursuant to which the Agent agreed 

to forbear from enforcing the default under such agreement and allow the Debtors full access to 

the Revolving Credit Facility until December 1, 2010, which was subsequently extended by a 

further amendment.  The amendments also reduced the total commitment of the Revolving 

Credit Facility from $30 million to $20 million. 

2. Senior Secured Notes. 

18. Pursuant to that certain indenture dated as of September 22, 2005 (along with all 

related documents, as amended from time to time, the “Indenture”), Debtor InSight Health 

Services Corp. issued those certain senior secured floating rate notes due 2011 (collectively, the 

“Senior Secured Notes”) in the original principal amount of $300 million.  U.S. Bank, N.A., is 
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the trustee for the Senior Secured Notes (in its capacity as such, the “Indenture Trustee,” and 

together with the other holders of Senior Secured Notes, the “Noteholders”), and the Senior 

Secured Notes are guaranteed by each of the Debtors other than issuer InSight Health Services 

Corp. 

19. As of the Petition Date, the outstanding principal balance of the Senior Secured 

Notes was approximately $293,500,000.  The Senior Secured Notes are secured by substantially 

all of the Debtors’ assets (but, as noted above, are not secured by, among certain other assets, the 

Debtors’ ordinary-course receivables and related cash accounts and other assets securing the 

Revolving Credit Facility) (the “Prepetition Noteholder Collateral”). 

20. On November 1, 2010, the Debtors determined not to make the approximately 

$4.2 million quarterly interest payment on the Senior Secured Notes.  The missed payment began 

the 30-day grace period under the Indenture, which time the Debtors used to continue to engage 

certain of the Noteholders regarding the Debtors’ proposed restructuring.  After extensive 

negotiations throughout November 2010, the Debtors entered into a restructuring support 

agreement (together with an attached chapter 11 plan term sheet) with certain of their major 

Noteholders, pursuant to which those Noteholders agreed to forego from enforcing rights or 

remedies and from asserting any claims under or with respect to the Senior Secured Notes or the 

Indenture while plan negotiations continued into December 2010.  Ultimately, the Debtors, their 

Noteholders and the Agent under the Revolving Credit Facility agreed on the terms of a potential 

restructuring, which are embodied in the Debtors’ prepackaged chapter 11 Plan that was 

distributed for solicitation prior to the Petition Date. 

3. Equipment Finance Debt. 

21. Pursuant to certain secured equipment financing arrangements, the Debtors have 

issued certain secured promissory notes to certain equipment manufacturers (collectively, the 
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“Equipment Lien Creditors”) in the outstanding aggregate amount of approximately 

$1.26 million.  The Debtors’ equipment finance notes are secured by purchase money security 

interests in the underlying medical imaging equipment (collectively, the “Equipment Collateral,” 

and together with the Prepetition Revolver Collateral and the Prepetition Noteholder Collateral, 

the “Prepetition Collateral”) and amortized by periodic payments pursuant to the particular 

financing arrangements. 

4. Equity Interests. 

22. Parent Debtor InSight Health Services Holdings Corp.’s common stock is not 

traded on any stock exchange but rather is traded on an over-the-counter basis under the symbol 

ISGT.  As of the Petition Date, the Debtors had approximately 8,644,444 shares of common 

stock outstanding.  The Debtors do not have any preferred stock outstanding. 

B. The Debtors’ Efforts to Obtain Postpetition  
Financing and Use of Revolver Cash Collateral.8 

23. To reduce their debt load, in the summer of 2010, the Debtors retained Jefferies & 

Company, Inc. (“Jefferies”) as their investment banker and financial advisor, to explore strategic 

alternatives.9  Together they evaluated several alternatives, including asset sales, out-of and 

in-court debt for equity exchanges and a chapter 11 restructuring.  By September 2010, the 

Debtors and their advisors decided that a debt for equity exchange involving the Senior Secured 

Notes would present the most effective method to significantly reduce the Debtors’ leverage and 

improve liquidity.  Moreover, because the Noteholders were relatively concentrated, the Debtors 

                                                 
8  Pursuant to Local Bankruptcy Rule 4001-2(b), this subsection describes the Debtors’ efforts to obtain financing, 

the basis on which the Debtors determined that the proposed financing is on the best terms available and the 
material facts bearing on the issue of whether the credit is being extended in good faith. 

9 The Debtors have sought approval of their retention of Jefferies as their investment banker and financial advisor 
pursuant to the Debtors’ Application for Entry of an Order Authorizing the Employment and Retention of 
Jefferies & Company, Inc. as Investment Banker and Financial Advisor for the Debtors and Debtors in 
Possession Effective Nunc Pro Tunc to Petition Date, filed contemporaneously herewith. 
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and their advisors believed that the most efficient method for accomplishing this transaction 

would have been an out-of-court exchange.   

24. With this in mind, the Debtors, with the assistance of Jefferies, approached certain 

Noteholders regarding the possibility of executing an out-of-court debt for equity exchange.  

Despite weeks of discussions, ultimately, the Debtors realized that they would not be able to 

obtain the near 100% consent necessary to execute an out-of-court exchange offer.  To conserve 

cash while continuing to explore achievable strategic alternatives, the Debtors determined not to 

make the approximately $4.2 million quarterly interest payment on the Senior Secured Notes, 

starting the 30-day grace period (which was subsequently extended through forbearances).  At 

this point, it became clear that the most feasible de-leveraging option for the Debtors was a 

chapter 11 restructuring effected through the prepackaged Plan. 

25. To ensure that the Debtors maintain sufficient liquidity to finance their operations 

during their chapter 11 cases, the Debtors and their advisors determined that they required debtor 

in possession financing.  After evaluating their cash needs, the Debtors concluded that the 

required postpetition financing facility would be smaller than the prepetition Revolving Credit 

Facility.  Neither Bank of America nor the Noteholders indicated that they had any willingness to 

be primed on their respective collateral by a third party lender nor were they willing to extend 

credit on an unsecured basis.  However, the Debtors received indications of interest from each of 

Bank of America and one of its larger Noteholders to provide debtor in possession financing.     

26. Additionally, and significantly, nearly all of the Debtors bank accounts are held at 

Bank of America, which indicated that it may not be willing to continue its banking relationship 

with the Debtors if it was not providing postpetition financing.10  Further, the Debtors and their 

                                                 
10  As described in the Debtors’ Motion for Entry of Interim and Final Orders (A) Authorizing the Debtors to (1) 

Continue Using the Cash Management System, (2) Maintain Existing Bank Accounts and Business Forms and 
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advisors believed that consent to use of Bank of America’s Revolver Cash Collateral was 

premised in part upon the Bank of America providing the Debtors’ postpetition financing, which 

consent may not have been obtained otherwise.  As noted in the Cash Management Motion, it 

would be extremely difficult for the Debtors to move their cash management system to an 

alternate bank.  Indeed, the industry in which the Debtors operate is highly regulated.  For 

instance, Medicare and state Medicaid regulations require businesses such as the Debtors to 

maintain separate bank accounts for each of their locations.  If the Debtors were forced to change 

the bank accounts associated with these locations, due to a change in their banking relationship 

with Bank of America or otherwise, they likely would be required to apply for new billing 

numbers under Medicare.  This change could be devastating to the Debtors business as this 

process could take more than 180 days, in which time, Medicare could withhold reimbursement 

payments from the Debtors for services provided to customers in their retail business segment or 

refuse to pay the Debtors for such services altogether as provided by Medicare regulations.  Once 

aware of these circumstances, the Noteholder ceased pursuing opportunities to provide the 

Debtors with postpetition financing.   

27. Because of (a) the relatively small size of the DIP Facility and, notably, that all 

but one of the Debtors’ bank accounts are maintained at Bank of America (and serve as collateral 

under the Revolving Credit Facility), (b) Bank of America’s and the Noteholders’ resistance to 

being primed on their respective collateral, (c) the complexity of regulations surrounding the 

Debtors’ business and (d) the impending expiration of the 30-day grace period, the Debtors and 

Jefferies believe that the Bank of America proposal was the only real option under the 

                                                                                                                                                             
(3) Maintain Existing Investment Practices, and (B) Authorizing the Debtors to Continue Intercompany 
Arrangements and Granting Postpetition Intercompany Claims Administrative Expense Priority (the “Cash 
Management Motion”), filed contemporaneously herewith, all of the Debtors’ cash accounts are with Bank of 
America, N.A., including the account holding certain collateral for the Senior Secured Notes. 
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circumstances.  In addition, the Debtors and their advisors believe that entry into the DIP Facility 

will facilitate the Debtors’ obtaining an exit facility from the DIP Lender. 

28. As discussed in the Merola Declaration, the Debtors and Jefferies believe that the 

terms of the DIP Facility and the use of Revolver Cash Collateral are consistent with the market.  

Specifically, they believe that the fees and interest rates associated with the DIP Facility are 

reasonable under the circumstances and there is no cross-over of collateral.  Through the DIP 

Facility, the Debtors and their advisors obtained Bank of America’s and the Noteholders’ support 

for the relief requested herein, including consent to the use of Revolver Cash Collateral and the 

adequate protection packages provided by the Debtors.  In sum, the Debtors believe that the DIP 

Facility (a) provides the most advantageous terms to the Debtors and their estates under the 

circumstances and in light of the Debtors’ immediate liquidity need, (b) causes the least 

disruption to their business, (c) is on market terms and (d) facilitates the Debtors’ restructuring 

efforts.  Significantly, the proposed DIP Facility which was negotiated at arm’s-length and in 

good faith is a key element of a prepackaged Plan where the overwhelming majority of the 

Debtors’ creditors are paid in full.     

29. Further, a new lender would likely need to conduct significant diligence prior to 

committing financing.  Indeed, another party would be added to the negotiating table in a case 

where there was little time to come to a consensus on a chapter 11 plan.  Simply put, the Debtors 

did not (a) have sufficient time to qualify and vet additional lenders prior to the expiration of the 

30-day grace period and (b) wish to jeopardize their cash flows and cash management system 

given Medicare’s restrictions.  The Debtors and their advisors realized that entertaining a 

proposal for postpetition financing other than from Bank of America or one or more of the 

Noteholders would be highly disruptive to the Debtors’ business, substantially erode value and 
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greatly impair the Debtors’ ability to achieve a swift restructuring that preserves value.  

Accordingly, the Debtors selected Bank of America as their postpetition lender.   

C. Use of DIP Financing. 

30. The proceeds of the DIP Facility will be used:  (a) for general working capital 

purposes not otherwise prohibited by the DIP Credit Agreement; (b) to fund costs of 

administration of the Chapter 11 Cases; (c) to pay all fees and expenses provided under the DIP 

Credit Agreement and authorized by the Court; (d) making adequate protection payments to 

prepetition secured lenders; (e) to pay amounts owing to the Agent under the Revolving Credit 

Agreement; and (f) for such other purposes as permitted under the DIP Credit Agreement. 

Basis for Relief 

A. The Debtors Should be Authorized to Obtain  
Postpetition Financing through the DIP Documents. 

1. Entering into the DIP Documents Is an 
Exercise of the Debtors’ Sound Business Judgment. 

31. For the reasons set forth in greater detail below, the Court should authorize the 

Debtors to enter into the DIP Documents, and obtain access to the DIP Facility and the Revolver 

Cash Collateral, as an exercise of the Debtors’ sound business judgment. 

32. Section 364 of the Bankruptcy Code authorizes a debtor to obtain secured or 

superpriority financing under certain circumstances as described in greater detail below.  

Provided that an agreement to obtain secured credit 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 sound business judgment in obtaining such credit.  See, e.g., In re Barbara 

K. Enters., Inc., No. 08-11474, 2008 WL 2439649, at *14 (Bankr. S.D.N.Y. June 16, 2008) 

(explaining that courts defer to a debtor’s business judgment “so long as a request for financing 

does not ‘leverage the bankruptcy process’ and unfairly cede control of the reorganization to one 
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party in interest.”); In re Ames Dep’t Stores, Inc., 115 B.R. 34, 40 (Bankr. S.D.N.Y. 1990) 

(“[c]ases consistently reflect that the court’s discretion under section 364 [of the Bankruptcy 

Code] is to be utilized on grounds that permit [a debtor’s] reasonable business judgment to be 

exercised so long as the financing agreement does not contain terms that leverage the bankruptcy 

process and powers or its purpose is not so much to benefit the estate as it is to benefit a party-in-

interest.”); In re Farmland Indus., Inc., 294 B.R. 855, 881 (Bankr. W.D. Mo. 2003) (noting that 

approval of postpetition financing requires, inter alia, an exercise of “sound and reasonable 

business judgment.”). 

33. Furthermore, in determining whether the Debtors have exercised sound business 

judgment in deciding to enter into the DIP Documents, the Court should consider the economic 

terms of the DIP Facility in light of current market conditions.  See Transcript of Record at 734 

35:24, In re Lyondell Chem. Co., No. 09-10023 (Bankr. S.D.N.Y. Mar. 5, 2009) (recognizing 

“the terms that are now available for DIP facilities in the current economic environment aren’t as 

desirable” as in the past).  Moreover, the Court may appropriately take into consideration non-

economic benefits to the Debtors offered by a proposed postpetition facility.  For example, in In 

re ION Media Networks, Inc., the Bankruptcy Court for the Southern District of New York held 

that: 

Although all parties, including the Debtors and the Committee, are 
naturally motivated to obtain financing on the best possible terms, 
a business decision to obtain credit from a particular lender is 
almost never based purely on economic terms.  Relevant features 
of the financing must be evaluated, including non-economic 
elements such as the timing and certainty of closing, the impact on 
creditor constituencies and the likelihood of a successful 
reorganization.  This is particularly true in a bankruptcy setting 
where cooperation and establishing alliances with creditor groups 
can be a vital part of building support for a restructuring that 
ultimately may lead to a confirmable reorganization plan.  That 
which helps to foster consensus may be preferable to a notionally 
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better transaction that carries the risk of promoting unwanted 
conflict. 

No. 09-13125, 2009 WL 2902568, at *4 (Bankr. S.D.N.Y. July 6, 2009). 

34. The Debtors’ execution of the DIP Documents is an exercise of their sound 

business judgment that warrants approval by the Court.  Prior to the Petition Date, the Debtors 

and their advisors undertook an analysis of the Debtors’ projected financing needs during the 

pendency of a chapter 11 case, and determined that the Debtors would require postpetition 

financing to support their operational and restructuring activities.  Accordingly, the Debtors 

negotiated the DIP Documents with the DIP Lender in good faith, at arm’s-length, and with the 

assistance of their advisors, in order to obtain the required postpetition financing on terms 

favorable to the Debtors.  Based on the advice of counsel and other professionals, and the 

Debtors’ own analysis, the Debtors have determined in their sound business judgment that the 

DIP Documents provide the most favorable terms under the circumstances. 

35. Specifically, as noted above, the DIP Facility will provide the Debtors with access 

to necessary funding immediately after entry of the Interim DIP Order only to the extent 

necessary to avoid immediate and irreparable harm as set forth in the Budget, and up to an 

aggregate amount of $15 million after entry of the Final DIP Order, which the Debtors and their 

advisors have independently determined should be sufficient to support the Debtors’ ongoing 

operations and reorganization activities through the pendency of these chapter 11 cases.  

Additionally, the Interim DIP Order provides the Debtors with access to Revolver Cash 

Collateral, which relieves the Debtors of the cost of borrowing additional amounts to replace that 

cash.   

36. As importantly, the Debtors negotiated the DIP Facility as an integral part of a 

consensual restructuring of the Debtors’ principal prepetition obligations with the Ad Hoc Group 
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resulting in the Plan.  As detailed in the Merola Declaration, the Ad Hoc Group supports the DIP 

Facility, which resulted from numerous discussions regarding the Plan and the Debtors’ 

restructuring objectives.  The DIP Documents are a reflection of the Ad Hoc Group’s support for 

the Debtors’ restructuring plans, which is critical to the Debtors’ ability to expeditiously and 

successfully conclude these chapter 11 cases.  Accordingly, entering into the DIP Documents 

constitutes an exercise of the Debtors’ sound business judgment that should be approved by the 

Court. 

2. The Debtors Should be Authorized to Obtain  
Postpetition Financing on a Senior Secured and Superpriority Basis. 

37. Section 364 of the Bankruptcy Code authorizes a debtor to obtain, in certain 

circumstances, postpetition financing on a secured or superpriority basis, or both.  Specifically, 

section 364(c) of the Bankruptcy Code provides, in pertinent part, that the Court, after notice and 

a hearing, may authorize a debtor that is unable to obtain credit allowable as an administrative 

expense under section 503(b)(1) of the Bankruptcy Code to obtain credit or incur debt: 

(1)  with priority over any or all administrative expenses of the 
kind specified in section 503(b) or 507(b) of [the Bankruptcy 
Code]; 

(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). 

38. To satisfy the requirements of section 364(c) of the Bankruptcy Code, a debtor 

need only demonstrate “by a good faith effort that credit was not available” to the debtor on an 

unsecured or administrative expense basis.  Bray v. Shenandoah Fed. Savs. & Loan Ass’n (In re 

Snowshoe Co.), 789 F.2d 1085, 1088 (4th Cir. 1986).  “The statute imposes no duty to seek 
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credit from every possible lender before concluding that such credit is unavailable.”  Id.; see also 

Pearl-Phil GMT (Far East) Ltd. v. Caldor Corp., 266 B.R. 575, 584 (S.D.N.Y. 2001) 

(superpriority administrative expenses authorized where debtor could not obtain credit as an 

administrative expense).  When few lenders are likely to be able and willing to extend the 

necessary credit to a debtor, “it would be unrealistic and unnecessary to require [the debtor] to 

conduct such an exhaustive search for financing.”  In re Sky Valley, Inc., 100 B.R. 107, 113 

(Bankr. N.D. Ga. 1988), aff’d sub nom., Anchor Savs. Bank FSB v. Sky Valley, Inc., 99 B.R. 

117, 120 n. 4 (N.D. Ga. 1989); see also Ames Dep’t Stores, 115 B.R. at 40 (approving financing 

facility and holding that the debtor made reasonable efforts to satisfy the standards of section 

364(c) where it approached four lending institutions, was rejected by two, and selected the most 

favorable of the two offers it received). 

39. As described above, the Debtors had a limited amount of time to obtain 

postpetition financing before their 30-day grace period ended.  Due to the time constraints and 

the regulations imposed on the Debtors by Medicare and Medicaid, the universe of lenders who 

could commit to meet the Debtors’ postpetition financing requirements was limited.  Bank of 

America’s role as the Agent under the Revolving Credit Agreement and holder of a vast majority 

of bank accounts was a significant factor in the decision-making process.  Since any postpetition 

financing would likely require priming of the Agent and/or the Noteholders, the Debtors required 

that any postpetition lender have the ability to work with and gain the cooperation of the Agent 

and the Noteholders.  The DIP Lender was one of only a few lenders that had an established 

relationship with the Debtors, the Agent and the Noteholders, but also already was familiar with 

the operations and the complex regulatory framework within which the Debtors’ operate and, 

thus, could quickly provide the Debtors with the necessary financing. 



 

 34 
K&E 17972811 

40. Therefore, because of the Debtors’ need for cash and the complexity of their 

collateral base, the impracticability of pursuing numerous prospective lenders and the up-front, 

out-of-pocket costs of obtaining new financing, the Debtors determined that the DIP Lender’s 

proposal was the best option available under the circumstances. 

41. Moreover, the Debtors’ significant secured debt and lack of unencumbered assets 

precludes them from obtaining postpetition financing in the amount they require on terms other 

than on a secured and superpriority basis.  Notably, as requested by the United States Trustee for 

the Southern District of New York, superpriority claims granted pursuant to the DIP Orders shall 

not be paid from the proceeds of avoidance actions. 

3. The Debtors Should be Authorized to Obtain 
Postpetition Financing Secured by First Priority Priming Liens. 

42. In addition to authorizing financing under section 364(c) of the Bankruptcy Code, 

courts also may authorize a debtor to obtain postpetition credit secured by a lien that is senior or 

equal in priority to existing liens on the encumbered property, without the consent of the existing 

lienholders, if the debtor cannot otherwise obtain such credit and the interests of existing 

lienholders are adequately protected.  See 11 U.S.C. § 364(d)(1). 

43. When determining whether to authorize a debtor to obtain credit secured by a 

“priming” lien as authorized by section 364(d) of the Bankruptcy Code, courts focus on whether 

the transaction will enhance the value of the Debtors’ assets.  Courts consider a number of 

factors, including, without limitation: 

(a) whether alternative financing is available on any other basis (i.e., whether 
any better offers, bids or timely proposals are before the court); 

(b) whether the proposed financing is necessary to preserve estate assets and 
is necessary, essential and appropriate for continued operation of the 
debtors’ business; 
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(c) whether the terms of the proposed financing are reasonable and adequate 
given the circumstances of both the debtors and proposed lender(s); and 

(d) whether the proposed financing agreement was negotiated in good faith 
and at arm’s length and entry therein is an exercise of sound and 
reasonable business judgment and in the best interest of the debtor’s estate 
and its creditors; and 

(e) whether the proposed financing agreement adequately protects prepetition 
secured creditors. 

See, e.g., Ames Dep’t Stores, 115 B.R. at 37–39; Bland v. Farmworker Creditors, 308 B.R. 109, 

113-14 (S.D. Ga. 2003); Farmland Indus., 294 B.R. at 862–79, In re Lyondell Chem. Co., 

No. 09-10023 (Bankr. S.D.N.Y. Mar. 5, 2009); Barbara K. Enters., 2008 WL 2439649 at *10; 

see also 3 Collier on Bankruptcy ¶ 364.04[1] (16th ed.).  The DIP Documents satisfy each of 

these factors. 

44. First, as described above, the Debtors and their advisors ultimately determined 

that the DIP Lender offered the best option for obtaining the postpetition financing the Debtors 

require.  The Debtors conducted arm’s-length negotiations with the DIP Lender regarding the 

terms of the DIP Facility, and those agreements reflect the most favorable terms on which the 

DIP Lender was willing to offer financing.  Notably, the DIP Liens will only prime the liens 

securing the Prepetition Revolver Collateral (as well as other liens held by Bank of America or 

its affiliates) and will not prime liens securing the Prepetition Noteholder Collateral.   

45. Second, the Debtors need the funds to be provided under the DIP Facility to 

ensure that the value of their estates is preserved for the benefit of all creditors and other parties 

in interest.  Absent the DIP Facility and use of the Revolver Cash Collateral, the Debtors will be 

unable to operate their business or prosecute their chapter 11 cases, and may be required to 

immediately shut down their operations, which will threaten the Debtors’ significant going 

concern value.  Providing the Debtors with the liquidity necessary to preserve their going 
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concern value through the pendency of these chapter 11 cases is in the best interest of all 

stakeholders. 

46. Third, upon entry of the Final DIP Order, the DIP Facility will provide the 

Debtors with access to $15 million in postpetition financing, which, as discussed in detail in the 

Merola Declaration, the Debtors and their advisors have independently determined is sufficient 

and necessary to allow the Debtors to maintain their operations and their relationships with key 

constituents notwithstanding the commencement of these chapter 11 cases.  Further, the DIP 

Facility provides the Debtors with use of the Revolver Cash Collateral, which will maintain the 

Debtors’ ability to access liquidity in the same accounts as prior to the Petition Date, without the 

disruption or delay that would result if the Debtors were required to set aside that cash and re-

fund their accounts with new postpetition borrowings.  Accordingly, the terms of the DIP 

Documents are reasonable and adequate to support the Debtors’ operations and restructuring 

activities through the pendency of these chapter 11 cases. 

47. Fourth, as described in greater detail above and in the Merola Declaration, the 

Debtors and the DIP Lender negotiated the DIP Documents in good faith and at arm’s-length, 

and the Debtors’ entry into the DIP Documents is an exercise of their sound business judgment 

and is in the best interests of their estates, creditors and other parties in interest. 

48. Fifth, as described below, the Debtors will provide adequate protection for the 

Agent’s and the Noteholders’ interests in the Prepetition Collateral in a manner consistent with 

the terms agreed to by such parties. 

4. The Interests of the Agent, the Noteholders  
and the Equipment Lien Creditors Are Adequately Protected. 

49. A debtor may obtain postpetition credit “secured by a senior or equal lien on 

property of the estate that is subject to a lien only if” the debtor, among other things, provides 
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“adequate protection” to those parties whose liens are primed.  See 11 U.S.C. § 364(d)(1)(B).  

What constitutes adequate protection is decided on a case-by-case basis, and adequate protection 

may be provided in various forms, including payment of adequate protection fees, payment of 

interest, or granting of replacement liens or administrative claims.  See, e.g., In re Mosello, 

195 B.R. 277, 289 (Bankr. S.D.N.Y. 1996) (“the determination of adequate protection is a fact-

specific inquiry . . . left to the vagaries of each case”); In re Beker Indus. Corp., 58 B.R. 725, 736 

(Bankr. S.D.N.Y. 1986) (the application of adequate protection “is left to the vagaries of each 

case, but its focus is protection of the secured creditor from diminution in the value of its 

collateral during the reorganization process”). 

50. The Debtors believe that each of their secured creditors is adequately protected.  

Specifically, the Adequate Protection Obligations consist of: 

a. as adequate protection for the Debtors use of Revolver Cash Collateral and 
other Prepetition Revolver Collateral, the Agent has consented to, and 
shall receive, the Pre-Petition Revolver Replacement Liens, payment of 
the Agent’s fees and expenses and superpriority administrative expense 
claims (not to be paid from avoidance action proceeds) to the extent of any 
diminution in value of the Prepetition Revolver Collateral, subject to the 
Carve-Out;  

b. as adequate protection for the Debtors use of the Prepetition Noteholder 
Collateral (excluding cash collateral), the Ad Hoc Group has consented to, 
and shall receive, the Pre-Petition Noteholder Replacement Liens, 
payment of the Indenture Trustee’s fees and expenses and superpriority 
administrative expense claims (not to be paid from avoidance action 
proceeds) to the extent of any diminution in value of the Prepetition 
Noteholder Collateral, subject to the Carve-Out; and 

c. as adequate protection for the Debtors use of the Equipment Collateral, the 
Equipment Lien Creditors shall receive replacement liens on their 
collateral and continued ordinary course payments on account of their 
capital leases to the extent of any diminution in value of the Equipment 
Collateral. 

51. The Adequate Protection Obligations summarized above and set forth in the 

Interim DIP Order are fair and reasonable, and are sufficient to satisfy the requirements of 
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section 364(d)(1)(B) of the Bankruptcy Code.  Significantly, the Agent and the Ad Hoc Group 

(which represents Noteholders holding over 50% of the amount of Senior Secured Notes 

outstanding) have consented to the adequate protection.11  Accordingly, the Court should find 

that the Adequate Protection Obligations are fair and reasonable, and satisfy the requirements of 

section 364(d)(1)(B) of the Bankruptcy Code. 

B. The Debtors Should be Authorized to Use the Revolver Cash Collateral. 

52. Section 363(c) of the Bankruptcy Code restricts a debtor’s use of a secured 

creditor’s cash collateral.  Specifically, that provision provides, in pertinent part, that: 

The trustee 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 [363]. 

11 U.S.C. § 363(c)(2).  Further, section 363(e) provides that “on request of an entity that has an 

interest in property . . . proposed to be used, sold or leased, by the trustee, the court, with or 

without a hearing, shall prohibit or condition such use, sale, or lease as is necessary to provide 

adequate protection of such interest.”  11 U.S.C. § 363(e). 

53. The Debtors have satisfied the requirements of sections 363(c)(2) and (e), and 

should be authorized to use the Revolver Cash Collateral.  First, pursuant to the DIP Documents 

and the Interim DIP Order, the DIP Lender has consented to the Debtors’ use of the Revolver 

Cash Collateral.  Second, the Agent’s interests in the Revolver Cash Collateral are adequately 

                                                 
11  Pursuant to the Indenture, the Ad Hoc Group, which holds over 50% of the outstanding amount of the Senior 

Secured Notes, has under the DIP Orders directed the Indenture Trustee to consent to and effect any actions 
necessary to implement the terms of the DIP Orders. 
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protected in satisfaction of section 363(e) of the Bankruptcy Code.12  As described above, the 

Debtors are providing the Agent with certain of the Adequate Protection Obligations, which are 

fair and reasonable, and adequately protect the Agent’s interests in the Prepetition Revolver 

Collateral from diminution, including by the Debtors’ use of the Revolver Cash Collateral 

pursuant to the terms of the Interim DIP Order.  Accordingly, the Court should authorize the 

Debtors to use the Revolver Cash Collateral under section 363(c)(2) of the Bankruptcy Code.   

C. The Debtors Should be Authorized to Pay the Fees Required by the DIP Lender. 

54. As described above, the Debtors have agreed, subject to Court approval, to pay 

certain fees to the DIP Lender in exchange for their providing the DIP Facility.  Specifically, the 

Debtors will pay to the DIP Lender (a) a one-time non-refundable closing fee, (b) a monthly fee 

in arrears for the unused portion of the DIP Lender’s commitment under the DIP Facility, 

(c) certain LC Facility fees and (d) certain de minimis fees associated with the examination of 

the Debtors’ books and records.   

55. The fees the Debtors have agreed to pay to the DIP Lender, together with the 

other provisions of the DIP Documents, represent the most favorable terms to the Debtors on 

which the DIP Lender would agree to make the DIP Facility available.  The Debtors considered 

the fees described above when determining in their sound business judgment that the DIP 

Documents constituted the best terms on which the Debtors could obtain the postpetition 

financing necessary to continue their operations and prosecute their chapter 11 cases.  As such, 

paying these fees in order to obtain the DIP Facility is in the best interests of the Debtors’ 

estates, creditors and other parties in interest. 

                                                 
12  The Debtors are not aware of any entity other than the Debtors and the Agent that has or purports to have an 

interest in the Revolver Cash Collateral. 
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56. Courts routinely authorize debtors to pay fees similar to those the Debtors propose 

to pay, where the associated financing is, in the debtor’s business judgment, beneficial to the 

debtors’ estates.13  See, e.g., In re NR Liquidation III Co. (f/k/a Neff Corp.), Case No. 10-12610 

(SCC) (Bankr. S.D.N.Y. June 30, 2010) (approving 3.1% DIP and exit facility fee); In re The 

Reader’s Digest Ass’n, Case No. 09-23529 (RDD) (Bankr. S.D.N.Y. Oct. 6, 2009) (approving 

3% exit fee), In re Lear Corp., Case No. 14326 (ALG) (Bankr. S.D.N.Y. Aug. 4, 2009) 

(approving 5.0% up front fee and a 1.0% exit/conversion fee); In re Gen. Growth Props., Inc., 

Case No. 09-11977 (ALG) (Bankr. S.D.N.Y. May 14, 2009) (approving 3.75% exit fee); In re 

Old AII, Inc. (f/k/a Aleris Int’l Inc.), Case No. 09-10478 (BLS) (Bankr. D. Del. Mar. 18, 2009) 

(approving 3.5% exit fee and 3.5% front-end net adjustment against each lender’s initial 

commitment); In re Tronox Inc., Case No. 09-10156 (ALG) (Bankr. S.D.N.Y. Jan. 13, 2009) 

(approving an up-front 3% facility fee); In re Lyondell Chem. Co., Case No. 09-10023 (REG) 

(Bankr. S.D.N.Y. Jan. 8, 2009) (approving exit fee of 3%); In re Dura Auto. Sys., Inc., Case No. 

06-11202 (KJC) (Bankr. D. Del. Jan. 28, 2008) (approving a 2.5% fees related to refinancing and 

extending a postpetition financing facility); In re DJK Residential, Inc., Case No. 08-10375 

(JMP) (Bankr. S.D.N.Y. Feb. 29, 2008) (approving 3% fee in connection with postpetition 

financing).  Accordingly, the Court should authorize the Debtors to pay the fees provided under 

the DIP Documents in connection with entering into those agreements. 

D. The DIP Lender Should be Deemed Good Faith Lenders under Section 364(e). 

57. Section 364(e) of the Bankruptcy Code protects a good faith lender’s right to 

collect on loans extended to a debtor, and its right in any lien securing those loans, even if the 

                                                 
13  Because of the voluminous nature of the orders cited herein, they are not attached to the motion.  Copies of 

these orders are available on request of the Debtors’ counsel. 



 

 41 
K&E 17972811 

authority of the debtor to obtain such loans or grant such liens is later reversed or modified on 

appeal.  Section 364(e) provides that: 

The reversal or modification on appeal of an authorization under 
this section [364 of the Bankruptcy Code] to obtain credit or incur 
debt, or of a grant under this section of a priority or a lien, does not 
affect the validity of any debt so incurred, or any priority or lien so 
granted, to an entity that extended such credit in good faith, 
whether or not such entity knew of the pendency of the appeal, 
unless such authorization and the incurring of such debt, or the 
granting of such priority or lien, were stayed pending appeal. 

11 U.S.C. § 364(e). 

58. As explained in detail herein, in the Merola Declaration and the First Day 

Declaration, the DIP Documents are the result of the Debtors’ reasonable and informed 

determination that the DIP Lender offered the most favorable terms on which to obtain needed 

postpetition financing, and of extended arm’s-length, good faith negotiations between the 

Debtors and the DIP Lender.  The terms and conditions of the DIP Documents are fair and 

reasonable, and the proceeds of the DIP Facility will be used only for purposes that are 

permissible under the Bankruptcy Code.  Further, no consideration is being provided to any party 

to the DIP Documents other than as described herein.  Accordingly, the Court should find that 

the DIP Lender is a “good faith” lender within the meaning of section 364(e) of the Bankruptcy 

Code, and are entitled to all of the protections afforded by that section. 

E. Modification of the Automatic Stay is Warranted. 

59. The DIP Documents and the proposed Interim DIP Order contemplate that the 

automatic stay arising under section 362 of the Bankruptcy Code shall be vacated or modified to 

the extent necessary to permit the DIP Lender or the Indenture Trustee to exercise, under certain 

circumstances, all rights and remedies provided for in the DIP Credit Agreement and the Interim 

DIP Order, and to take various other actions without further order of or application to the Court.  
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The DIP Documents and the Interim DIP Order provide, however, that the DIP Lender or 

Indenture Trustee must provide the Debtors with five (5) business days prior written notice 

before exercising any enforcement rights or remedies, which will allow the Debtors to seek an 

expedited hearing before the Court for the purpose of determining whether such actions are 

warranted. 

60. Stay modification provisions of this sort are ordinary features of postpetition 

financing facilities and, in the Debtors’ business judgment, are reasonable under the 

circumstances.  See, e.g., In re NR Liquidation III Co. (f/k/a Neff Corp.), Case No. 10-12610 

(SCC) (Bankr. S.D.N.Y. June 30, 2010); In re The Reader’s Digest Ass’n, Case No. 09-23529 

(RDD) (Bankr. S.D.N.Y. Oct. 6, 2009), In re Lear Corp., Case No. 14326 (ALG) (Bankr. 

S.D.N.Y. Aug. 4, 2009); In re Gen. Growth Props. Inc., Case No. 09-11977 (ALG) (Bankr. 

S.D.N.Y. May 14, 2009); In re Tronox Inc., Case No. 09-10156 (ALG) (Bankr. S.D.N.Y. Feb. 6, 

2009); In re Chemtura Corp., Case No. 09-11233 (REG) (Bankr. S.D.N.Y. Apr. 23, 2009); In re 

Wellman, Inc., Case No. 08-10595 (SMB) (Bankr. S.D.N.Y. Apr. 7, 2008). 

F. The Debtors Require Immediate Access to  
the Revolver Cash Collateral and DIP Facility. 

61. The Court may grant interim relief in respect of a motion filed pursuant to 

section 363(c) or 364 of the Bankruptcy Code where, as here, interim relief is “necessary to 

avoid immediate and irreparable harm to the estate pending a final hearing.”  Fed. R. Bankr. P. 

4001(b)(2), (c)(2).  In examining requests for interim relief under this rule, courts in this 

jurisdiction generally apply the same business judgment standard applicable to other business 

decisions.  See Ames Dep’t Stores, 115 B.R. at 36. 

62. As described in the First Day Declaration, the Debtors and their estates will suffer 

immediate and irreparable harm if the interim relief requested herein is not granted promptly 



 

 43 
K&E 17972811 

after the Petition Date, including authorizing the Debtors to use the Revolver Cash Collateral and 

to borrow amounts set forth in the Budget under the DIP Facility.  As discussed above, the 

Debtors will only draw on the DIP Facility prior to entry of the Final DIP Order to avoid 

immediate and irreparable harm pursuant to the Budget.  As set forth in the Budget, the Debtors 

need to draw on the DIP Facility in the first week after the Interim DIP Order is approved for, 

among other things, capital expenditures and other expenses which are required to update and 

maintain the Debtors’ diagnostic equipment, a significant component of their business.  Indeed, 

the Debtors will have no material source of liquidity other than Revolver Cash Collateral and the 

DIP Facility in the period between the Petition Date and the date on which the Final DIP Order is 

entered.  To operate their business in the ordinary course, the Debtors require access to the DIP 

Facility and the Revolver Cash Collateral to maintain operations and fund their cash 

management system to a level sufficient to support their business activities.  However, 

substantially all of the Debtors’ cash is subject to the dominion of their prepetition lenders.  

Thus, the Debtors have insufficient cash to fund operations without immediate use of Revolver 

Cash Collateral and the limited access to the DIP Facility requested herein.  Further, the Debtors 

anticipate that the commencement of these chapter 11 cases will significantly and immediately 

increase the demands on their free cash as a result of, among other things, the costs of 

administering these chapter 11 cases and addressing key constituents’ concerns regarding the 

Debtors’ financial health and ability to continue operations in light of these chapter 11 cases.  

Accordingly, the Debtors have an immediate need for access to liquidity to, among other things, 

continue the operation of their business, maintain their relationships with customers, meet 

payroll, pay capital expenditures, procure goods and services from vendors and suppliers and 
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otherwise satisfy their working capital and operational needs, all of which is required to preserve 

and maintain the Debtors’ enterprise value for the benefit of all parties in interest.   

63. The importance of a debtor’s ability to secure postpetition financing to prevent 

immediate and irreparable harm to its estate has been repeatedly recognized in this district in 

similar circumstances.  See, e.g., In re NR Liquidation III Co. (f/k/a Neff Corp.), Case 

No. 10-12610 (SCC) (Bankr. S.D.N.Y. June 30, 2010); In re The Reader’s Digest Ass’n, Case 

No. 09-23529 (RDD) (Bankr. S.D.N.Y. Oct. 6, 2009); In re Tronox Inc., Case No. 09-10156 

(ALG) (Bankr. S.D.N.Y. Jan. 13, 2009) (order approving postpetition financing on an interim 

basis); In re Lyondell Chem. Co., Case No. 09-10023 (REG) (Bankr. S.D.N.Y. Jan. 8, 2009) 

(same); In re Lenox Sales, Inc., Case No. 08-14679 (ALG) (S.D.N.Y. Nov. 25, 2008) (same); In 

re Wellman, Inc., Case No. 08-10595 (SMB) (S.D.N.Y. Feb. 27, 2008) (same).  Accordingly, for 

the reasons set forth above, prompt entry of the Interim DIP Order is necessary to avert 

immediate and irreparable harm to the Debtors’ estates and is consistent with, and warranted 

under, Bankruptcy Rules 4001(b)(2) and (c)(2). 

Request for a Final Hearing 

64. Pursuant to Bankruptcy Rules 4001(b)(2) and 4001(c)(2), the Debtors request that 

the Court set a date, which is no sooner than 14 days after the date of this Motion and no later 

than 45 days after the entry of the Interim DIP Order, to hold a hearing to consider entry of the 

Final DIP Order and the permanent approval of the relief requested in this Motion.14  The 

Debtors also request authority to serve a copy of the signed Interim DIP Order, which fixes the 

time and date for the filing of objections, if any, to entry of the Final DIP Order, by first class 

                                                 
14  The DIP Documents require that the Final DIP Order be entered no later than 45 days after the entry of the 

Interim DIP Order. 
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mail upon the notice parties listed below, and further request that the Court deem service thereof 

sufficient notice of the hearing on the Final DIP Order under Bankruptcy Rule 4001(c)(2). 

Motion Practice 

65. This Motion includes citations to the applicable rules and statutory authorities 

upon which the relief requested herein is predicated, and a discussion of their application to this 

Motion.  Accordingly, the Debtors submit that this Motion satisfies Local Bankruptcy Rule 

9013-1(a). 

Waiver of Bankruptcy Rule 6004(a) and 6004(h) 

66. To implement the foregoing successfully, the Debtors seek a waiver of the notice 

requirements under Bankruptcy Rule 6004(a) and the 14-day stay of an order authorizing the use, 

sale or lease of property under Bankruptcy Rule 6004(h). 

Notice 

67. The Debtors have provided notice of this Motion to:  (a) the Office of the United 

States Trustee for the Southern District of New York; (b) the entities listed on the Consolidated 

List of Creditors Holding the 50 Largest Unsecured Claims filed pursuant to Bankruptcy Rule 

1007(d); (c) counsel to the agent for the Debtors’ prepetition secured revolving loan and 

proposed postpetition secured lenders; (d) the indenture trustee for the Debtors’ secured floating 

rate notes; (e) counsel to the Ad Hoc Group; (f) the Internal Revenue Service; (g) the Securities 

and Exchange Commission; and (h) the Equipment Lien Creditors.  In light of the nature of the 

relief requested, the Debtors respectfully submit that no further notice is necessary. 

No Prior Request 

68. No prior request for the relief sought in this Motion has been made to this or any 

other court. 
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WHEREFORE, the Debtors respectfully request entry of an Interim DIP Order, 

substantially in the form attached hereto as Exhibit A, (a) granting the relief requested herein and 

(b) granting such other further relief as is just and proper. 

New York, New York  
Dated:  December 10, 2010 /s/ Edward O. Sassower 

James H.M. Sprayregen, P.C. 
Edward O. Sassower 
KIRKLAND & ELLIS LLP 
601 Lexington Avenue 
New York, New York  10022 
Telephone: (212) 446-4800 
Facsimile: (212) 446-4900 

- and - 

Ryan Blaine Bennett (pro hac vice pending) 
Paul Wierbicki (pro hac vice pending) 
KIRKLAND & ELLIS LLP 
300 North LaSalle Street 
Chicago, Illinois 60654 
Telephone: (312) 862-2000 
Facsimile: (312) 862-2200 
 
Proposed Counsel to the Debtors and  
Debtors in Possession 
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EXHIBIT A 
 

Proposed Interim DIP Order 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

 
__________________________________________ 
       ) 
In Re:       ) Chapter 11 
       ) 
INSIGHT HEALTH SERVICES    ) 
HOLDINGS CORP., et al,1    ) Case No. ____________ 
       ) Judge _______________ 
       ) 
 Debtors.     ) Jointly Administered 
_________________________________________ ) 
 

  
INTERIM ORDER (1) AUTHORIZING DEBTORS-IN-POSSESSION  

TO OBTAIN INTERIM FINANCING, GRANT SECURITY  
INTERESTS AND ACCORD PRIORITY STATUS PURSUANT  

TO 11 U.S.C. §§ 361, 364(c) AND 364(d); (2) GIVING NOTICE OF  
FINAL HEARING PURSUANT TO BANKRUPTCY RULES 4001(b)(2) AND  
(c)(2); (3) MODIFYING AUTOMATIC STAY; AND (4) AUTHORIZING THE  

USE OF CASH COLLATERAL PURSUANT TO 11 U.S.C. §§ 361 AND 363(c)(2) 
 

This matter is before the Court on the Motion (the "Motion") of InSight Health Services 

Holdings Corp., an entity organized under the laws of the State of Delaware ("Parent"), InSight 

Health Services Corp., an entity organized under the laws of the State of Delaware ("InSight 

Health Services"), InSight Health Corp., an entity organized under the laws of the State of 

Delaware ("IHC"), Maxum Health Services Corp., an entity organized under the laws of the 

State of Delaware ("Maxum"), Open MRI, Inc., an entity organized under the laws of the State 

of Delaware ("Open MRI"), Signal Medical Services, Inc., an entity organized under the laws of 

                                                 
1  The Debtors in these chapter 11 cases, along with the last four digits of each Debtor's federal tax identification 

number, include:  InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770); 
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight 
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930); 
North Carolina Mobile Imaging II LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina 
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile 
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange 
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LLC (2858); and Signal Medical 
Services, Inc. (2413).  The location of the Debtors' corporate headquarters and the Debtors' service address 
is:  26250 Enterprise Court, Suite 100, Lake Forest, California 92630. 
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the State of Delaware ("Signal Medical"), Comprehensive Medical Imaging, Inc., an entity 

organized under the laws of the State of Delaware ("Comprehensive Medical"), Comprehensive 

Medical Imaging Centers, Inc., an entity organized under the laws of the State of Delaware 

("Comprehensive"), Orange County Regional PET Center - Irvine, LLC, an entity organized 

under the laws of the State of California ("Orange County"), and Parkway Imaging Center, 

LLC, an entity organized under the laws of the State of Nevada ("Parkway"; Parent, InSight 

Health Services, IHC, Maxum, Open MRI, Signal Medical, Comprehensive Medical, 

Comprehensive, Orange County, and Parkway are collectively referred to herein as "Borrowing 

Debtors" and individually as a "Borrowing Debtor"), as debtors and debtors-in-possession in the 

above-captioned Chapter 11 cases, requesting entry of an order (1) authorizing Borrowing 

Debtors to obtain financing and other extensions of credit from Bank of America, N.A., a 

national banking association ("BofA", and in its capacity as post-petition lender, "DIP Lender"), 

grant security interests and liens and accord superpriority claim status in favor of DIP Lender 

pursuant to Sections 361, 364(c) and 364(d)(1) of Title 11 of the United States Code (the 

"Bankruptcy Code"); (2) giving notice of a final hearing pursuant to Bankruptcy 

Rules 4001(b)(2) and (c)(2); (3) modifying the automatic stay; and (4) authorizing Borrowing 

Debtors' use of cash collateral.2   

Based upon the Court's review of the Motion and all matters brought to the Court's 

attention at the interim hearing, which was held on December __, 2010, pursuant to Bankruptcy 

Rules 4001(b)(2) and (c)(2) (the "Interim Hearing"), and after due deliberation and 

consideration, the Court makes the following findings of fact and conclusions of law applicable 

                                                 
2  Capitalized terms used herein but not defined in this Order shall have the meanings ascribed to them in the Post-

Petition Loan and Security Agreement entered into, or to be entered into, by Borrowing Debtors and DIP 
Lender in substantially the form attached to the Motion. 
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to the financing sought by Borrowing Debtors from DIP Lender (to the extent any findings of 

fact constitute conclusions of law, they are adopted as such, and vice versa): 

THE COURT HEREBY FINDS AND DETERMINES: 

A. Petition Date.  On December 10, 2010 (the "Petition Date"), each Debtor filed 

with the Court its voluntary petition for reorganization under Chapter 11 of the Bankruptcy Code 

and is continuing to manage its properties and to operate its business as debtor-in-possession 

pursuant to Sections 1107 and 1108 of the Bankruptcy Code.  No trustee or examiner has been 

appointed herein.  The Court has entered an order authorizing joint administration of these 

Chapter 11 cases. 

B. Nature of Business. Debtors are in the business of providing diagnostic imaging 

services through a network of fixed-site centers and mobile facilities.  Debtors' services are 

noninvasive procedures that generate representations of internal anatomy on film or digital 

media, which are used by physicians for the diagnosis and assessment of diseases and disorders. 

C. Pre-Petition Loan Agreement; Pre-Petition Revolver Debt.  IHC, Maxum, Open 

MRI, Signal Medical, Comprehensive Medical, Comprehensive, Orange County and Parkway 

(collectively, "Pre-Petition Borrowers") are parties with BofA, in its capacities as a lender (in 

such capacity, "Pre-Petition Lender") and as agent for Pre-Petition Lender (in such capacity, the 

"Pre-Petition Agent"; together with Pre-Petition Lender, "Pre-Petition Credit Parties"), to that 

certain Second Amended and Restated Loan and Security Agreement dated August 1, 2007 

(hereinafter, together with all amendments thereto and modifications thereof, the "Pre-Petition 

Loan Agreement").  As of the Petition Date, Pre-Petition Borrowers were jointly and severally 

liable to Pre-Petition Lender pursuant to the Pre-Petition Loan Agreement for (i) any amount that 

may be drawn under certain standby letters of credit for the account of one or more Obligors (as 
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such term is defined in the Pre-Petition Loan Agreement) and for the benefit of (a) United States 

Fire Insurance in the face amount of $875,000, (b) Gelco Corporation in the face amount of 

$275,000 (c) Key Equipment Finance Inc. in the face amount of $275,000, (d) Gelco Corporation 

in the face amount of $185,000, and (e) the account of Southern California Edison Company in 

the face amount of $42,825 (collectively, the "Pre-Petition LCs"), (ii) certain accrued fees and 

expenses, and (iii) certain Banking Relationship Debt (as defined in the Pre-Petition Loan 

Agreement) (collectively, the "Pre-Petition Revolver Debt").  Each of Parent and InSight Health 

Services, as guarantors (collectively, in such capacities, "Guarantors"), has guaranteed the 

payment of all Obligations under (and as defined in) the Pre-Petition Loan Agreement. 

D. Pre-Petition Secured Notes.  InSight Health Services, as issuer, and certain 

Borrowing Debtor affiliates of Insight Health Services, as guarantors (collectively, the "Pre-

Petition Issuers"), are parties with U.S. Bank National Association, in its capacity as trustee (in 

such capacity, the "Indenture Trustee") to that certain Indenture dated as of September 22, 2005 

(hereinafter, together with all amendments thereto and modifications thereof, the "Pre-Petition 

Indenture"), pursuant to which Insight Health Services issued certain senior secured floating rate 

notes due 2011 (the "Notes") to certain holders thereof (collectively, the "Pre-Petition Note 

Holders").  As of the Petition Date, the Pre-Petition Issuers were liable to Pre-Petition Note 

Holders on account of the Notes in the aggregate amount of $293,500,000.00, plus interest and 

fees due and owing (the "Pre-Petition Note Debt").  

E. Pre-Petition Revolver Liens.  Pursuant to the Pre-Petition Loan Agreement and 

related documents (collectively, the "Pre-Petition Loan Documents"), Pre-Petition Borrowers 

and Guarantors each granted and collaterally assigned to Pre-Petition Agent, for the benefit of 

Pre-Petition Credit Parties and as security for the payment of all Obligations under (and as 
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defined in) the Pre-Petition Loan Agreement, including, without limitation, all Pre-Petition 

Revolver Debt, security interests in and liens upon (collectively, the "Pre-Petition Revolver 

Liens") all of the following property of each Pre-Petition Borrower and each Guarantor:  all 

accounts; all instruments, chattel paper (including, without limitation, electronic chattel paper), 

documents, letter-of-credit rights and supporting obligations, in each case to the extent arising 

out of, relating to, or given in exchange or settlement for or to evidence the obligation to pay any 

account; all general intangibles that arise out of or are related to any account or from which any 

account arises; certain deposit accounts; all monies in the possession or under the control of Pre-

Petition Agent, including, without limitation, any cash collateral in any cash collateral deposit 

account; all products and cash and non-cash proceeds of the foregoing, including, without 

limitation, proceeds of insurance in respect of any of the foregoing; and all books and records 

(including, without limitation, customer lists, files, correspondence, tapes, computer programs, 

print-outs and other computer materials and records) of such Pre-Petition Borrower pertaining to 

any of the foregoing (all such property, as the same existed on the Petition Date, being 

hereinafter referred to as the "Pre-Petition Revolver Collateral").  Borrowing Debtors 

acknowledge that, as of the Petition Date, the value of the Pre-Petition Revolver Collateral 

exceeds the aggregate of the Pre-Petition Revolver Debt. 

F. Pre-Petition Noteholder Liens.  Pursuant to the Pre-Petition Indenture, that certain 

Security Agreement and that certain Pledge Agreement, each dated as of September 22, 2005 

(each as amended from time to time, and collectively, the "Note Security Agreement"), between 

the Pre-Petition Issuers and U.S. Bank National Association, as collateral agent (in such 

capacity, the "Collateral Agent"), and all related documents (collectively, the "Pre-Petition Note 

Documents"), each Pre-Petition Issuer granted and collaterally assigned to Indenture Trustee, for 
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the benefit of Pre-Petition Note Holders and as security for the payment of all Pre-Petition Note 

Debt, security interests in and liens upon (collectively, the "Pre-Petition Noteholder Liens"), 

other than the collateral expressly excluded under Section 2.01 of the Note Security Agreement, 

all of such Pre-Petition Issuer's inventory, general intangibles, intellectual property, documents 

and all supporting obligations of any kind given by any person with respect thereto, chattel 

paper, equipment, investment property and all supporting obligations of any kind given by any 

person with respect thereto, deposit accounts (other than deposit accounts that are included as 

Pre-Petition Revolver Collateral), collateral accounts, securities accounts, books and records, 

stock, instruments, partnership interests, limited liability company interests, investment property, 

financial assets, and proceeds of all of the foregoing (all such property, as the same existed on 

the Petition Date, being hereinafter referred to as the "Pre-Petition Noteholder Collateral," and 

together with the Pre-Petition Revolver Collateral, the "Pre-Petition Collateral").  Prior to the 

Petition Date, an ad hoc group of Pre-Petition Note Holders3 holding more than 50% of the 

outstanding amount of the Pre-Petition Note Debt entered into a restructuring support agreement 

pursuant to which, among other things, they agreed to (i) support the DIP Facility and the use of 

cash collateral and other terms set forth in this Order and (ii) through this Order, direct the 

Indenture Trustee and the Collateral Agent to take all actions necessary to effectuate and 

implement the terms of this Order. 

G. Equipment Lien Creditors.  Borrowing Debtors have granted certain liens in 

specific equipment in the possession of one or more Borrowing Debtors on the Petition Date 

(collectively, the "Equipment Collateral") to certain entities other than the Indenture Trustee 

(collectively, the "Equipment Lien Creditors").  Borrowing Debtors are not aware of any security 
                                                 
3  The "ad hoc group of Pre-Petition Note Holders" as such term is used in this Order means that certain group of 

Pre-Petition Note Holders represented by Skadden, Arps, Slate, Meagher & Flom LLP as legal counsel. 
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interests or liens asserted against any of the Pre-Petition Collateral other than by Pre-Petition 

Credit Parties, Indenture Trustee, and the Equipment Lien Creditors.   

H. Borrowing Debtors' Stipulations.  Borrowing Debtors have stipulated that (a) the 

Pre-Petition Loan Documents and Pre-Petition Note Documents constitute valid and binding 

agreements and obligations of each Borrowing Debtor party thereto; (b) the Pre-Petition 

Revolver Liens and the Pre-Petition Noteholder Liens (i) constitute valid, binding, enforceable 

and perfected security interests and liens, are not subject to avoidance or subordination, and, in 

the case of the Pre-Petition Revolver Liens, are subject only to certain security interests and other 

liens that are expressly permitted under the Pre-Petition Loan Documents to have priority over 

the Pre-Petition Revolver Liens, and, in the case of the Pre-Petition Noteholder Liens, are subject 

only to certain security interests and other liens that are expressly permitted under the Pre-

Petition Note Documents to have priority over the Pre-Petition Noteholder Liens, but in each 

case only to the extent such permitted liens are valid, enforceable, non-avoidable liens and 

security interests that are perfected prior to the Petition Date (or perfected after the Petition Date 

to the extent permitted by Section 546(b) of the Bankruptcy Code); (ii) are not subject to 

avoidance, reduction, disallowance, impairment or subordination pursuant to the Bankruptcy 

Code or applicable non-bankruptcy law and are senior in priority to the Pre-Petition Revolver 

Liens or Pre-Petition Noteholder Liens (as applicable) under applicable law after giving effect to 

any applicable subordination or intercreditor agreements; and (iii) are not subject to avoidance, 

impairment or subordination pursuant to the Bankruptcy Code or applicable non-bankruptcy law; 

(c) the Pre-Petition Revolver Debt and Pre-Petition Note Debt constitute legal, valid and binding 

obligations of each Borrowing Debtor and are not subject to equitable subordination, offset, 

recoupment or recharacterization; (d) all amounts paid on or before the Petition Date by any 
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Borrowing Debtor to Pre-Petition Credit Parties on account of the Pre-Petition Revolver Debt or 

to Pre-Petition Note Holders on account of the Pre-Petition Note Debt are not subject to any 

objection, offset, defense or counterclaim of any kind or nature or reduction, disallowance, 

impairment, recharacterization or subordination pursuant to the Bankruptcy Code or applicable 

non-bankruptcy law; and (e) no claims in favor of any Borrowing Debtor exist against any Pre-

Petition Credit Parties or Pre-Petition Note Holders under any contract or tort (including, without 

limitation, lender liability) theories of recovery or pursuant to Section 105 or Chapter 5 

(including, without limitation, Sections 510, 544, 547, 548, 549, 550 or 553) of the Bankruptcy 

Code. 

I. Need for Financing and Cash Collateral Use.  An immediate and ongoing need 

exists for Borrowing Debtors to obtain financing and use of cash collateral to continue the 

operation of their businesses as debtors-in-possession under Chapter 11 of the Bankruptcy Code 

and to minimize disruption of such businesses.  Despite diligent efforts, Borrowing Debtors have 

been unable to obtain financing in the form of unsecured credit allowable under 

Section 503(b)(1) of the Bankruptcy Code as an administrative expense or solely in exchange for 

the grant of a special administrative expense priority pursuant to Section 364(c)(1) of the 

Bankruptcy Code; and Borrowing Debtors are unable to obtain financing in the form of credit 

secured by liens solely on unencumbered assets of Borrowing Debtors or solely by liens that are 

junior to existing liens on property of the estate pursuant to Sections 364(c)(2) and (c)(3) of the 

Bankruptcy Code on terms as favorable as those offered by DIP Lender pursuant to the DIP Loan 

Agreement (as defined below). 

J. Proposed DIP Facility.  Borrowing Debtors have requested DIP Lender to 

establish a secured revolving credit facility in their favor (the "DIP Facility") pursuant to which 
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Borrowing Debtors may from time to time obtain loans ("DIP Loans") and letters of credit 

("Letters of Credit") in an aggregate principal amount up to $15,000,000 outstanding at any time 

(with a sublimit of $5,000,000 for Letters of Credit), secured by the DIP Collateral (as defined 

below).  DIP Lender is willing to establish the DIP Facility, upon the terms and conditions set 

forth herein and in a certain Post-Petition Loan and Security Agreement entered into or to be 

entered into by and among Borrowing Debtors and DIP Lender, substantially in the form 

attached to the Motion (together with all schedules, exhibits and annexes thereto, and as at any 

time amended, modified, supplemented or restated in accordance with this Order, the "DIP Loan 

Agreement"). 

K. Certain Conditions to DIP Facility.  DIP Lender's willingness to establish the DIP 

Facility is conditioned upon, among other things, (i) Borrowing Debtors' obtaining Court 

approval of the DIP Loan Agreement and all extensions of credit thereunder; (ii) Borrowing 

Debtors' provision of adequate protection pursuant to Sections 361 and 363 of the Bankruptcy 

Code for the interests of Pre-Petition Credit Parties in the Pre-Petition Revolver Collateral of 

each Borrowing Debtor; (iii) DIP Lender receiving, as security for the payment of the DIP 

Obligations (as defined below), security interests in and liens upon the DIP Collateral (as defined 

below); and (iv) Borrowing Debtors' satisfaction of all conditions precedent in the DIP Loan 

Agreement, unless waived in writing by DIP Lender in its sole discretion. 

L. Interim Hearing; Budget.  Pursuant to Bankruptcy Rules 4001(b)(2) and (c)(2), 

Borrowing Debtors requested in the Motion that the Court hold the Interim Hearing to consider 

authorizing Borrowing Debtors, during the period from the date of entry of this Order through 

the sooner to occur of (a) the date of the conclusion of the final hearing on the Motion pursuant 

to Bankruptcy Rules 4001(b)(2) and (c)(2) (the "Final Hearing") or (b) the forty-fifth (45th) day 
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after the Interim Hearing (such period is referred to herein as the "Interim Period"), to use cash 

collateral and to obtain DIP Loans, Letters of Credit and other credit extensions pursuant to the 

DIP Loan Agreement (such DIP Loans, Letters of Credit and other credit extensions being 

collectively called the "Credit Extensions") for purposes specified in the DIP Loan Agreement 

and the budget referred to in the DIP Loan Agreement (the "Budget"), and that the Court hold the 

Final Hearing to consider entry of an order authorizing Borrowing Debtors to continue to obtain 

Credit Extensions after the Interim Period for purposes authorized by the DIP Loan Agreement 

(the "Final Order"). 

M. Service of Motion.  Borrowing Debtors have certified that copies of the Motion 

(together with copies of the proposed DIP Loan Agreement and the Budget) and notice of the 

Interim Hearing have been served by electronic mail, telecopy transmission, hand delivery, 

overnight courier or first class United States mail upon the United States Trustee for the 

Southern District of New York (the "U.S. Trustee"), counsel for Pre-Petition Agent, counsel for 

the Indenture Trustee, counsel for the ad hoc group of Pre-Petition Note Holders, the holders of 

the fifty (50) largest general unsecured claims against Borrowing Debtors, all persons or entities 

(other than Pre-Petition Credit Parties and Pre-Petition Note Holders) known by Borrowing 

Debtors to have or assert any security interest in or lien upon any of the Pre-Petition Collateral, 

including, without limitation, the Equipment Lien Creditors, and all parties (if any) that have 

filed requests for notices under Rule 2002 of the Bankruptcy Rules.  The Court finds that notice 

of the Motion, as it relates to this Order, is sufficient for all purposes under the Bankruptcy Code 

and the Bankruptcy Rules, including, without limitation, Sections 102(1) and 364 of the 

Bankruptcy Code and Bankruptcy Rules 4001(b) and (c). 
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N. Finding of Cause.  Good cause has been shown for the entry of this Order and 

authorization for Borrowing Debtors to obtain the Credit Extensions pursuant to the DIP Loan 

Agreement.  Borrowing Debtors' need for financing of the type afforded by the DIP Loan 

Agreement is ongoing, immediate and critical.  Entry of this Order will minimize disruption of 

Borrowing Debtors' businesses and operations, will preserve the assets of Borrowing Debtors' 

estates and their value and is in the best interests of Borrowing Debtors, their creditors and their 

respective estates.  The terms of the proposed financing appear fair and reasonable, reflect 

Borrowing Debtors' exercise of prudent business judgment and are supported by reasonably 

equivalent value and fair consideration.   

O. Finding of Good Faith.  Based upon the record presented at the Interim Hearing, 

the Court finds that the DIP Loan Agreement and the other DIP Loan Documents (as defined 

below), as well as the terms of this Order, have been negotiated in good faith and at arm's length 

between Borrowing Debtors, on the one hand, and DIP Lender, on the other.  Therefore, all 

Credit Extensions heretofore and hereafter made to Borrowing Debtors pursuant to the DIP Loan 

Documents shall be deemed to have been made in good faith within the meaning of Section 

364(e) of the Bankruptcy Code. 

P. Jurisdiction; Core Proceeding.  This Court has jurisdiction to enter this Order 

pursuant to 28 U.S.C. §§ 157(b) and 1334.  The venue of these Chapter 11 cases in this district is 

appropriate pursuant to 28 U.S.C. §§ 1408 and 1409.  Consideration of the Motion constitutes a 

core proceeding, as defined in 28 U.S.C. § 157(b)(2). 

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED, as 

follows: 
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1. Grant of Motion.  The Motion is hereby GRANTED as hereinafter set forth.  

Any and all objections to the relief requested in the Motion, to the extent not withdrawn with 

prejudice, waived or resolved by consent at or before the Interim Hearing, are hereby 

OVERRULED and DENIED. 

2. Authorization of Interim Financing; Budget.  The Court hereby authorizes and 

approves (i) the execution and delivery by each Borrowing Debtor of the DIP Loan Agreement 

in substantially the form annexed to the Motion (with such changes as were addressed to the 

Court at the Interim Hearing or are authorized to be made as amendments to the DIP Loan 

Agreement in accordance with this Order) and all other instruments, security agreements, 

assignments, pledges, and other documents referred to therein or required by the DIP Loan 

Agreement to be executed by one or more Borrowing Debtors (the DIP Loan Agreement and 

such other instruments, security agreements, assignments, pledges and other documents, as at 

any time amended, being collectively called the "DIP Loan Documents"); (ii) Borrowing 

Debtors' obtaining DIP Loans, Letters of Credit and other Credit Extensions in accordance with 

the DIP Loan Agreement from time to time up to an aggregate principal amount outstanding at 

any time of $15,000,000, plus additional amounts (if any) that DIP Lender, in its sole discretion, 

elects to advance as DIP Loans to fund all or part of the Carve-Out (as defined below) to the 

extent set forth in paragraph 10 of this Order, plus interest, fees and other charges payable in 

connection with the foregoing; and (iii) Borrowing Debtors' satisfying all conditions precedent 

and performance of all obligations hereunder and under the DIP Loan Documents in accordance 

with the terms hereof and thereof; provided, however, that the authorization to use proceeds of 

DIP Loans shall be limited solely to the purposes specified and authorized in this Order or the 

DIP Loan Documents (collectively, the "Permitted Uses"), including, without limitation, the 
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permitted uses of proceeds set forth in Section 2.1.3 of the DIP Loan Agreement; and provided 

further, however, that during the Interim Period, Borrowing Debtors may obtain 

Credit Extensions only to the extent necessary to avoid immediate and irreparable harm to 

Borrowing Debtors, which, for purposes hereof, shall mean the deemed issuance (as set forth 

below) of the Pre-Petition LCs under the DIP Loan Agreement as Letters of Credit thereunder, 

the continued incurrence of Banking Relationship Debt, and the funding of DIP Loans used to 

pay the fees and expenses due and other amounts owing by Borrowing Debtors at any time to 

DIP Lender under the DIP Loan Documents and other expenses and obligations of any 

Borrowing Debtor to DIP Lender that are required to be paid, and obligations and expenses 

specified in the Budget, prior to the Final Hearing, under the DIP Loan Documents, this Order or 

any other order of the Court.  In no event shall any proceeds of DIP Loans be transferred to or 

used by any Debtor that is not a Borrowing Debtor.  DIP Lender shall not have any obligation or 

responsibility to monitor Borrowing Debtors' use of any DIP Loans and may rely upon any 

Borrowing Debtor's representations that the amount of the Credit Extensions requested at 

any time, and the use thereof, are in accordance with the requirements of this Order, 

the DIP Loan Documents and Bankruptcy Rule 4001(c)(2).  Borrowing Debtors' use of proceeds 

of the DIP Loans authorized under this Order shall not impair, release or alter the liability of any 

Guarantor with respect to the Pre-Petition Revolver Debt.  As provided in the DIP Loan 

Agreement, and to induce DIP Lender to enter into the DIP Loan Agreement and the other DIP 

Loan Documents, (i) the Pre-Petition LCs shall be treated as Letters of Credit issued under the 

DIP Loan Agreement, shall constitute part of the Credit Extensions thereunder, shall be entitled 

to all of the benefits and security of the DIP Loan Documents and this Order, and, from and after 

entry of this Order, shall cease to be regarded as part of the Pre-Petition Revolver Debt, and the 
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portion of any fees relating to any Pre-Petition LCs that accrued during the period from the 

Petition Date to the date of the entry of this Order, as well as all fees that accrue after the date of 

this Order, shall be deemed to be part of the fees payable under the DIP Loan Agreement for 

Letters of Credit and shall be paid in accordance with the terms thereof; and (ii) the Banking 

Relationship Debt of each Borrowing Debtor to BofA and any of BofA's affiliates, whether 

incurred or arising prior to or after the Petition Date, shall constitute DIP Obligations owed to 

DIP Lender, shall be entitled to all of the benefits and security of the DIP Loan Documents and 

this Order, and from and after entry of this Order shall cease to be regarded as part of the Pre-

Petition Revolver Debt.  Borrowing Debtors shall deliver to the DIP Lender, on a monthly basis 

after the closing of the DIP Facility, the Budget as and to the extent required by the DIP Loan 

Agreement, with Borrowing Debtors' adherence to the total receipts and disbursements line items 

in the Budget to be within a 15% variance for each of the Applicable Budget Periods (as defined 

below).  As used herein, the term "Applicable Budget Period" means as follows:  (a) for the 

period commencing on the date of closing of the DIP Facility and ending on the first Friday after 

such date, the one-week period ending on such Friday; (b) for the period commencing on the 

date of closing of the DIP Facility and ending on the second Friday after such date, the two-week 

period ending on such Friday; (c) for the period commencing on the date of closing of the DIP 

Facility and ending on the third Friday after such date, the three-week period ending on such 

Friday; and (d) for the period commencing on the date of closing of the DIP Facility and ending 

on the fourth Friday after such date and each Friday thereafter, the four-week period ending on 

such Friday.  Borrowing Debtors shall provide the Budget to counsel for the ad hoc group of Pre-

Petition Note Holders on a monthly basis and business operational expenses shall be materially 

consistent therewith.  Any amendments or supplements to the Budget made by Borrowing 



 

-15- 
K&E 18047793 

Debtors must be acceptable to DIP Lender in its discretion and reasonably acceptable to the ad 

hoc group of Pre-Petition Note Holders. 

3. Execution, Delivery and Performance of DIP Loan Documents.  The DIP 

Loan Documents may be executed and delivered on behalf of each Borrowing Debtor by any 

officer, director, or agent of such Borrowing Debtor who represents himself or herself to be duly 

authorized and empowered to execute the DIP Loan Documents for and on behalf of such 

Borrowing Debtor; and DIP Lender may rely upon any such person's execution and delivery any 

of the DIP Loan Documents as having done so with all requisite power and authority to do so.  

Upon execution and delivery thereof, the DIP Loan Documents shall constitute valid and binding 

obligations of each Borrowing Debtor, enforceable against such Borrowing Debtor in accordance 

with their terms.  In furtherance of the provisions of paragraph 2 of this Order, each Borrowing 

Debtor is authorized and directed to do and perform all acts; to make, execute and deliver all 

instruments and documents (including, without limitation, the execution of security agreements, 

pledge agreements, mortgages, deeds of trust, deeds to secure debt, financing statements and 

intellectual property filings); and to pay all filing and recording fees as may be necessary or, in 

the opinion of DIP Lender, desirable to give effect to any of the terms and conditions of the DIP 

Loan Documents or as otherwise required or contemplated by the DIP Loan Documents. 

4. DIP Collateral and DIP Liens. 

a. All Obligations under (and as defined in) the DIP Loan Agreement, 

including, without limitation, all Credit Extensions and Banking Relationship Debt (all of the 

foregoing being collectively called the "DIP Obligations") shall be, and hereby are, secured by 

security interests and liens (collectively, the "DIP Liens") in favor of DIP Lender with respect to 

all of the Collateral (as defined in the DIP Loan Agreement), which consists only of (i) all of the 
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property of each Borrowing Debtor that is Pre-Petition Revolver Collateral or is post-petition 

property of the same type as the Pre-Petition Revolver Collateral, (ii) all of each Borrowing 

Debtor's share of monies derived from the business of any joint venture, and (iii) any equipment, 

machinery or other item of property that is purchased by Borrowing Debtors with DIP Loans or 

Cash Collateral (as defined below), in each case whether any of such property is now in 

existence or is hereafter created, acquired or arising and wherever located (all such property, 

including, without limitation, all Pre-Petition Revolver Collateral of each Borrowing Debtor and 

the proceeds thereof, being collectively hereinafter referred to as the "DIP Collateral").  In no 

event shall any DIP Liens be granted to DIP Lender with respect to any property of a Borrowing 

Debtor that constitutes either Pre-Petition Noteholder Collateral, whether now in existence or 

hereafter created or acquired, or Equipment Collateral. 

b. The DIP Liens with respect to the DIP Collateral shall have the following 

priorities: 

i. Unencumbered Collateral.  Pursuant to Section 364(c)(2) of the 

Bankruptcy Code, perfected first priority senior security interests in and liens upon (x) all 

DIP Collateral that, as of the Petition Date, is not subject to valid, perfected and 

unavoidable liens or to valid and unavoidable liens in existence on the Petition Date that 

are perfected thereafter (with a priority that relates back to a date prior to the Petition 

Date), as permitted by Section 546(b) of the Bankruptcy Code, and (y) all DIP Collateral 

that is created, acquired or arises after the Petition Date (other than direct proceeds of 

Pre-Petition Collateral that is subject to valid, perfected and unavoidable pre-petition 

liens); 
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ii. Encumbered Collateral.  Pursuant to Section 364(c)(3) of the 

Bankruptcy Code, perfected junior security interests in and liens upon all DIP Collateral 

that is subject to valid, perfected and unavoidable liens in existence on the Petition Date 

(other than the Pre-Petition Revolver Liens) or to valid and unavoidable liens in existence 

on the Petition Date that are perfected thereafter (with a priority that relates back to a date 

prior to the Petition Date), as permitted by Section 546(b) of the Bankruptcy Code; and 

iii. Extent of Priming DIP Lien.  Pursuant to Section 364(d) of the 

Bankruptcy Code, the DIP Liens shall be senior in priority to the Pre-Petition Revolver 

Liens and the Pre-Petition Revolver Replacement Liens (as hereinafter defined); and  

iv. Carve-Out.  The DIP Liens shall be subordinate in all respects to 

the Carve-Out in accordance with paragraph 10 of this Order.  The DIP Liens shall not be 

subject or subordinate to any security interest or other lien that is avoided and preserved 

for the benefit of Borrowing Debtors and their estates under Section 551 of the 

Bankruptcy Code. 

c. Avoidance Claims and Proceeds.  Notwithstanding the foregoing 

provisions of this paragraph 4 or anything to the contrary in the DIP Loan Documents, the DIP 

Liens shall not attach to any of the following property (unless any Borrowing Debtor shall grant 

or consent to any lien or security interest therein in favor of any other party, in which event all 

such property shall be subject to the DIP Liens): (x) any claims pursuant to Sections 502(d), 544, 

545, 547, 548, 550, 551 or 553 of the Bankruptcy Code (the "Avoidance Claims") or (y) any 

proceeds or property recovered in connection with the successful prosecution or settlement of 

Avoidance Claims (the "Avoidance Proceeds").   
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5. Superpriority Claim; Surcharge.   

a. Scope of Superpriority Claim.  Subject to the Carve-Out in all respects, all 

DIP Obligations shall constitute an allowed administrative expense claim under Section 503(b) 

of the Bankruptcy Code and shall constitute an allowed superpriority claim (the "Superpriority 

Claim") pursuant to Section 364(c)(1) of the Bankruptcy Code over all other administrative 

expenses in Borrowing Debtors' cases of the kind specified in, or ordered pursuant to, Sections 

105, 326, 328, 330, 331, 503(a), 503(b), 506(e), 507(a), 507(b), 546(c), 726 or 1114 of the 

Bankruptcy Code, provided that the Superpriority Claim shall not be paid from Avoidance 

Proceeds.  Without limiting the generality of the foregoing, the Superpriority Claim shall be 

superior to any and all administrative priority claims arising out of transactions, if any, arising 

between any Borrowing Debtor, on the one hand and any other Borrowing Debtor or any affiliate 

of any Borrowing Debtor (collectively, the "Intercompany Affiliate Transaction Claims"), and all 

Intercompany Affiliate Transaction Claims shall be subordinate to the Superpriority Claim. 

b. No Surcharge.  No costs or administrative expenses that have been or may 

be incurred in these Chapter 11 cases, in any matters or proceedings related hereto or in any 

superseding Chapter 7 case, and no priority claims are or will be prior to or on a parity with the 

Superpriority Claim of DIP Lender for the DIP Obligations.  Subject to entry of the Final Order, 

in no event shall any costs or expenses of administration be imposed upon DIP Lender or any of 

the DIP Collateral pursuant to Section 506(c) of the Bankruptcy Code or otherwise without the 

prior written consent of DIP Lender, and no such consent shall be implied from any action, 

inaction or acquiescence by DIP Lender; and, subject to the entry of the Final Order, in no event 

shall any costs or expenses of administration be imposed upon the Pre-Petition Credit Parties or 

any Pre-Petition Revolver Collateral, or upon the Pre-Petition Note Holders or any Pre-Petition 
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Noteholder Collateral, whether pursuant to Section 506(c) of the Bankruptcy Code or otherwise, 

without the prior written consent of the Pre-Petition Credit Parties or the Pre-Petition Note 

Holders, as applicable, and no such consent shall be implied from any action, inaction or 

acquiescence by the Pre-Petition Credit Parties or the Pre-Petition Note Holders.   

6. Joint and Several Liability; Borrowing Debtor Reimbursement Claims.   

a. Borrowing Debtors shall be jointly and severally liable to repay the DIP 

Obligations in accordance with the DIP Loan Documents.  The DIP Obligations shall be due and 

payable, and shall be paid, as and when provided in the DIP Loan Documents and as provided 

herein, without offset or counterclaim.  In no event shall Borrowing Debtors be authorized to 

offset or recoup any amounts owed, or alleged to be owed, by DIP Lender or any Pre-Petition 

Credit Party to any Debtor or any of its subsidiaries or affiliates against any of the DIP 

Obligations unless and to the extent expressly otherwise agreed to in writing by DIP Lender. 

b. No Borrowing Debtor shall have any right of contribution, reimbursement 

or subrogation from any other Borrowing Debtor or any other Borrowing Debtor's assets as a 

result of such other Borrowing Debtor's use of Cash Collateral (as defined below) or DIP Loans 

except for contribution rights set forth in the DIP Loan Agreement, and any such right of 

contribution as set forth in DIP Loan Agreement shall be an allowed claim under 

Section 364(c)(1) of the Bankruptcy Code, provided that all such contribution claims (and the 

Section 364(c)(1) priority accorded them) shall be junior, subordinate and subject to the DIP 

Liens, the Pre-Petition Revolver Liens, the Pre-Petition Revolver Replacement Liens and the 

Superpriority Claim and may not be paid unless and until full and final payment of all Pre-

Petition Revolver Debt and Full Payment (as defined in the DIP Loan Agreement) of the DIP 

Obligations has occurred. 
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7. Cash Collateral.  Subject to the terms of this Order and the DIP Loan 

Documents, Borrowing Debtors are authorized to use cash collateral that is secured by the DIP 

Liens or the Pre-Petition Revolver Liens in accordance with this Order and the DIP Loan 

Documents.  No Cash Collateral may be used by any Debtor that is not a Borrowing Debtor.  

Each Borrowing Debtor shall cause all proceeds of DIP Collateral that are in any Borrowing 

Debtor's possession on the Petition Date or that are received by any Borrowing Debtor after the 

Petition Date (collectively, the "Cash Collateral") to be promptly deposited in one or more 

accounts designated by DIP Lender (collectively, the "Dominion Accounts"), which shall be 

subject to the DIP Liens.  Prior to the deposit of such Cash Collateral to a Dominion Account, 

Borrowing Debtors shall be deemed to hold all such proceeds in trust for the benefit of DIP 

Lender.  DIP Lender may apply (and reapply) any or all Cash Collateral at any time or times in 

its possession or control to the payment of any of the DIP Obligations, in such order of 

application as DIP Lender may designate or elect, and may use all or part of the Cash Collateral 

to collateralize, in accordance with the DIP Loan Agreement, any Letters of Credit, Banking 

Relationship Debt or other contingent Obligations.  If after Full Payment of the DIP Obligations 

any claims or cause or action are asserted against DIP Lender in respect of which Borrowing 

Debtors have provided an indemnity or hold harmless agreement, then, unless the Court 

determines that such claim or cause or action is not covered by such indemnity or other hold 

harmless agreement, DIP Lender shall be entitled to payment from Borrowing Debtors to the 

extent of all costs, expenses, liabilities or damages incurred by it (including, without limitation, 

reasonable attorneys' fees).  The Debtors are not authorized to use proceeds from the sale of any 

Noteholder Collateral and any such proceeds shall be held by the Debtors unless and until 

otherwise directed by the Pre-Petition Holders or the Indenture Trustee pursuant to the terms of 
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the Pre-Petition Indenture and all related documents; provided, further, that if a prepackaged plan 

of reorganization or other plan of reorganization on substantially the same terms and conditions 

as set forth in the Restructuring Support Agreement dated December 2, 2010 and related 

documents agreed to by the Debtors and the Consenting Noteholders (as defined in the 

Restructuring Support Agreement) is not consummated, then any proceeds from the sale of any 

such Noteholder Collateral shall be applied to pay down the Pre-Petition Note Debt pursuant to 

the terms of the Pre-Petition Indenture and all related documents. 

8. Adequate Protection of Pre-Petition Credit Parties and Pre-Petition Note 

Holders.  As adequate protection pursuant to Sections 361 and 363 of the Bankruptcy Code for 

Borrowing Debtors' use, consumption, sale, collection or other disposition of any of the Pre-

Petition Collateral of any Borrowing Debtor, the following measures of adequate protection are 

granted: 

a. Pre-Petition Revolver Replacement Liens.  Subject to the Carve-Out in 

accordance with paragraph 10 of this Order, Pre-Petition Agent, for the benefit of Pre-Petition 

Credit Parties, is hereby granted and authorized to receive (i) replacement liens upon all of the 

DIP Collateral (the "Pre-Petition Revolver Replacement Liens") as partial adequate protection 

for Pre-Petition Credit Parties to the extent of any diminution in value of the Pre-Petition 

Revolver Collateral caused by Borrowing Debtors' use, consumption, sale, collection or other 

disposition of any Pre-Petition Revolver Collateral; (ii) payment in cash, on a current basis, of all 

reasonable and documented out-of-pocket fees and expenses of Pre-Petition Agent (including, 

without limitation, the reasonable and documented out-of-pocket fees and expenses of legal 

counsel for Pre-Petition Agent); and (iii) superpriority administrative expense claims pursuant to 

Section 507(b) of the Bankruptcy Code to the extent of any inadequacy of the foregoing 
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protections against any post-petition diminution in value of the Pre-Petition Revolver Collateral, 

which claims shall be subject and subordinate to the Superpriority Claim and shall not be paid 

from Avoidance Proceeds. 

b. Pre-Petition Noteholder Replacement Liens.  Subject to the Carve-Out in 

accordance with paragraph 10 of this Order, Indenture Trustee, for the benefit of Pre-Petition 

Note Holders, is hereby granted and authorized to receive, (i) replacement liens (the "Pre-

Petition Noteholder Replacement Liens") upon any property acquired by a Borrowing Debtor 

after the Petition Date that is of the same type as the Pre-Petition Noteholder Collateral (the 

"Post-Petition Noteholder Collateral"; and together with the Pre-Petition Noteholder Collateral, 

the "Noteholder Collateral") as partial adequate protection for Pre-Petition Note Holders to the 

extent of any diminution in value of the Pre-Petition Noteholder Collateral caused by Borrowing 

Debtors' use, consumption, sale, collection or other disposition of any Pre-Petition Noteholder 

Collateral, which Pre-Petition Noteholder Replacement Liens shall be subject and subordinate to 

the Carve-Out and any DIP Liens provided to the DIP Lender in any Post-Petition Noteholder 

Collateral that is purchased by a Borrowing Debtor with DIP Loans; (ii) payment in cash, on a 

current basis, of all the reasonable professional fees and reasonable documented out-of-pocket 

expenses of the Indenture Trustee and the Collateral Agent; and (iii) superpriority administrative 

expense claims pursuant to Section 507(b) of the Bankruptcy Code to the extent of any 

inadequacy of the foregoing protections against any post-petition diminution in value of the Pre-

Petition Noteholder Collateral, which claims shall be subject and subordinate to the Superpriority 

Claim and shall not be paid from Avoidance Proceeds.   

c. Equipment Lien Creditors Replacement Liens.  As adequate protection for 

each Equipment Lien Creditor to the extent of any diminution in value of its Equipment 
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Collateral caused by Borrowing Debtors' use, consumption, sale, collection or other disposition 

of such Equipment Collateral, such Equipment Lien Creditor is hereby granted and authorized to 

receive replacement liens in any equipment or machinery that is of the same type as its 

Equipment Collateral, is acquired by a Borrowing Debtor after the Petition Date and is not 

subject to the DIP Liens or any liens of the Pre-Petition Note Holders. 

d. Application of Proceeds of Certain Pre-Petition Accounts.  Subject to 

entry of the Final Order and only to the extent of an outstanding balance with respect to the Pre-

Petition Revolver Debt, all collections and proceeds of accounts receivable and other rights to 

payment of any Borrowing Debtor, to the extent such accounts receivable or other rights to 

payment are in existence on the Petition Date (whether or not due or payable on the Petition 

Date) and constitute Pre-Petition Revolver Collateral (the "Pre-Petition Revolver Accounts"), 

shall be applied to pay (or, in the case of contingent obligations, to cash collateralize) the Pre-

Petition Revolver Debt, in such order of application as Pre-Petition Agent shall elect, in its 

discretion, until the Pre-Petition Revolver Debt is repaid (or, in the case of contingent 

obligations, cash collateralized) in full and thereafter applied to the DIP Obligations in such 

order of application as DIP Lender may elect in its discretion.  Each Borrowing Debtor shall use 

its reasonable, good faith efforts to provide promptly to Pre-Petition Credit Parties and DIP 

Lender reconciliations identifying the portion of each deposit to each Dominion Account that 

represents proceeds of Pre-Petition Revolver Accounts so as to assist Pre-Petition Credit Parties 

and DIP Lender in the application of the proceeds of Pre-Petition Revolver Accounts in 

accordance herewith.   

9. Payment of Certain Fees and Expenses.  For so long as no Event of Default 

under (and as defined in) the DIP Loan Agreement shall have occurred and be continuing, 
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Borrowing Debtors are authorized to use proceeds of DIP Loans solely for Permitted Uses, 

including, without limitation, (a) to pay any fees required to be paid to the Clerk of the Court; 

(b) to pay the fees of the U.S. Trustee pursuant to 28 U.S.C. § 1930; (c) to fund fees and 

expenses of counsel to a Committee (as defined below) (in an aggregate amount not to exceed 

$50,000) in connection with an investigation by such Committee of the validity, extent, 

perfection and priority of the Pre-Petition Revolver Liens and Pre-Petition Noteholder Liens and 

the validity and amount of the Pre-Petition Revolver Debt and Pre-Petition Note Debt; and (d) to 

pay fees, compensation, costs, expenses and disbursements (collectively, "Professional 

Expenses") of professionals (including, without limitation, attorneys, accountants, appraisers, 

consultants and investment bankers) retained by Borrowing Debtors (the "Debtor Professionals") 

or any official committee appointed in these chapter 11 cases (each such official committee 

being referred to as a "Committee," and the professionals retained by such Committee being 

referred to as the "Committee Professionals"), to the extent that payment of such Professional 

Expenses is in accordance with compensation procedures approved by the Court; provided, 

however, that no proceeds of DIP Loans or any Cash Collateral shall be used to pay Professional 

Expenses of any Debtor Professionals or Committee Professionals (collectively, the 

"Professional Persons") or any other costs incurred in connection with (1) commencing or 

continuing any claims, causes of actions or contested matters against any Pre-Petition Credit 

Party, Pre-Petition Note Holder or DIP Lender with respect to any loan, repayment or other 

transaction, act or inaction under or in connection with the Pre-Petition Loan Documents, the 

Pre-Petition Note Documents or DIP Loan Agreement (as the case may be), including, without 

limitation, discovery proceedings subsequent to the commencement of any such claims or causes 

of action; (2) preventing, hindering or delaying performance or enforcement by any Pre-Petition 
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Credit Party, Pre-Petition Note Holder or DIP Lender of its rights or remedies under this Order, 

any of the DIP Loan Documents, any of the Pre-Petition Loan Documents, or any of the Pre-

Petition Note Documents, or any other agreement with any Borrowing Debtor; or (3) challenging 

any Pre-Petition Revolver Liens, Pre-Petition Noteholder Liens, the DIP Liens or the 

Superpriority Claim.  Notwithstanding anything to the contrary contained in this Order or the 

DIP Loan Documents, in no event shall the Superpriority Claim, the Pre-Petition Revolver Liens, 

the Pre-Petition Revolver Replacement Liens and any priority claim of Pre-Petition Credit 

Parties under Section 507(b) of the Bankruptcy Code or otherwise (collectively, the "Lenders' 

Liens and Claims") or the Pre-Petition Noteholder Liens, the Pre-Petition Noteholder 

Replacement Liens, and any claim of Pre-Petition Note Holders under Section 507(b) of the 

Bankruptcy Code or otherwise (collectively, the "Noteholders' Liens and Claims") (i) attach to or 

be payable from any pre-petition retainers held by any Debtor Professional or be used as a basis 

to object to the payment of Professional Expenses from such pre-petition retainers or  any 

amounts paid to any Professional Person pursuant to and in compliance with any order of the 

Court (including, without limitation, any order establishing procedures for interim compensation 

and reimbursement of expenses); (ii) be used as a basis to object to the allowance of Professional 

Expenses; or (iii) authorize DIP Lender to seek disgorgement of any Professional Expenses paid 

to Professional Persons pursuant to an order of the Court (including, without limitation, any 

order establishing procedures for interim compensation and reimbursement of expenses) solely 

based upon the existence of any lien, secured status, superpriority administrative status whether 

under Sections 364(c)(1) or 507(b) of the Bankruptcy Code, administrative status or any asserted 

priority in entitlement, including, without limitation, any Lenders' Liens and Claims or any 

Noteholders' Liens and Claims. 
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10. Carve-Out. 

a. For the purposes of this Order, the "Carve-Out" shall mean the sum of (1) 

accrued but unpaid Professional Expenses incurred by Professional Persons at any time before or 

on the first business day following delivery by the DIP Lender of a Carve-Out Trigger Notice (as 

defined below), whether allowed by this Court prior to or after delivery of a Carve-Out Trigger 

Notice; (2) accrued but unpaid Professional Expenses incurred by Professional Persons at any 

time after the first business day following delivery by DIP Lender of the Carve-Out Trigger 

Notice, to the extent allowed at any time, whether by this Order, procedural order, or otherwise, 

but only to the extent all such Professional Expenses set forth in this clause (2) do not exceed an 

aggregate amount of $1,000,000; (3) United States Trustee fees, pursuant to 28 U.S.C. § 1930 

(the "U.S. Trustee Fees"); and (4) all reasonable fees and expenses incurred by a chapter 7 

trustee under section 726(b) of the Bankruptcy Code in an aggregate amount not exceeding 

$50,000; provided, that nothing herein shall be construed to impair the ability of any interested 

party to object to any Professional Expenses sought by any Professional Person.  The Carve-Out 

shall be senior to the Lenders' Liens and Claims, provided that the portion of the Carve-Out 

described in clause (1) above in the definition of "Carve-Out" that is to be senior to the Lenders' 

Liens and Claims shall be capped at the lesser of (A) the actual aggregate amount of accrued but 

unpaid Professional Expenses incurred at any time before or on the first business day following 

delivery by DIP Lender of a Carve-Out Trigger Notice and (B) the maximum amount set forth in 

the "Carve-Out (Pre-Trigger Availability Block)" line item shown on the Budget that was last 

approved by DIP Lender on or before delivery of the Carve-Out Trigger Notice, but in no event 

shall such maximum amount exceed $2,280,000 (such capped amount being referred to as the 

"Capped Trigger Amount").  The Carve-Out as described in clause (1) above shall be senior to 
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the Noteholders' Liens and Claims only to the extent of the amount, if any, by which the 

aggregate of all Professional Expenses included in clause (1) of this paragraph exceeds the 

Capped Trigger Amount and shall be funded by the cash proceeds of Noteholder Collateral that 

is not DIP Collateral.  For purposes hereof, "Carve-Out Trigger Notice" shall mean a written 

notice (i) that is delivered by DIP Lender to Borrowing Debtors and their lead counsel in these 

chapter 11 cases, the United States Trustee, the Indenture Trustee (or any counsel for the 

Indenture Trustee that enters an appearance in these chapter 11 cases), lead counsel in these 

chapter 11 cases for the ad hoc group of certain Pre-Petition Note Holders, and lead counsel to 

each Committee (if more than one), and (ii) that informs them that the Commitment (as defined 

in the DIP Loan Agreement) is or has terminated.   

b. For the avoidance of doubt, and consistent, and in accordance, with 

paragraph 10(a) of this Order, the Carve-Out shall be senior to the Lenders' Liens and Claims 

and the Noteholders' Liens and Claims, provided that the portion of the Carve-Out consisting of 

Professional Expenses that is calculated with reference to clause (1) above in the definition of 

"Carve-Out" shall not be senior to the Lenders' Liens and Claims to the extent that such 

Professional Expenses exceed in aggregate the Capped Trigger Amount; and provided further 

that the portion of the Carve-Out consisting of Professional Expenses that is calculated pursuant 

to clause (1) above in the definition of "Carve-Out" shall not be senior to the Noteholders' Liens 

and Claims unless and to the extent such Professional Expenses exceed in aggregate the Capped 

Trigger Amount.  The portion of the Carve-Out that is senior to the Noteholders' Liens and 

Claims (which includes only the portion of Professional Expenses in clause (1) of the definition 

of "Carve-Out" that exceeds in aggregate the Capped Trigger Amount) shall be satisfied from the 
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Noteholder Collateral (exclusive of any portion thereof consisting of DIP Collateral) or the 

proceeds thereof. 

c. DIP Lender may at any time or times in its discretion, upon notice to lead 

counsel for Borrowing Debtors, lead counsel for each Committee (if more than one) and the U.S. 

Trustee, fund one or more DIP Loans into an escrow account for the sole benefit of Professional 

Persons, the U.S. Trustee and any chapter 7 trustee (the "Carve-Out Escrow Account") up to an 

aggregate amount equal to the Carve-Out, but not to exceed the Capped Trigger Amount in the 

case of Professional Expenses included in clause (1) above in the definition of "Carve-Out."  In 

making any such DIP Loans, DIP Lender may estimate the amount of U.S. Trustee Fees (both 

those that have accrued and are unpaid and those estimated to accrue); provided, however, that 

regardless of any estimation of U.S. Trustee Fees or otherwise, the full amount of unpaid U.S. 

Trustee Fees and all reasonable fees and expenses incurred by any chapter 7 trustee, not to 

exceed $50,000 in the aggregate, shall be accounted for as part of the Carve-Out.  If so requested 

by any Borrowing Debtor in writing after the delivery of a Carve-Out Trigger Notice, DIP 

Lender shall fund DIP Loans to the Carve-Out Escrow Account in an aggregate amount 

necessary to satisfy the payment of Professional Expenses included in clause (1) of the definition 

of "Carve-Out," but not to exceed the Capped Trigger Amount.  All DIP Loans made pursuant to 

this subparagraph (c), whether made by DIP Lender in its discretion or pursuant to the request of 

a Borrowing Debtor, together with any Cash Collateral, if any, used for the Carve-Out, may be 

made or used without DIP Lender's being deemed to waive any Event of Default and regardless 

of whether the Commitment Termination Date (as defined in the DIP Loan Agreement) has 

occurred; shall be entitled to all of the benefits and security of the DIP Loan Documents and this 

Order; and shall reduce the amount of the portion of the Carve-Out that is senior to the Lenders' 
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Liens and Claims on a dollar-for-dollar basis.  Both the Carve-Out Escrow Account and all 

balances therein shall be excluded from property of each Debtor's estate; shall be held to pay fees 

and expenses covered by the portion of the Carve-Out that is senior to the Lenders' Liens and 

Claims; and shall be applied first to satisfy allowed Professional Expenses included in clause (1) 

above in the definition of "Carve-Out" up to the Capped Trigger Amount, with any balance first 

used to satisfy any remaining portion of the Carve-Out as described in clauses (2), (3) and (4) of 

the definition of "Carve-Out" and with any surplus returned to DIP Lender for application to pay 

or cash collateralize any DIP Obligations (whether or not then due or payable), and, if no DIP 

Obligations are then outstanding, to satisfy any unpaid balance of the Carve-Out.   

d. Notwithstanding the Full Payment of the DIP Obligations, in no event 

shall Borrowing Debtors be authorized to use any proceeds of DIP Loans or Cash Collateral to 

pay any claim of any creditor or other interested party (other than the Pre-Petition Revolver 

Debt) until all Professional Expenses and other administrative claims have been paid in full to 

the extent provided by this or any subsequent order of the Court.   

e. In no event shall the funding of DIP Loans or the use of Cash Collateral to 

satisfy the Carve-Out result in any reduction in the amount of the DIP Obligations or adversely 

affect DIP Lender's entitlement to Full Payment thereof. 

11. Preservation of Rights Granted Under this Order. 

a. Protection From Subsequent Financing Order.  There shall not be entered 

in these Chapter 11 cases or in any successor cases any order that authorizes the obtaining of 

credit or the incurrence of indebtedness by any Borrowing Debtor (or any trustee or examiner) 

that (i) is secured by a security, mortgage, collateral interest or lien on all or any part of the DIP 

Collateral that is equal or senior to the DIP Liens except as expressly authorized by the DIP Loan 
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Agreement, or (ii) has priority administrative status that is equal or senior to the Superpriority 

Claim granted to DIP Lender herein with respect to the DIP Collateral; provided, however, that 

nothing herein shall prevent the entry of an order that specifically provides that, as a condition to 

the granting of the benefits of clauses (i) or (ii) above, all of the DIP Obligations and Pre-Petition 

Revolver Debt must be indefeasibly paid in full, in cash, from the proceeds of such credit or 

indebtedness and all contingent obligations owed to DIP Lender or any Pre-Petition Credit Party 

fully cash collateralized as provided in the DIP Loan Documents or Pre-Petition Loan 

Documents (as applicable). 

b. Rights Upon Dismissal, Conversion or Consolidation.  If any Chapter 11 

case is dismissed, converted or substantively consolidated with another case, then neither the 

entry of this Order nor the dismissal, conversion or substantive consolidation of such Chapter 11 

case shall affect the rights or remedies of DIP Lender under the DIP Loan Documents or the 

rights or remedies of Pre-Petition Credit Parties or DIP Lender under this Order, and all of the 

respective rights and remedies hereunder and thereunder of Pre-Petition Credit Parties and DIP 

Lender shall remain in full force and effect as if such Chapter 11 case had not been dismissed, 

converted, or substantively consolidated. It shall constitute an Event of Default if any Borrowing 

Debtor seeks, or if there is entered, any order dismissing any of the Chapter 11 cases. If an order 

dismissing any of the Chapter 11 cases is at any time entered, such order shall provide (in 

accordance with Sections 105 and 349 of the Bankruptcy Code) that (i) the DIP Liens, Pre-

Petition Revolver Replacement Liens and Superpriority Claim granted to and conferred upon 

DIP Lender and Pre-Petition Credit Parties shall continue in full force and effect and shall 

maintain their priorities as provided in this Order (and that such liens and Superpriority Claim 

shall, notwithstanding such dismissal, remain binding on all interested parties) and (ii) this Court 
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shall retain jurisdiction, notwithstanding such dismissal, for the purpose of enforcing the DIP 

Liens, Pre-Petition Revolver Replacement Liens and Superpriority Claim. 

c. Survival of Order. The provisions of this Order, and any actions taken 

pursuant hereto, shall survive the entry of and shall govern with respect to any conflict with any 

order that may be entered confirming any plan of reorganization or converting any of the 

Chapter 11 cases from Chapter 11 to Chapter 7.  

d. No Discharge; Credit Bid Rights. Unless and until Full Payment of the 

DIP Obligations shall occur, the DIP Obligations shall not be discharged by the entry of any 

order confirming a plan of reorganization in any of the Chapter 11 cases and, pursuant to 

Section 1141(d)(4) of the Bankruptcy Code, Borrowing Debtors have waived such discharge.  

No plan of reorganization or liquidation, nor any order entered in connection with a sale of assets 

under Section 363 of the Bankruptcy Code or otherwise, shall limit or otherwise restrict the right 

of DIP Lender to submit a credit bid for all or any part of the DIP Collateral. 

e. No Marshalling. In no event shall DIP Lender be subject to the 

equitable doctrine of "marshaling" or any similar doctrine with respect to any DIP Collateral at 

any time securing any of the DIP Obligations; and, subject to entry of the Final Order, in no 

event shall any DIP Liens be subject to any pre-petition or post-petition lien or security interest 

that is avoided and preserved for the benefit of any Borrowing Debtor's estate pursuant to 

Section 551 of the Bankruptcy Code. 

f. No Requirement to File Proof of Claim.  Notwithstanding anything to the 

contrary contained in any prior or subsequent order of the Court, including, without limitation, 

any bar order establishing a deadline for the filing of proofs of claims entitled to administrative 

expense treatment under Section 503(b) of the Bankruptcy Code, DIP Lender shall not be 
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required to file any proof of claim with respect to any of the DIP Obligations, all of which shall 

be due and payable in accordance with the DIP Loan Agreement and the other DIP Loan 

Documents without the necessity of filing any such proof of claim; and the failure to file any 

such proof of claim shall not affect the validity or enforceability of any of the DIP Loan 

Documents or prejudice or otherwise adversely affect DIP Lender's rights, remedies, powers or 

privileges under the DIP Loan Documents or this Order. 

12. Automatic Perfection of Liens. The DIP Liens, Pre-Petition Revolver 

Replacement Liens, the replacement liens provided to the Equipment Lien Creditors hereunder 

and Pre-Petition Noteholder Replacement Liens (collectively, the "DIP Order Liens") shall be 

deemed valid, binding, enforceable and perfected with respect to all of the DIP Collateral and 

Pre-Petition Noteholder Collateral, as applicable, upon entry of this Order.  DIP Lender, Pre-

Petition Agent, Indenture Trustee and Equipment Lien Creditors shall not be required to file any 

UCC-1 financing statements, mortgages, deeds of trust, security deeds, notices of lien or any 

similar document or take any other action (including, without limitation, possession of any of the 

DIP Collateral or any other property of a Borrowing Debtor) in order to validate the perfection of 

any DIP Order Liens.  If DIP Lender, Pre-Petition Agent, Indenture Trustee or any Equipment 

Lien Creditor, in its discretion, chooses to file or record any such mortgages, deeds of trust, 

security deeds, notices of lien or UCC-1 financing statements, or take any other action to validate 

the perfection of any DIP Order Liens, Borrowing Debtors and their respective officers are 

directed to execute any documents or instruments as DIP Lender, Pre-Petition Agent, Indenture 

Trustee or any Equipment Lien Creditor, as applicable, shall 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 entry of this Order, and Borrowing Debtors shall pay or reimburse DIP Lender, Pre-
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Petition Agent, Indenture Trustee or Equipment Lien Creditors (as applicable) for the payment of 

any cost, fees or expenses (including, without limitation, recording taxes) payable in connection 

with the filing or recordation of any UCC-1 financing statements, mortgages, deeds of trust, 

security deeds, notices of lien or other instruments or agreements.  DIP Lender, Pre-Petition 

Agent, Indenture Trustee or any Equipment Lien Creditor may, in its discretion, file a certified 

copy of this Order in any filing office in any jurisdiction in which any Borrowing Debtor is 

organized or has or maintains any DIP Collateral, Pre-Petition Noteholder Collateral or 

Equipment Collateral, as applicable, or an office, and each filing office is directed to accept such 

certified copy of this Order for filing and recording.   

13. Reimbursement of Expenses. All reasonable costs and expenses incurred by DIP 

Lender in connection with the negotiation and drafting of this Order and the DIP Loan 

Documents (or any amendments thereto), the preservation, perfection, protection and 

enforcement of DIP Lender's rights hereunder or under the DIP Loan Documents, the collection 

of the DIP Obligations, or the monitoring of these Chapter 11 cases, including, without 

limitation, all filing and recording fees and reasonable fees and expenses of attorneys, 

accountants, appraisers and other professionals incurred by DIP Lender in connection with any 

of the foregoing, whether any of the foregoing were incurred prior to or after the Petition Date, 

shall form a part of the DIP Obligations and shall be paid by Borrowing Debtors (without the 

necessity of filing any application with or obtaining further order from the Court) in accordance 

with the terms of the DIP Loan Documents and with notice to the U.S. Trustee and any 

Committee.  In no event shall any statement submitted by DIP Lender to Borrowing Debtors, any 

committee or any other interested person (or any of their respective professionals), with respect 

to fees or expenses incurred by DIP Lender to any professional retained by DIP Lender operate 
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to waive the attorney/client privilege, the work-product doctrine, or any other evidentiary 

privilege or protection recognized under applicable law. 

14. Amendments to DIP Loan Documents. Borrowing Debtors and DIP Lender are 

hereby authorized to execute, deliver and implement, in accordance with the terms of the DIP 

Loan Documents and without further order of the Court, any amendments to and modifications 

of any of the DIP Loan Documents on the following conditions: (i) the amendment or 

modification must not constitute a material change to the terms of the DIP Loan Documents, 

(ii) copies of the amendment or modification must be served upon counsel for each Committee 

(and, prior to the appointment of a Committee, upon the holders of the fifty (50) largest general 

unsecured claims against Borrowing Debtors), the U.S. Trustee, the Indenture Trustee, the ad hoc 

group of certain Pre-Petition Note Holders, and other interested parties specifically requesting 

such notice, and (iii) notice of the amendment is filed with the Court. Any amendment or 

modification that constitutes a material change, to be effective, must be approved by the Court.  

For purposes hereof, a "material change" shall mean a change that operates to shorten the DIP 

Facility, increase the aggregate amount of the commitment for DIP Loans or Letters of Credit 

under the DIP Facility, increase the rate of interest other than as provided in or contemplated by 

the DIP Loan Documents, add specific events of default, or enlarge the nature and extent of 

default remedies available to DIP Lender following an Event of Default under (and as defined in) 

the DIP Loan Agreement.   

15. Events of Default; Remedies.   

a. Events of Default and Remedies.  An Event of Default shall be deemed to 

have occurred and exist for purposes of this Order upon the occurrence of an "Event of Default" 

under (and as defined in) the DIP Loan Agreement. 
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b. Enforcement of Remedies.  Upon or after the occurrence of any Event of 

Default, DIP Lender shall be fully authorized, in its sole discretion, to exercise all remedies 

available to it under the DIP Loan Documents and applicable law, including, without limitation, 

the right to terminate further Credit Extensions under the DIP Facility; accelerate the maturity 

and demand payment of all of the DIP Obligations; hold and apply to the payment of any of the 

DIP Obligations any balances in any deposit accounts of each Borrowing Debtor (except those 

accounts that are subject to the Noteholders Collateral); cause to be cash collateralized (to the 

extent not previously cash collateralized), whether from Cash Collateral or DIP Loans (which 

may be funded irrespective of termination of the DIP Facility), any contingent obligations of 

Borrowing Debtors to DIP Lender, including those under any Letters of Credit; and upon at least 

five (5) business days prior written notice to counsel for Borrowing Debtors, counsel for each 

Committee (or, prior to the appointment of a Committee, to the holders of the twenty (20) largest 

general unsecured claims against Borrowing Debtors), counsel for the Indenture Trustee, counsel 

for the ad hoc group of certain Pre-Petition Note Holders and the U.S. Trustee (during which 

five-day notice period, Borrowing Debtors will be entitled to seek an emergency hearing with the 

Court regarding such enforcement), enforce and foreclose upon the DIP Liens with respect to 

any or all of the DIP Collateral and take all other actions and exercise all other remedies under 

the DIP Loan Documents and applicable law that may be necessary or deemed appropriate by 

DIP Lender to collect any of the DIP Obligations and otherwise enforce this Order and any DIP 

Loan Documents as if these Chapter 11 cases or any superseding Chapter 7 case were not 

pending; provided, however, that, such actions or exercise of remedies by DIP Lender shall be 

with respect to the DIP Collateral only and DIP Lender shall not be authorized to take any such 

actions or exercise any such remedies with respect to the Pre-Petition Noteholder Collateral.   
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c. Enforcement of Remedies in the Court.  In addition to the remedies set 

forth herein and in the DIP Loan Documents, upon the occurrence and during the continuation of 

an Event of Default, during any period that Full Payment of the DIP Obligations has not 

occurred and to provide for an orderly disposition of the DIP Collateral, Borrowing Debtors 

shall, if so requested in writing by DIP Lender (with a copy of such request concurrently 

delivered to counsel for each Committee), file (i) one or more motions seeking to sell, assume 

and assign, or otherwise dispose of any or all of the DIP Collateral as DIP Lender may direct 

(and as the Court may approve) pursuant to Sections 363 and 365 of the Bankruptcy Code and (if 

necessary or appropriate) motions to establish reasonable and customary bid procedures, and (ii) 

any further motions necessary to maximize the value received from the sale or disposition of the 

DIP Collateral, including, without limitation, motions to retain any additional professionals to 

assist Borrowing Debtors in the sale of the DIP Collateral.  Borrowing Debtors shall file any 

such motions promptly (and in any event within twenty-five (25) days) after DIP Lender's 

request therefor and shall diligently prosecute all such motions for so long as Full Payment of the 

DIP Obligations has not occurred.  In the event of any sale or disposition of the DIP Collateral in 

accordance with this paragraph or otherwise, DIP Lender shall have the right to credit bid any or 

all of the DIP Obligations under Section 363(k) of the Bankruptcy Code. 

d. Rights of Pre-Petition Noteholders to Exercise Remedies.  Upon the 

occurrence and during the continuation of an Event of Default, the Indenture Trustee or the Pre-

Petition Noteholders shall, with respect to the Pre-Petition Noteholder Collateral be entitled to 

take the very same actions and exercise all remedies listed and set forth in subparagraphs (b) and 

(c) of paragraph 15 of this Order in accordance with the Pre-Petition Indenture and all related 

documents. 
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e. Application of DIP Collateral Proceeds. Notwithstanding any contrary 

provision contained in this Order, if DIP Lender or Pre-Petition Credit Parties shall proceed to 

enforce the DIP Liens, Pre-Petition Revolver Liens, or Pre-Petition Revolver Replacement Liens 

in respect of any DIP Collateral, then DIP Lender may, in its discretion, elect to apply all 

proceeds of the DIP Collateral to the payment or cash collateralization of the DIP Obligations or 

the Pre-Petition Revolver Debt, in such order of application as DIP Lender may elect in its 

discretion, and any application to the Pre-Petition Revolver Debt shall not be deemed to reduce 

the amount of the DIP Obligations. 

f. Rights Cumulative.  The rights, remedies, powers and privileges conferred 

upon DIP Lender pursuant to this Order shall be in addition to and cumulative with those 

contained in the DIP Loan Documents. 

16. Monitoring and Inspection of DIP Collateral.   

a. Inspection Rights.  Representatives of DIP Lender, Pre-Petition Credit 

Parties and the Indenture Trustee shall be authorized to visit the business premises of Borrowing 

Debtors and their subsidiaries in accordance with the terms of the DIP Loan Agreement, the Pre-

Petition Loan Documents or Pre-Petition Indenture to (i) inspect any DIP Collateral or Pre-

Petition Noteholder Collateral, as applicable, or other assets, (ii) inspect and make copies of any 

books and records of Borrowing Debtors, and (iii) verify or to obtain supporting details 

concerning the financial information to be provided to Pre-Petition Credit Parties, DIP Lender or 

the Indenture Trustee hereunder or under any of the DIP Loan Documents, Pre-Petition Loan 

Documents or Pre-Petition Note Documents, all as permitted by such documents. 

b. DIP Lender's Right to Retain Professional Persons.  DIP Lender shall be 

authorized to retain attorneys, appraisers, consultants, auditors and financial advisors, at 
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Borrowing Debtors' expense, which attorneys, appraisers, consultants, auditors and advisors shall 

be afforded reasonable access to the DIP Collateral and Borrowing Debtors' business premises, 

during normal business hours, for purposes of monitoring the business of Borrowing Debtors, 

verifying Borrowing Debtors' compliance with the terms of the DIP Loan Documents and this 

Order, and appraising all or any part of the DIP Collateral. 

17. Modification of Automatic Stay.  The automatic stay provisions of Section 362 

of the Bankruptcy Code are hereby modified to the extent necessary to implement the provisions 

of this Order and the DIP Loan Documents, thereby permitting (a) DIP Lender, inter alia, to 

receive collections of DIP Collateral for application to the DIP Obligations as provided herein; 

(b) DIP Lender or Indenture Trustee to file or record any UCC-1 financing statements, 

mortgages, deeds of trust, security deeds and other instruments and documents evidencing or 

validating the perfection of the DIP Liens; (c) DIP Lender or Indenture Trustee to enforce the 

DIP Liens as and to the extent authorized by this Order; and (d) upon the occurrence and 

continuation of an Event of Default, Indenture Trustee or Pre-Petition Note Holders to take any 

actions to enforce the Prepetition Noteholder Liens in accordance with the Pre-Petition Indenture 

and all related documents. 

18. Deadline for Challenge to Pre-Petition Revolver Liens and Pre-Petition 

Revolver Debt.  Each Borrowing Debtor has voluntarily made the stipulations contained in 

paragraph H hereinabove (the "Borrowing Debtors' Stipulations").  In consideration of (i) DIP 

Lender's agreement to provide Credit Extensions pursuant to the DIP Loan Documents and to 

consent to the use of Cash Collateral, and (ii) the consent of the Pre-Petition Note Holder to use 

of their cash collateral and other Noteholder Collateral, each Borrowing Debtor has waived and 

shall be barred (a) from challenging the amount, validity, extent, perfection or priority of or 
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seeking to set aside, avoid, offset, subordinate or recharacterize any: of (x) the Pre-Petition 

Revolver Debt of a Borrowing Debtor or any Pre-Petition Revolver Liens in any Pre-Petition 

Revolver Collateral of a Borrowing Debtor or (y) the Pre-Petition Note Debt of a Borrowing 

Debtor or any Pre-Petition Noteholder Liens in any Pre-Petition Noteholder Collateral of a 

Borrowing Debtor; and (b) from asserting against any Pre-Petition Credit Party, Indenture 

Trustee or Pre-Petition Note Holder a claim under any contract or tort (including, without 

limitation, lender liability) theories of recovery or pursuant to Section 105 or Chapter 5 

(including, without limitation, Sections 510, 544, 547, 548, 549 or 550) of the Bankruptcy Code.  

The Borrowing Debtors' Stipulations shall be binding on Borrowing Debtors, but shall be subject 

to the right of any party in interest, including, without limitation, a Committee, to the extent that 

such party has or is otherwise granted standing to do so, to commence an appropriate adversary 

proceeding or contested matter (a "Challenge") objecting to the validity, amount or allowance of 

the Pre-Petition Revolver Debt or the Pre-Petition Note Debt or the extent, validity, perfection or 

non-avoidability of the Pre-Petition Revolver Liens in the Pre-Petition Revolver Collateral or the 

Pre-Petition Noteholder Liens in the Pre-Petition Noteholder Collateral or seeking disgorgement 

of or offset against all or part of the payment of the Pre-Petition Revolver Debt or Pre-Petition 

Note Debt by a Borrowing Debtor, which adversary proceeding or contested matter must be filed 

no later than the earlier to occur of (i) 60 days from the date of the Final Hearing, and (ii) the 

date of confirmation of Debtors' chapter 11 plan (unless such periods are extended by Court 

order for cause shown, prior to expiration of any such period).  If a party in interest has not 

obtained an order from the Court granting it standing to pursue any such Challenge, then such 

party in interest shall be required promptly to seek such an order as a condition to its further 

prosecution of such Challenge, subject to any objection by Borrowing Debtors, Pre-Petition 
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Credit Parties, the Indenture Trustee, Pre-Petition Note Holder or any other interested party 

(provided that the Court may grant standing to a party in interest, including, without limitation, a 

Committee, over the objection of Borrowing Debtors or any other interested party if it 

determines such objection to be without merit), and such party in interest's authority to prosecute 

such Challenge shall be contingent upon its obtaining such an order. In no event shall the filing 

of any such Challenge affect any of the rights, privileges, powers or remedies of Pre-Petition 

Credit Parties, the Indenture Trustee, Pre-Petition Note Holders or DIP Lender under this Order, 

the DIP Loan Documents, the Pre-Petition Loan Documents or the Pre-Petition Note Documents 

pending a ruling on such Challenge.  If such Challenge is not timely filed or if standing to a party 

in interest in connection with any such Challenge is not granted, (i) with respect to the Pre-

Petition Revolver Debt and Pre-Petition Note Debt of a Borrowing Debtor, all of the Pre-Petition 

Revolver Debt and Pre-Petition Note Debt shall be deemed a legal, valid, binding and 

enforceable claim that is allowed in full as a secured claim and not subject to subordination or 

recharacterization in these cases, in any superseding Chapter 7 cases or in any other proceedings; 

(ii) with respect to the Pre-Petition Revolver Liens granted by a Borrowing Debtor as security for 

the Pre-Petition Revolver Debt and the Pre-Petition Noteholder Liens granted by a Borrowing 

Debtor as security for the Pre-Petition Note Debt, such prepetition liens shall be deemed to be 

legal, valid, binding, enforceable, perfected and unavoidable in these cases, in any superseding 

Chapter 7 cases and in any other proceedings; and (iii) all claims and other causes of action 

(including, without limitation, causes of action or theories of recovery pursuant to Section 105 or 

Chapter 5 of the Bankruptcy Code) against Pre-Petition Credit Parties, the Indenture Trustee and 

Pre-Petition Note Holders shall be forever waived and barred. 
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19. Service of Order.  Promptly after the entry of this Order, Borrowing Debtors 

shall mail, by first class mail, a copy of this Order, the Motion (and all exhibits attached to the 

Motion), and a notice of the Final Hearing, to counsel for DIP Lender, the U.S. Trustee, counsel 

for each Committee (or, if no Committee has been formed as of the entry of this Order, then the 

holders of the twenty largest general unsecured claims against Borrowing Debtors), counsel for 

the Indenture Trustee, counsel to the ad hoc group of Pre-Petition Note Holders, each creditor 

known by Borrowing Debtors to have or assert a lien upon any DIP Collateral, the Internal 

Revenue Service, the Equipment Lien Creditors and all parties (if any) who have filed requests 

for notices under Rule 2002 of the Bankruptcy Rules, and shall file a certificate of service 

regarding same with the Clerk of the Court. Such service shall constitute good and sufficient 

notice of the Final Hearing.  Such service shall constitute good and sufficient notice of the Final 

Hearing. 

20. No Deemed Control.  By consenting to this Order, making Credit Extensions to 

Borrowing Debtors and administering the financing relationship with Borrowing Debtors 

pursuant to the DIP Loan Documents, DIP Lender shall not be deemed to be in control of any 

Borrowing Debtor or any Borrowing Debtor's operations or to be acting as a "responsible 

person," "managing agent" or "owner or operator" (as such terms are defined in the United States 

Comprehensive Environmental Response, Compensation and Liability Act, as amended, or any 

similar state or federal statute) with respect to the operations or management of such Borrowing 

Debtor. 

21. Binding Effect; Successors and Assigns.  Immediately upon entry of this Order 

by the Court (notwithstanding any applicable law or rule to the contrary), the provisions of 

this Order shall be binding upon and inure to the benefit of all parties in interest in these Chapter 
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11 cases, including, without limitation, DIP Lender, Pre-Petition Credit Parties, the Indenture 

Trustee, the Pre-Petition Note Holders, the Equipment Lien Creditors and Borrowing Debtors 

and their respective successors and assigns (including, without limitation, any Chapter 11 trustee 

hereafter appointed or elected for the estate of any Borrowing Debtor or any Chapter 7 trustee 

appointed in any superseding Chapter 7 case); provided however that DIP Lender shall have no 

obligation to make Credit Extensions to, or consent to the use of Cash Collateral by, any 

Chapter 7 or Chapter 11 trustee appointed or elected for the estate of any Borrowing Debtor. 

22. Order Controls.  In the event of any inconsistency between the terms of the DIP 

Loan Documents and this Order, the provisions of this Order shall govern and control. 

23. Final Hearing. The Final Hearing on the Motion shall be held at _____ o'clock 

_.m., on __________, 2010, at Courtroom ________, _________________________________. 

If no objection to the Motion or this Order is timely filed and asserted at the Final Hearing, then 

this Order shall continue in effect in accordance with its terms subject to such modifications as 

the Court may make at the Final Hearing and that are acceptable to DIP Lender and Borrowing 

Debtors.  If any or all of the provisions of this Order are modified, vacated or stayed as the result 

of any objection timely filed and asserted at the Final Hearing, then, without limiting the 

provisions of paragraph 25 hereof, any DIP Obligations incurred prior to the effective date of 

such modification, vacation or stay shall be governed in all respects by the original provisions of 

this Order, and DIP Lender shall be entitled to the protections afforded under Section 364(e) of 

the Bankruptcy Code and to all the rights, remedies, privileges, and benefits, including, 

without limitation, the DIP Liens and Superiority Claim status granted herein and pursuant to the 

DIP Loan Documents with respect to all such DIP Obligations.   
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24. Objection Deadline.  If any party in interest shall have an objection to any of the 

provisions of this Order, such party shall be authorized to assert such objection at the Final 

Hearing, provided that a written statement setting forth the basis for such objection is filed with 

the Court, and concurrently served upon the Office of the United States Trustee, 33 Whitehall St 

# 21, New York, New York 10004-2122; counsel for Debtors, Kirkland & Ellis LLP, 300 North 

LaSalle, Chicago, Illinois 60654, Attention: Ryan Bennett; counsel for the Indenture Trustee, 

___________________________; and counsel for Pre-Petition Credit Parties and DIP Lender, 

Parker Hudson Rainer & Dobbs LLP, 1500 Marquis Two Tower, 285 Peachtree Center Avenue, 

Atlanta, Georgia 30303, Attention: C. Edward Dobbs, Esq., and Hahn & Hessen LLP, 488 

Madison Avenue, New York, New York, 10022, Attention: Joshua I. Divack, Esq., so that such 

objections and responses are filed on or before 5:00 p.m., prevailing Eastern time on 

_____________, 2010.  Any objecting party should appear at the Final Hearing to assert the 

basis for such objection before the Court or the Court may deem such objection to have been 

waived and abandoned by such objecting party.   

25. Effect of Appeal.  Consistent with Section 364(e) of the Bankruptcy Code, if any 

or all of the provisions of this Order are hereafter modified, vacated or stayed on appeal: 

a. such stay, modification or vacation shall not affect the validity of any 

obligation, indebtedness, liability or DIP Liens granted or incurred by Borrowing Debtors to DIP 

Lender prior to the effective date of such stay, modification or vacation, or the validity, 

enforceability or priority of any DIP Liens, priority or right authorized or created under the 

original provisions of this Order or pursuant to the DIP Loan Documents; and 

b. any indebtedness, obligation or liability incurred by Borrowing Debtors to 

DIP Lender under the DIP Loan Documents prior to the effective date of such stay, modification 



 

-44- 
K&E 18047793 

or vacation shall be governed in all respects by the original provisions of this Order, and DIP 

Lender shall be entitled to all the rights, remedies, privileges and benefits, including, without 

limitation, the DIP Liens and priorities granted herein and pursuant to the DIP Loan Documents, 

with respect to any such indebtedness, obligation or liability. All Credit Extensions under the 

DIP Loan Documents are made in reliance upon this Order, and, therefore, the indebtedness 

resulting from such Credit Extensions prior to the effective date of any stay, modification or 

vacation of this Order cannot (i) be subordinated, (ii) lose the priority of the DIP Liens or 

Superpriority Claim status, or (iii) be deprived of the benefit of the status of the DIP Liens and 

Superpriority Claim granted to DIP Lender under this Order or the DIP Loan Documents, as a 

result of any subsequent order in any one of these Chapter 11 cases, or any superseding cases, of 

Borrowing Debtors. 

26. Effectiveness.  This Order shall take effect and be enforceable immediately upon 

entry hereof notwithstanding any contrary Bankruptcy Rule or Rule of Civil Procedure and there 

shall be no stay of execution or effectiveness of this Order. 

27. Inconsistencies.  To the extent that any provisions in the DIP Loan Agreement 

are inconsistent with any of the provisions of this Order, the provisions of this Order shall govern 

and control. 

28. Retention of Jurisdiction.  The Court has and will retain jurisdiction to enforce 

this Order according to its terms. 

 
      ____________________________________ 
      Judge, United States Bankruptcy Court
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APPROVED FOR ENTRY: 

KIRKLAND & ELLIS LLP 
Ryan Bennett, Esq. 
Paul Wierbicki, Esq. 
300 North LaSalle 
Chicago, Illinois 60654 
Telephone:  (312) 862-2000 
Facsimile:  (312) 862-2200 
ryan.bennett@kirkland.com  
paul.wierbicki@kirkland.com 

Counsel for Debtors  

HAHN & HESSEN 
Joshua I. Divack, Esq. 
488 Madison Avenue 
New York, New York 10022 

PARKER, HUDSON, RAINER & DOBBS LLP 
C. Edward Dobbs 
Douglas A. Nail 
1500 Marquis Two Tower 
285 Peachtree Center Avenue, NE 
Atlanta, Georgia 30303 
Telephone:  (404) 523-5300 
Facsimile:   (404) 522-8409 
edobbs@phrd.com 
dnail@phrd.com 

Co-Counsel for Pre-Petition Credit Parties and DIP Lender 

SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP 
Chris L. Dickerson 
155 North Wacker Drive 
Chicago, Illinois 60606 
Telephone:  (312) 407-0700 
Facsimile:  (312) 407-8680 
chris.dickerson@skadden.com 
 
Counsel for the ad hoc group of certain Pre-Petition Note Holders 
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Merola Declaration 



 

  
 

UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

 )  
In re: ) Chapter 11 
 )  
INSIGHT HEALTH SERVICES 
HOLDINGS CORP., et al.,1 

) 
) 

Case No. 10-[_____] (___) 

 )  
   Debtors. ) (Joint Administration Requested) 
 )  

 
DECLARATION OF FRANK A. MEROLA IN SUPPORT OF THE DEBTORS’ 

MOTION FOR ENTRY OF INTERIM AND FINAL ORDERS (A) AUTHORIZING  
THE DEBTORS TO OBTAIN POSTPETITION FINANCING AND LETTERS OF  
CREDIT (B) AUTHORIZING THE DEBTORS TO USE CASH COLLATERAL,  

(C) GRANTING ADEQUATE PROTECTION TO PREPETITION  
SECURED LENDERS AND (D) SCHEDULING A FINAL HEARING 

 I, Frank A. Merola hereby declare, pursuant to 28 U.S.C. § 1746, under penalty of 

perjury: 

1. I am a Managing Director of Jefferies & Company, Inc. (“Jefferies”), a financial 

advisory and investment banking firm with offices located at 520 Madison Avenue, New York, 

New York 10022.  I submit this declaration (this “Declaration”) in support of the Debtors’ 

Motion for Entry of Interim and Final Orders (A) Authorizing the Debtors to Obtain Postpetition 

Financing and Letters Of Credit (B) Authorizing the Debtors to Use Cash Collateral, 

(C) Granting Adequate Protection to Prepetition Secured Lenders and (D) Scheduling a Final 
                                                 
1  The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, include:  InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770); 
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight 
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930); 
North Carolina Mobile Imaging II LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina 
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile 
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange 
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LLC (2858); and Signal Medical 
Services, Inc. (2413).  The location of the Debtors’ corporate headquarters and the Debtors’ service address 
is:  26250 Enterprise Court, Suite 100, Lake Forest, California 92630. 



 

 2 
 

Hearing (the “DIP Motion”), which seeks approval of the Debtors’ proposed debtor in 

possession credit facility of up to $15 million (the “DIP Facility”)2 and use of certain cash 

collateral held by the Agent (the “Revolver Cash Collateral”).3 

2. The statements in this Declaration are, except where specifically noted, based on 

either my personal knowledge or opinion, on information that I have received from the Debtors’ 

employees or advisors and/or employees of Jefferies working directly with me or under my 

supervision, direction or control or from the Debtors’ records maintained in the ordinary course 

of their business.  I am not being compensated specifically for this testimony other than through 

payments received by Jefferies as a professional to be retained by the Debtors.  If I were called 

upon to testify, I could and would testify competently to the facts set forth herein.  I am 

authorized to submit this Declaration on behalf of the Debtors. 

Qualifications 

3. Jefferies is the principal U.S. operating subsidiary of Jefferies Group, a public 

corporation that provides strategic, investment banking and financial advisory services in large-

scale corporate restructuring transactions.  Jefferies currently has approximately 25 banking 

professionals working on active engagements in its Recapitalization & Restructuring Group.  

Jefferies’ professionals have extensive experience in providing financial advisory and investment 

banking services to financially distressed companies and to creditors, equity holders and other 

constituencies in reorganization proceedings and complex financial restructurings, both in- and 

out-of-court, including in connection with the restructuring of, among other companies, Bally 

                                                 
2  The significant terms of the DIP Facility are described below and set forth in greater detail in the DIP Motion. 

3  Capitalized terms used but not otherwise defined herein shall have the meanings set forth in the DIP Motion. 
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Total Fitness, Movie Gallery, Summit Global Logistics, Solutia, Federal Mogul Corporation and 

Tronox Inc.     

4. I have more than two decades of experience in business reorganization and 

bankruptcy.  I have been a Managing Director in Jefferies’ Recapitalization & Restructuring 

Group since July 2008 and provided restructuring advice to numerous debtors, committees and 

creditor groups.  Prior to joining Jefferies, I was a restructuring attorney with Stutman, Treister 

& Glatt, P.C., a Los Angeles-based boutique law firm.  I am a member of a number of 

restructuring trade organizations including the American Bankruptcy Institute and the 

Turnaround Management Association and a frequent speaker at restructuring industry 

conferences and other industry related guest lecture events.  I hold a J.D. from the University of 

California at Los Angeles School of Law and a B.S. in business administration from Georgetown 

University. 

The Debtors’ Liquidity Requirements4 

5. Since June 2010, Jefferies has rendered financial advisory services to the Debtors 

in connection with their restructuring efforts.  In advising the Debtors, Jefferies has developed a 

great deal of institutional knowledge regarding the Debtors’ business, finances, operations and 

systems.   

6. Over the past few years, the Debtors have faced a number of financial challenges 

that have placed a strain on their liquidity situation, precipitating the filing of these chapter 11 

                                                 
4  In addition to the details provided herein, the Declaration of Keith S. Kelson of InSight Health Services 

Holdings Corp. (I) in Support of Debtors’ Chapter 11 Petitions and First Day Motions and (II) Pursuant to Local 
Bankruptcy Rule 1007-2, filed contemporaneously herewith, provides a detailed description of the issues facing 
the Debtors.   
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cases.  These challenges include, among others, a significant debt burden, restricted access to 

liquidity, increased competition and changing health laws and regulations. 

7. As of the Petition Date, the Debtors’ prepetition capital structure consists 

primarily of the following: 

(a) that certain Second Amended and Restated Loan and Security Agreement 
dated as of August 31, 2007 and amended from time to time, by and  
among the Debtors and Bank of America, N.A., as collateral and 
administrative agent, and the lenders from time to time party thereto, 
which obligations consist of a $20 million revolving credit facility that is 
undrawn (but under which have been issued approximately $1.65 million 
of letter-of-credit obligations of the Debtors), together with any other 
obligations related thereto, including any accrued and accruing unpaid 
interest, costs, fees and indemnities; and 

(b) those certain senior secured floating rate notes due 2011 issued pursuant to 
the Indenture dated as of September 22, 2005 by and among the Debtors 
and U.S. Bank, as indenture trustee, which obligations consist of 
approximately $293,500,000 in outstanding principal balance together 
with any other obligations related thereto, including any accrued and 
accruing unpaid interest, costs, fees and indemnities. 

8. I understand that obligations under the Revolving Credit Facility are secured by 

first-priority liens on substantially all ordinary-course accounts receivables and related cash 

accounts of the Debtors. I further understand that obligations under the Senior Secured Notes are 

secured by substantially all of the Debtors’ assets (excluding, among certain other assets, the 

Debtors’ ordinary-course receivables and related cash accounts securing the Revolving Credit 

Facility). Based on these security interests, I have been told to assume that all cash proceeds 

generated by the Debtor in the ordinary course of its business is “cash collateral,” as that term is 

defined in section 363(a) of the Bankruptcy Code. 

9. In connection with its analysis of their business, the Debtors, with the assistance 

of Jefferies, formulated the Budget, which is attached hereto as Exhibit 1.  The Budget is 
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intended to project all cash receipts and expenditures from the Debtors’ business for the first 13 

weeks after the Petition Date. 

10. As the Budget reveals, the Debtors require access to Revolver Cash Collateral to 

satisfy their ongoing obligations, but access to the Revolver Cash Collateral is not enough.  In 

addition, the Debtors will require access to additional funds to satisfy ongoing obligations. 

11. In light of the foregoing, I believe that the Debtors require postpetition financing 

and a long term restructuring solution to remain competitive.  The proposed DIP Facility and the 

use of Revolver Cash Collateral will provide the Debtors with funds to meet their obligations to 

vendors and customers, to make necessary capital expenditures and to satisfy working capital 

and other operational needs, all of which will preserve the value of the Debtors’ estates.  The 

proposed DIP Facility not only satisfies the Debtors’ postpetition financing needs, but also 

maximizes the Debtors’ ability to obtain exit financing upon confirmation of the Plan.   

12. I believe that, without access to the DIP Facility and the use of Revolver Cash 

Collateral as provided in the DIP Motion, the Debtors may have to curtail or potentially even 

terminate their business operations to the material detriment of creditors, customers, vendors, 

employees and other parties in interest.   

Efforts to Obtain Postpetition Financing and Use of Revolver Cash Collateral 
 

13. Beginning in the summer of 2010, the Debtors and Jefferies evaluated several 

alternatives, including asset sales, out-of and in-court debt for equity exchanges and a chapter 11 

restructuring.  By September 2010, we decided that a debt for equity exchange involving the 

Senior Secured Notes would present the most effective method to significantly reduce the 

Debtors’ leverage and improve liquidity.  Moreover, because the Noteholders were relatively 



 

 6 
 

concentrated, the Debtors and their advisors believed that the most efficient method for 

accomplishing this transaction would have been an out-of-court exchange.   

14. With this in mind, Jefferies, along with the Debtors, approached certain holders of 

the Senior Secured Notes, as well as certain other Noteholders, regarding the possibility of 

executing an out-of-court debt for equity exchange.  Despite weeks of discussions, ultimately, we 

realized that the Debtors would not be able to obtain the near 100% consent necessary to execute 

an out-of-court exchange offer.  To conserve cash while continuing to explore achievable 

strategic alternatives, the Debtors, with Jefferies’ input, determined not to make the 

approximately $4.2 million November 1, 2010 interest payment on the Senior Secured Notes, 

starting the 30-day grace period (which was subsequently extended through forbearances).  At 

this point, it became clear that the most feasible de-leveraging option for the Debtors was a 

chapter 11 restructuring effected through the prepackaged Plan.  

15. To ensure that the Debtors maintain sufficient liquidity to finance their operations 

during their chapter 11 cases, Jefferies, along with the Debtors, determined that the Debtors 

required debtor in possession financing.  After evaluating their cash needs, we concluded that the 

required postpetition financing facility would be smaller than the prepetition Revolving Credit 

Facility.  Both Bank of America and a Noteholder expressed interest in providing debtor in 

possession financing.  Neither Bank of America nor the Noteholders indicated that they had any 

willingness to be primed on their respective collateral by a third party lender nor were they 

willing to extend credit on an unsecured basis.   

16. Nearly all of the Debtors bank accounts are held at Bank of America.  The 

Debtors maintain a complex network of approximately 90 deposit accounts.  Due to certain 

Medicare and state Medicaid regulations, it is extremely cumbersome for the Debtors to move 
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their cash management system to an alternate bank.  Moreover, the Debtors and their advisors 

believed that Bank of America’s consent to use Revolver Cash Collateral was premised in part 

upon the Agent providing the Debtors’ postpetition financing, which consent may not have been 

obtained otherwise.  Once aware of these circumstances, the Noteholder ceased pursuing 

opportunities to provide the Debtors with postpetition financing. 

17. Because of (a) the relatively small size of the DIP Facility and, notably, that all 

but one of the Debtors’ bank accounts are maintained at Bank of America (and serve as collateral 

under the Revolving Credit Facility), (b) Bank of America’s and the Noteholders’ resistance to 

being primed on their respective collateral, (c) the complexity of moving the Debtors’ cash 

management system and (d) the impending expiration of the 30-day grace period, I believe that 

the Bank of America proposal was the best option under the circumstances.  

18. I believe that the terms of the DIP Facility and the use of Revolver Cash 

Collateral are consistent with the market.  Specifically, I believe that the fees and interest rates 

associated with the DIP Facility are reasonable under the circumstances.  Through the DIP 

Facility, the Debtors, Jefferies and the Debtors’ other advisors obtained Bank of America’s and 

the Noteholders’ support for the relief requested in the DIP Motion, including consent to the use 

of Revolver Cash Collateral and the adequate protection packages provided by the Debtors.  In 

sum, I believe that the DIP Facility (a) provides the most advantageous terms to the Debtors and 

their estates under the circumstances and in light of the Debtors’ immediate liquidity need, 

(b) causes the least disruption to their business, (c) is on market terms and (d) facilitates the 

Debtors’ restructuring efforts.  Significantly, the proposed DIP Facility is a key element of a 

prepackaged Plan where the overwhelming majority of the Debtors’ creditors are paid in full. 
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19. Further, a new lender would likely need to conduct significant diligence prior to 

committing financing.  In addition, another party would be added to the negotiating table in a 

case where there was little time to come to a consensus on a chapter 11 plan.  Simply put, the 

Debtors did not (a) have sufficient time to qualify and vet additional lenders prior to the 

expiration of the 30-day grace period and (b) wish to jeopardize their cash flows and cash 

management system given Medicare’s restrictions.  The Debtors, with the advice of Jefferies, 

realized that entertaining a proposal for postpetition financing other than from Bank of America 

or one or more of the Noteholders would be highly disruptive to the Debtors’ business, 

substantially erode value and greatly impair the Debtors’ ability to achieve a swift restructuring 

that preserves value.   

The DIP Facility Terms are Fair and Reasonable 
 

20. During late November 2010, the Debtors and the Agent exchanged several 

iterations of term sheets for the DIP Facility along with drafts of the DIP Credit Agreement.  

These negotiations were conducted in good faith and at arm’s-length.  The Debtors and the 

Agent continued to negotiate and finalize up until the Petition Date.   

21. Moreover, the Debtors and their advisors negotiated the DIP Facility as an 

integral part of a consensual restructuring of the Debtors’ principal prepetition obligations with 

the Ad Hoc Group resulting in the Plan.  The Ad Hoc Group supports the DIP Facility, which 

resulted from numerous discussions regarding the Plan and the Debtors’ restructuring objectives.  

The Ad Hoc Group’s support for the Debtors’ restructuring plans is critical to the Debtors’ 

ability to expeditiously and successfully conclude these chapter 11 cases. 

22. These negotiations, which were intensive and arm’s length, culminated in an 

agreement with the Agent to provide a postpetition financing facility in an aggregate principal 



 

 9 
 

amount of up to $15,000,000, which Jefferies and the Debtors have determined should be 

sufficient to support the Debtors’ ongoing operations and reorganization activities through the 

pendency of these chapter 11 cases.  The interest rate on the DIP Facility is the Base Rate plus 

3.00% per annum, with increases under certain circumstances.  The DIP Lenders will be paid a 

closing fee of $300,000, an unused line fee, certain LC Facility fees and certain fees related to 

the Agent’s examination of the Debtors’ books and records as set forth in the DIP Credit 

Agreement.   

23. I am generally aware that terms similar to those included in the DIP Facility have 

been approved in numerous recent and/or ongoing cases.  I believe that the terms of the DIP 

Credit Agreement and all other financial accommodations provided under the DIP Credit 

Agreement are fair and reasonable and offer the most favorable terms on which the Debtors 

could obtain needed postpetition financing given the circumstances.  Further, the Debtors’ 

significant secured debt and lack of unencumbered assets precluded them from obtaining 

postpetition financing in the amount they require on terms other than on a secured and 

superpriority basis.  Moreover, the DIP Facility addresses the Debtors’ working capital and 

liquidity needs and will enable the Debtors to preserve their value as a going concern.   



 

  
 

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true 

and correct to the best of my knowledge and belief. 

 
Dated:  December 10, 2010 
 

 
Respectfully submitted, 

 /s/ Frank A. Merola 
 Frank A. Merola 

Managing Director 
Jefferies & Company, Inc. 

 



 

  
 

 
 

Exhibit 1 
 

Budget 
 



 

   
 

Projected Week Ending
12/17/10 12/24/10 12/31/10 01/07/11 01/14/11 01/21/11 01/28/11 02/04/11 02/11/11 02/18/11 02/25/11 03/04/11 03/11/11

Total Cash Receipts 4,114$        4,308$        2,813$        4,077$        4,073$        4,643$        4,512$        3,929$        4,656$        5,934$        4,977$        3,978$        4,422$        

Operating Disbursements 7,906$        2,014$        6,428$        3,105$        5,368$        2,090$        5,439$        4,247$        4,678$        3,923$        5,345$        5,022$        4,602$        

Non-Operating Cash Disbursements 341             50               50               119             214             108             50               202             50               227             159             1,177          50               

Total Cash Disbursements 8,247$        2,064$        6,478$        3,224$        5,582$        2,199$        5,489$        4,449$        4,728$        4,150$        5,504$        6,199$        4,652$        

Net Cash Flow (4,133)$       2,244$        (3,665)$       852$           (1,509)$       2,444$        (977)$          (519)$          (72)$            1,784$        (527)$          (2,221)$       (229)$          

Beginning Consolidated Cash 8,717$        5,005$        6,828$        5,005$        5,005$        5,005$        5,005$        5,005$        5,005$        5,005$        5,166$        5,005$        5,005$        

DIP Draw / (Paydowns) 421             (421)            1,842          (852)            1,509          (2,444)         977             519             72               (1,623)         366             2,221          229             

Net Cash Flow (4,133)         2,244          (3,665)         852             (1,509)         2,444          (977)            (519)            (72)              1,784          (527)            (2,221)         (229)            

Ending Consolidated Cash 5,005$        6,828$        5,005$        5,005$        5,005$        5,005$        5,005$        5,005$        5,005$        5,166$        5,005$        5,005$        5,005$        

Less: Bond Collateral Cash (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         (3,070)         

Less: Consolidated Partnership Cash (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         (1,935)         

Total Unrestricted Cash -$               1,823$        -$               -$               -$               -$               -$               -$               -$               161$           -$               -$               -$               

DIP Facility

Beginning Balance -$                421$           -$                1,842$        989$           2,499$        55$             1,032$        1,551$        1,623$        -$                366$           2,587$        

Draw / Paydown 421             (421)            1,842          (852)            1,509          (2,444)         977             519             72               (1,623)         366             2,221          229             

Ending Balance 421$           -$               1,842$        989$           2,499$        55$             1,032$        1,551$        1,623$        -$               366$           2,587$        2,816$         
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Form of DIP Credit Agreement 



 

 

_________________________________________________________________________________ 

INSIGHT HEALTH SERVICES HOLDINGS CORP.,  
INSIGHT HEALTH SERVICES CORP., 

INSIGHT HEALTH CORP., 
and each of InSight Health Corp.'s affiliates listed on the pages hereto, 

 
as Borrowers 

_________________________________________________________________________________ 

_________________________________________________________________ 
_________________________________________________________________ 

POST-PETITION LOAN  AND  SECURITY  AGREEMENT 

Dated:  December 10, 2010 

$15,000,000.00 

_________________________________________________________________ 
_________________________________________________________________ 

_________________________________________________________________ 

and 

BANK OF AMERICA, N.A., as Lender 

______________________________________________________________ 
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POST-PETITION LOAN AND SECURITY AGREEMENT 

THIS POST-PETITION LOAN AND SECURITY AGREEMENT (this "Agreement") is 
made on December __, 2010, by and among INSIGHT HEALTH SERVICES HOLDINGS CORP., a 
Delaware corporation ("Parent"), INSIGHT HEALTH SERVICES CORP., a Delaware corporation 
("InSight Health"), INSIGHT HEALTH CORP. (in its capacity as Borrower and in its capacity as the 
representative of the other Borrowers pursuant to Section 4.2, "IHC"), a Delaware corporation, those 
affiliates of IHC listed on the signature pages hereto, in their capacities as Chapter 11 debtors-in-
possession (Parent, InSight Health, IHC and each of IHC's affiliates listed on the signature pages hereto, 
being referred to collectively as "Borrowers", and individually as a "Borrower"), and BANK OF 
AMERICA, N.A., a national banking association (together with its successors and assigns, "Lender").  
Capitalized terms used in this Agreement have the meanings assigned to them in Section 1. 

R e c i t a l s: 
 

IHC, certain affiliates and subsidiaries of IHC in their capacities as borrowers (collectively with 
IHC, "Pre-Petition Borrowers"), Bank of America, N.A., in its capacity as collateral and administrative 
agent (together with its successors and assigns in such capacity, "Pre-Petition Agent") for certain financial 
institutions (collectively, the "Pre-Petition Lenders"), and the Pre-Petition Lenders are parties to that 
certain Second Amended and Restated Loan and Security Agreement dated August 1, 2007 (as at any 
time amended, modified, restated or supplemented, the "Pre-Petition Loan Agreement"), pursuant to 
which the Pre-Petition Lenders have made loans and other financial accommodations to Pre-Petition 
Borrowers secured by certain personal property of Pre-Petition Borrowers. 

Pre-Petition Borrowers have informed Pre-Petition Agent and the Pre-Petition Lenders that on the 
Petition Date (as defined below), Borrowers have filed voluntary petitions for relief under Chapter 11 of 
the Bankruptcy Code in jointly administered cases (collectively, the "Chapter 11 Cases") in the United 
States Bankruptcy Court for the Southern District of New York (together with any other court having 
jurisdiction over the Chapter 11 Cases or any proceeding therein from time to time, the "Court")[, as Case 
Nos. _______________ and __________________].   

Each Borrower has requested that Lender make available a revolving credit and letter of credit  
facility to Borrowers, which shall be used by Borrowers to finance their mutual and collective enterprise 
of the provision of diagnostic imaging services through an integrated network of fixed-site centers and 
mobile facilities. In order to utilize the financial powers of each Borrower in the most efficient and 
economical manner, and in order to facilitate the financing of each Borrower's needs, Lender will, at the 
request of any Borrower, make loans to all Borrowers under the revolving credit facility on a combined 
basis and in accordance with the provisions hereinafter set forth.  Borrowers' business is a mutual and 
collective enterprise and Borrowers believe that the consolidation of all revolving credit loans under this 
Agreement will enhance the aggregate borrowing powers of each Borrower and ease the administration of 
their revolving credit loan relationship with Lender, all to the mutual advantage of Borrowers.  Lender's 
willingness to extend credit to Borrowers and to administer each Borrower's collateral security therefor, 
on a combined basis as more fully set forth in this Agreement, is done solely as an accommodation to 
Borrowers and at Borrowers' request in furtherance of Borrowers' mutual and collective enterprise. 

Each Borrower has agreed to be jointly and severally liable for loans and all other outstanding 
obligations under this Agreement and to guarantee the obligations of each of the other Borrowers under 
this Agreement and each of the other DIP Financing Documents.  Each Guarantor has agreed to jointly 
and severally guaranty the payment and performance of all of the Obligations (as defined below). 
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NOW, THEREFORE, in consideration of the premises and of the mutual covenants herein 
contained and to induce Lender to extend credit to Borrowers hereunder, for good and valuable 
consideration, the parties hereto, intending to be bound hereby, agree as follows: 

SECTION 1. DEFINITIONS; RULES OF CONSTRUCTION 

1.1. Definitions.  As used in this Agreement, the following terms shall have the meanings 
ascribed to them (terms used in the singular to have the same meaning when used in the plural, and vice 
versa): 

Acceptable Plan - a Reorganization Plan that: (i) provides for allowance of all claims in 
favor of Lender as fully secured claims; Full Payment of all Obligations and any outstanding Pre-
Petition Debt (including repayment in the form of refinancing thereof pursuant to exit financing 
provided by Lender) on the effective date of such Reorganization Plan; the full funding of the 
Carve-Out Amount; an effective date no later than forty-five (45) days after the date of entry of 
the Confirmation Order with respect to such Reorganization Plan; and a full and complete release 
of any and all Claims that any Obligor or the Estate of any Obligor might have or assert against 
Lender that arise under any provision in Chapter 5 of the Bankruptcy Code and have not been 
asserted during the pendency of the Chapter 11 Cases; or (ii) which is otherwise acceptable to 
Lender. 

Account - shall have the meaning given to the term "account" in the UCC and shall 
include any and all rights of a Borrower to payment for goods sold or leased or for services 
rendered that are not evidenced by an Instrument or Chattel Paper, whether or not they have been 
earned by performance.  For the avoidance of doubt, when used in reference to a Borrower the 
term shall include each Health-Care-Insurance Receivable of such Borrower. 

Account Debtor - a Person who is or becomes obligated under or on account of an 
Account, Chattel Paper or General Intangible. 

Accounts Formula Amount - on any date of determination thereof, an amount equal to the 
lesser of (a) 85% of the net amount of Eligible Retail Receivables on such date plus 85% of the 
net amount of Eligible Wholesale Receivables on such date or (b) the Cash Collection Limit as of 
such date.  As used herein, the phrase "net amount of Eligible Wholesale Receivables" or "net 
amount of Eligible Retail Receivables" shall mean the face amount of such Accounts on any date 
less any and all returns, rebates, discounts (which may, at Lender's option, be calculated on 
shortest terms), credits, allowances or Taxes (including sales, excise or other taxes) at any time 
issued, owing, claimed by Account Debtors, granted, outstanding or payable in connection with, 
or any interest accrued on the amount of, such Accounts at such date. 

Adequate Protection Claim - the right of the holder of a secured claim against a Borrower 
to receive periodic payments as adequate protection under Sections 361 or 363 of the Bankruptcy 
Code. 

Adjustable Availability Reserve Block - an amount equal to $4,000,000, provided that, 
such amount may be reduced as follows: 

(a) If Borrowers pursue the Plan Option, 
 

(i) The Adjustable Availability Reserve Block shall be reduced by 
$500,000 to the extent that Borrowers successfully comply with 
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Plan Benchmark #1;  
 

(ii) The Adjustable Availability Reserve Block shall be reduced by 
an additional $500,000 to the extent that Borrowers successfully 
comply with Plan Benchmark #2; and  
 

(iii) The Adjustable Availability Reserve Block shall be reduced by 
an additional $1,000,000 to the extent that Borrowers 
successfully comply with Plan Benchmark #3. 
 

(b) If Borrowers pursue the Sale Option, 
 

(i) The Adjustable Availability Reserve Block shall be reduced by 
$500,000 to the extent that Borrowers successfully comply with 
Sale Benchmark #1;  
 

(ii) The Adjustable Availability Reserve Block shall be reduced by 
an additional $500,000 to the extent that Borrowers successfully 
comply with Sale Benchmark #2; and  

 
(iii) The Adjustable Availability Reserve Block shall be reduced by 

an additional $1,000,000 to the extent that Borrowers 
successfully comply with Sale Benchmark #3. 

For the avoidance of doubt, regardless of Borrowers' successful compliance with the Plan 
Benchmarks or the Sale Benchmarks, as applicable, the "Adjustable Availability Reserve Block" 
shall not be less than $2,000,000. 

Adjusted LIBOR Rate - for any period, the per annum rate of interest (rounded up, if 
necessary, to the nearest 1/8th of 1%), determined by Lender at approximately 11:00 a.m. 
(London time) 2 Business Days prior to commencement of such period, for a term comparable to 
such period, equal to (a) the British Bankers Association LIBOR Rate ("BBA LIBOR"), as 
published by Reuters (or other commercially available source designated by Lender); or (b) if 
BBA LIBOR is not available for any reason, the interest rate at which Dollar deposits would be 
offered by Lender's London branch to major banks in the London interbank Eurodollar market.  If 
the Board of Governors imposes a Reserve Percentage with respect to Adjusted LIBOR Rate 
deposits, then the Adjusted LIBOR Rate shall be the foregoing rate, divided by 1 minus the 
Reserve Percentage. 

Affiliate - a Person (i) who directly or indirectly through one or more intermediaries 
controls, or is controlled by, or is under common control with, another Person; (ii) who 
beneficially owns or holds 10% or more of any class of the Equity Interests of another Person; or  
(iii) 10% or more of the Equity Interests with power to vote of which is beneficially owned or 
held by another Person or a Subsidiary of another Person.  For purposes hereof, "control" means 
the possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of a Person, whether through the ownership of any Equity Interest, by 
contract or otherwise. 

Agreement - this Post-Petition Loan and Security Agreement and all Exhibits and 
Schedules hereto. 
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Anti-Kickback Statutes - Section 1128B(b) of the Social Security Act and any other 
similar law, rule or regulation adopted by any Governmental Authority. 

Anti-Terrorism Laws - any laws relating to terrorism or money laundering, including 
Executive Order No. 13224 and the USA Patriot Act. 

Applicable Budget Period - (a) for the period commencing on the Closing Date and 
ending on the first Friday after the Closing Date, the 1-week period ending on such Friday; (b) for 
the period commencing on the Closing Date and ending on the second Friday after the Closing 
Date, the 2-week period ending on such Friday; (c) for the period commencing on the Closing 
Date and ending on the third Friday after the Closing Date, the 3-week period ending on such 
Friday; and (d)  for the period commencing on the Closing Date and ending on the fourth Friday 
after the Closing Date and each Friday thereafter, the 4-week period ending on such Friday. 

Applicable Law - all laws, rules and regulations applicable to the Person, conduct, 
transaction, covenant, DIP Financing Document or Material Contract in question, including all 
applicable common law and equitable principles; all provisions of applicable state, federal and 
foreign constitutions, statutes, rules, regulations and orders of Governmental Authorities; and all 
orders, judgments and decrees of all courts and arbitrators. 

Applicable Margin - a percentage equal to 3.00% with respect to Revolver Loans that are 
Base Rate Loans. 

Approved Credit Enhancement - in Lender's reasonable discretion and at its option, either 
(i) an irrevocable letter of credit that is in form and substance reasonably acceptable to Lender, 
issued or confirmed by a bank reasonably acceptable to Lender, and payable in Dollars at a place 
of payment within the United States that is reasonably acceptable to Lender, which letter of credit 
is assigned to Lender for the benefit of Secured Parties (with such assignment acknowledged by 
the issuing or confirming bank) or, if so requested by Lender, duly transferred to Lender for the 
benefit of Secured Parties (together with sufficient documentation to permit direct draws under 
any such letter of credit by Lender for the benefit of Secured Parties) or (ii) credit insurance that 
is issued by a credit insurance company reasonably acceptable to Lender and is in form and 
substance reasonably acceptable to Lender (which credit insurance shall be payable to Lender for 
the benefit of Secured Parties in Dollars). 

Asset Disposition - a sale, lease, license, consignment or other transfer or disposition of 
Property of an Obligor, including a termination of rights of any Obligor under any lease, license 
agreement or other contract or a disposition of Property in connection with a sale-leaseback 
transaction or synthetic lease. 

Availability - on any date, the amount determined by Lender that Borrowers are entitled 
to borrow as Revolver Loans on such date, such amount being the difference derived when the 
sum of the principal amount of Revolver Loans then outstanding is subtracted from the 
Borrowing Base on such date.  If the amount of Revolver Loans outstanding on any date is equal 
to or greater than the Borrowing Base, then Availability on such date shall be zero or a negative 
number, as applicable. 

Availability Reserve - on any date of determination thereof, an amount equal to the sum 
of the following (without duplication):  (i) the amount of the Pre-Petition Debt outstanding as of 
the opening of business on such date, excluding Pre-Petition LCs that are Cash Collateralized and 
Banking Relationship Debt, (ii) the Carve-Out Amount, (iii) any amounts which any Obligor is 
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obligated to pay to Lender or other Persons pursuant to the provisions of any of the DIP 
Financing Documents that Lender elects to pay for the account of such Obligor in accordance 
with the authority contained in any of the DIP Financing Documents, (iv) the LC Reserve, (v) the 
aggregate amount of reserves established by Lender from time to time in its discretion in respect 
of Banking Relationship Debt, (vi) the aggregate amount of all liabilities and obligations that are 
secured by Liens upon any of the Collateral that are senior in priority to Lender's Liens if such 
Liens are Permitted Liens under Section 10.2.4(iii), (vii) the Professional Fees Reserve, (viii) the 
Adjustable Availability Reserve Block, and (ix) such additional reserves, in such amounts as 
Lender  in its reasonable discretion, exercised in a manner consistent with its customary practices 
or otherwise in good faith, may elect to impose from time to time.  The burden of establishing 
lack of good faith shall be on Borrowers. 

Average Revolver Loan Balance - for any period, the amount obtained by adding the 
unpaid balance of Revolver Loans and LC Obligations at the end of each day for the period in 
question and by dividing such sum by the number of days in such period. 

Avoidance Claim - any claim that could be asserted by or on behalf of any Obligor or any 
Estate of an Obligor against a Person under Sections 502(d), 544, 545, 546, 547, 548, 549, 550, 
551 or 553 of the Bankruptcy Code. 

Bank Products - any one or more of the following types of products, services or facilities 
extended to any Obligor by Lender or a Pre-Petition Lender or any Affiliate of either of them: 
(i) commercial credit cards; (ii) merchant card services; (iii) products or services under Cash 
Management Agreements; (iv) products under Hedging Agreements; (v) interstate depository 
network services; and (vi) leases and such other banking products or services provided by Lender 
or a Pre-Petition Lender or any Affiliate of either of them as may be requested by any Obligor, 
other than Letters of Credit. 

Banking Relationship Debt - Debt or other liabilities or obligations of an Obligor to 
Lender or Pre-Petition Lender (or any Affiliate of either of them) arising out of or relating to 
Bank Products. 

Bankruptcy Code - title 11 of the United States Code. 

Base Rate - for any day, a per annum rate equal to the greater of (a) the Prime Rate for 
such day; (b) the Federal Funds Rate for such day, plus 0.50%; and (c) the Adjusted LIBOR Rate 
for a 30-day period as determined on such day, plus 1.0%.   

Base Rate Loan - a Loan, or portion thereof, during any period in which it bears interest 
at a rate based upon the Base Rate.  For the avoidance of doubt, all Loans shall be Base Rate 
Loans. 

Blocked Person - as defined in Section 9.1.27(ii). 

Board of Governors - the Board of Governors of the Federal Reserve System. 

Borrower Agent - as defined in Section 4.2. 

Borrowing - a borrowing consisting of Loans. 



 

- 6 - 
 

Borrowing Base - on any date of determination thereof, an amount equal to the lesser of: 
(A) the amount of the Commitment on such date minus the Availability Reserve, or (B) an 
amount equal to the Accounts Formula Amount on such date minus the Availability Reserve on 
such date. 

Borrowing Base Certificate - a certificate, in a form reasonably satisfactory to Lender, by 
which Borrowers shall certify to Lender the amount of the Borrowing Base as of the date of the 
certificate and the calculation of such amount. 

Budget - means a cash flow forecast, in form and substance acceptable to Lender, 
projecting, among other things, each Borrower's forecasted cash flow, cash receipts and 
disbursements (including costs of the Chapter 11 Cases) for each week in, at a minimum, the 
thirteen-week period following the Petition Date as well as a depiction of operating results for, at 
a minimum, the thirteen-week period following the Petition Date, a summary of which is to be 
attached to the motion seeking approval of the Interim Financing Order as such budget may be 
amended, modified, restated, extended or supplemented from time to time with Lender's prior 
written consent. 

Business Day - any day excluding Saturday, Sunday and any other day that is a legal 
holiday under the laws of the State of New York or is a day on which banking institutions located 
in such state are closed. 

Capital Adequacy Regulation - any guideline, request or directive of any central bank or 
other Governmental Authority, or any other law, rule or regulation, whether or not having the 
force of law, in each case regarding capital adequacy of any bank or of any corporation 
controlling a bank. 

Capitalized Lease Obligation - any Debt represented by obligations under a lease that is 
required to be capitalized for financial reporting purposes in accordance with GAAP. 

Carve-Out Amount - the aggregate amount of the Carve-Out (as such term is defined in 
the Interim Financing Order and, upon entry by the Court, the Final Financing Order) that is 
senior to the Lenders’ Liens and Claims (as such term is defined in the Interim Financing Order 
and, upon entry by the Court, the Final Financing Order) as set forth, and in accordance with 
paragraph 10 of the Interim Financing Order, and upon entry by the Court, the equivalent 
provision of the Final Financial Order. 

Carve-Out Escrow Account - a Deposit Account established by and maintained with 
Lender into which Lender shall deposit all or part of the Carve-Out Amount, as authorized or 
required by the Financing Orders. 

Cash - money, currency or a credit balance in a Deposit Account. 

Cash Collateral - cash, and any interest or other income earned thereon, that is deposited 
with Pre-Petition Agent or Lender in accordance with the Pre-Petition Loan Agreement or this 
Agreement to Cash Collateralize any LC Obligations or other Pre-Petition Debt or Obligations. 

Cash Collateral Account - a demand deposit, money market or other account established 
by Lender at such financial institution as Lender may select in its discretion, which account shall 
be in Lender's name and subject to Lender's Liens for the benefit of Secured Parties. 

1691201_12 
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Cash Collateralize - (i) with respect to LC Obligations arising from Pre-Petition LCs 
outstanding on any date, or Pre-Petition Debt arising under Hedging Agreements on such date, 
the deposit with Pre-Petition Agent of immediately available funds into the Cash Collateral 
Account in an amount equal to (x) 104% of the aggregate Undrawn Amount of such Pre-Petition 
LCs and other LC Obligations with respect thereto, plus (y) all Pre-Petition Debt existing under 
such Hedging Agreements; and (ii) with respect to LC Obligations arising from Letters of Credit 
outstanding on any date, or Obligations arising under Hedging Agreements on such date, the 
deposit with Lender of immediately available funds into the Cash Collateral Account in an 
amount equal to (a) 104% of the aggregate Undrawn Amount of such Letters of Credit and other 
LC Obligations, plus (b) all Obligations existing under such Hedging Agreements. 

Cash Collection Limit - on any date of determination thereof, an amount equal to the 
Monthly Cash Collections for the most recent month ending prior to such date divided by the 
actual number of days in such month multiplied by  35. 

Cash Equivalents - (i) United States dollars (including such dollars as are held in 
overnight deposits and demand deposits with U.S. banks); (ii) marketable direct obligations 
issued or unconditionally guaranteed by the United States government and backed by the full 
faith and credit of the United States government having maturities of not more than 12 months 
from the date of acquisition; (iii) 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 maturing within 1 year from the date of acquisition thereof and, at the time of acquisition, 
having a rating of at least A-2 from S&P or at least P-2 of Moody's; (iv) certificates of deposit 
demand deposits, Eurodollar time deposits, time deposit accounts, term deposit accounts and time 
deposits having maturities of not more than 12 months from the date of acquisition, bankers' 
acceptances having maturities of not more than 12 months from the date of acquisition and 
overnight bank deposits, in each case issued by any commercial bank organized under the laws of 
the United States, any state thereof or the District of Columbia, which at the time of acquisition 
have capital and assets of not less than $100 million; (v) repurchase obligations with a term of not 
more than 90 days for underlying securities of the types described in clauses (i), (ii), (iii) and (iv) 
entered into with any financial institution meeting the qualifications specified in clause (iv) 
above; (vi) commercial paper having at the time of investment therein or a contractual 
commitment to invest therein a rating of A-2 (or better) by S&P or P-2 (or better) by Moody's, 
and having a maturity within 12 months after the date of acquisition thereof; and (vii) shares of 
any money market fund that (a) has substantially all of its assets invested continuously in the 
types of investments referred to in clauses (i) - (vi), (b) has net assets not less than $500,000,000 
and (c) has at least the second highest rating obtainable from either Moody's or S&P. 

Cash Management Agreements - any agreement entered into from time to time between 
any Borrower or any of its Subsidiaries, on the one hand, and Pre-Petition Agent, any Pre-Petition 
Lender, Lender or any of their Affiliates, on the other, in connection with cash management 
services for operating, collections, payroll and trust accounts of such Borrower or its Subsidiaries 
including automatic clearinghouse services, controlled disbursement services, electronic funds 
transfer services, information reporting services, lockbox services, stop payment services and 
wire transfer services. 

Cash Management Order - a "first day order" entered by the Court at or about the time of 
the commencement of the Chapter 11 Cases that authorizes the continuation of Borrowers' Pre-
Petition cash management relationship with Lender and that includes, among other things, 
provisions authorizing Lender, in the Ordinary Course of Business, to set off against Deposit 
Accounts maintained by Borrowers with Lender all fees and expenses for cash management 
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services provided to Borrowers by Lender and for indebtedness arising from Bank Products, 
analysis charges and other fees and expenses arising or incurred in connection therewith, in each 
case whether the foregoing are incurred or arise before or after the Petition Date, which order 
shall be in form and substance satisfactory to Lender in its discretion. 

CERCLA - the Comprehensive Environmental Response Compensation and Liability Act 
(42 U.S.C. § 9601 et seq.) 

Change of Control - the occurrence of any of the following: (i) Parent ceases to own and 
control, beneficially and of record, all of the Equity Interests in InSight Health; (ii) InSight Health 
ceases to own and control, beneficially and of record, all of the Equity Interests in each of the 
Borrowers; (iii) all or substantially all of InSight Health's assets are sold to any Person or related 
group of Persons; (iv) InSight Health is merged with or into a  Person other than a Borrower; 
(v) any Person or related group of Persons acquires by way of a purchase, merger, consolidation 
or other business combination a majority of the Equity Interests entitled to vote in the election of 
directors of InSight Health; or (vi) a change in the majority of the board of directors of InSight 
Health unless such new directors were approved or nominated for election to such board of 
directors by the then majority of the board of directors of InSight Health.  

Chapter 11 Cases - as defined in the Recitals hereto. 

Chattel Paper - shall have the meaning given to the term "chattel paper" in the UCC. 

Claims - all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, 
awards, costs (including remedial response costs), charges, expenses and disbursements of any 
kind or nature (including reasonable attorneys', accountants', consultants', or paralegals' fees and 
expenses) which may at any time (including at any time following Full Payment of the 
Obligations or termination of the Commitment, resignation or replacement of Lender or 
replacement of Lender), be imposed on, incurred by, or asserted against any Lender Indemnitee in 
any way relating to or arising out of (i) the administration or enforcement of or performance 
under any of the Pre-Petition Loan Documents or the DIP Financing Documents or 
consummation of any of the transactions described herein, (ii) any action taken or omitted to be 
taken by any Lender Indemnitee under or in connection with any of the Pre-Petition Loan 
Documents or the DIP Financing Documents or Applicable Law, (iii) the existence, perfection or 
realization upon Pre-Petition Agent's or Lender's Liens upon any Collateral, (iv) the exercise by 
Pre-Petition Agent or Lender of any of its rights or remedies under any of the Pre-Petition Loan 
Documents, DIP Financing Documents or Applicable Law, or (v) the failure of any Obligor to 
observe, perform or discharge any of such Obligor's covenants or duties under any of the Pre-
Petition Loan Documents or the DIP Financing Documents or the inaccuracy or incompleteness 
of any representation or warranty of any Borrower in any of the Pre-Petition Loan Documents or 
the DIP Financing Documents, in each case including any reasonable out-of-pocket costs or 
expenses incurred by any Lender Indemnitee in connection with any investigation, litigation, 
arbitration or other judicial or non-judicial proceeding (including any Insolvency Proceeding or 
appellate proceedings) whether or not such Lender Indemnitee is a party thereto.  This definition 
of Claims is subject to the provisions of Section 15.3. 

Closing Date - the date of this Agreement. 

CMS -  Centers for Medicare and Medicaid Services and any successor thereto. 
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Collateral - all of the Property and interests in Property described in Section 7; all 
Property described in any of the Security Documents as security for the payment or performance 
of any of the Obligations; and all other Property and interests in Property that now or hereafter 
secure the payment and performance of any of the Obligations, whether or not such Property or 
interest in Property was in existence on or acquired by Borrowers after the Petition Date; and all 
Property in which a Lien is granted in any of the Financing Orders as security for the payment or 
performance of any of the Obligations, whether or not such Property or interest in Property was in 
existence on or acquired by Borrowers after the Petition Date. 

Collection Accounts - as defined in Section 8.2.5 of this Agreement. 

Commercial Payor - any Third Party Payor which is (i) a commercial medical insurance 
company that is organized under the laws of any jurisdiction of the United States and has its 
principal office in the United States, (ii) a Blue Cross/Blue Shield Plan or (iii) a health 
maintenance organization or other managed care organization, preferred provider organization or 
other institutional obligor that is organized under the laws of any jurisdiction of the United States 
and has its principal office in the United States. 

Commitment - the commitment of Lender to make Revolver Loans and issue Letters of 
Credit pursuant to the DIP Facility, which shall not exceed $15,000,000 in the aggregate amount 
outstanding at any time (except as otherwise provided herein or in any Financing Order with 
respect to Lender's election to fund the Carve-Out Amount).   

Commitment Termination Date - the date on which the Commitment is terminated, which 
shall be the soonest to occur of: (i) the last day of the DIP Term, (ii) the effective date of any 
confirmed Acceptable Plan, (iii) the date of the filing by any Obligor of any Reorganization Plan 
that is not an Acceptable Plan, (iv) the date of entry of a Confirmation Order with respect to a 
Reorganization Plan filed by a Person other than a Borrower if such Reorganization Plan is not an 
Acceptable Plan, (v) the closing date of any sale of all or substantially all of the Collateral, 
(vi) the effective date of termination of the Commitment pursuant to Section 6.2 of this 
Agreement (whether by Lender upon or after the occurrence of an Event of Default or by 
Borrowers), (vii) the date on which Lender is granted relief from the automatic stay (after giving 
effect to the 5 Business Day notice required for Lender to enforce its Liens as described in the 
Interim Financing Order), or (viii) the date on which any of the Chapter 11 Cases is dismissed or 
converted by the Court. 

Committee - a creditors', equity security holders' or other committee appointed in the 
Chapter 11 Cases. 

Compliance Certificate - a Compliance Certificate to be provided by Borrowers to Lender 
in accordance with, and in the form annexed as Exhibit D to, this Agreement and the supporting 
schedules to be annexed thereto. 

Confirmation Order - an order entered by the Court confirming a Reorganization Plan. 

Consolidated - the consolidation in accordance with GAAP of the accounts or other items 
as to which such term applies. 

Contingent Obligation - with respect to any Person, any obligation of such Person arising 
from any guaranty, indemnity or other assurance of payment or performance of any Debt, lease, 
dividend or other obligation ("primary obligations") of any other Person (the "primary obligor") 
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in any manner, whether directly or indirectly, including (i) the direct or indirect guaranty, 
endorsement (other 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 a primary 
obligor, (ii) the obligation to make take-or-pay or similar payments, if required, regardless of 
nonperformance by any other party or parties to an agreement, (iii) any obligation of such Person, 
whether or not contingent, (A) to purchase any such primary obligation or any Property 
constituting direct or indirect security therefor, (B) to advance or supply funds (1) for the 
purchase or payment of any such primary obligations or (2) to maintain working capital or equity 
capital of the primary obligor or otherwise to maintain the net worth or solvency of the primary 
obligor, (C) to purchase Property or services primarily for the purpose of assuring the owner of 
any such primary obligation of the ability of the primary obligor to make payment of such 
primary obligation or (D) otherwise to assure or hold harmless the holder of such primary 
obligation against loss in respect thereof.  The amount of any Contingent Obligation shall be 
deemed to be an amount equal to the stated or determinable amount of the primary obligation 
with respect to which such Contingent Obligation is made (or, if less, the maximum amount of 
such primary obligation for which such Person may be liable pursuant to the terms of the 
instrument evidencing such Contingent Obligation) or, if not stated or determinable, the 
maximum reasonably anticipated liability with respect thereto (assuming such Person is required 
to perform thereunder), as determined by such Person in good faith. 

Contractual Adjustment Allowance - on any date, an amount determined by Borrowers, 
but acceptable to Lender in its Credit Judgment, intended to represent the amount of Retail 
Receivables as of such date that Borrowers do not expect to be paid in Cash, such reserve to be 
computed in accordance with Borrowers' historical practices. 

Control Agreements - the control agreements to be executed by certain depository and 
other institutions of a Borrower in favor of Lender with respect to certain Deposit Accounts and 
other accounts of Borrowers, including the Dominion Account, for the benefit of Secured Parties, 
as security for the Obligations. 

Controlled Disbursement Account - a demand deposit account maintained by Borrowers 
at Lender or any of its Affiliates and to which proceeds of Loans may be transferred from time to 
time. 

Court - as defined in the Recitals to this Agreement. 

Credit Judgment - Lender’s judgment exercised in a manner consistent with its customary 
practices or otherwise in good faith, based upon its consideration of any factor that it believes (i) 
will or could reasonably be expected to affect adversely the quantity, quality, mix or value of any 
Collateral, the enforceability or priority of Lender’s Liens or the amount that Lender would be 
likely to receive (after taking into account delays in the payment and estimated costs of 
enforcement) in the collection of the Accounts or liquidation of any of the Collateral; (ii) suggests 
that any collateral report or financial information delivered to Lender by any Person on behalf of 
any Obligor is incomplete, inaccurate or misleading in any material respect; or (iii) creates or 
reasonably could be expected to create or result in a Default or Event of Default.  In exercising 
such judgment, Lender may consider such factors already included in or tested by the definition 
of Eligible Accounts, as well as any of the following:  (a) the financial and business climate of 
Borrowers’ industry; (b) changes in collection history and dilution with respect to the Accounts; 
(c) material changes in any concentration risks with respect to Accounts; and (d) any of the 
factors that could materially increase the credit risk of lending to any of Borrowers on the security 
of the Collateral.  The burden of establishing lack of good faith shall be on Borrowers. 
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Current Asset - on any date, any asset that would be properly classified as a current asset 
in accordance with GAAP on such date. 

CWA - the Clean Water Act (33 U.S.C. §§ 1251 et seq.). 

Debt - as applied to a Person means, without duplication:  (i) all obligations of such 
Person for Money Borrowed and all obligations of such Person evidenced by bonds, notes or 
similar instruments; (ii) all obligations of such Person for the deferred purchase price of Property 
or services (excluding accounts payable and other accrued liabilities incurred in the Ordinary 
Course of Business); (iii) all Contingent Obligations of such Person in respect of items that would 
constitute Debt under clause (i) or (ii) of this definition; (iii) all reimbursement obligations in 
connection with letters of credit or letter of credit guaranties issued for the account of such 
Person; and (iv) in the case of a Borrower (without duplication), the Obligations.  The Debt of 
a Person shall include any recourse Debt of any partnership or joint venture in which such Person 
is a general partner or joint venturer. 

Default - an event or condition the occurrence of which would, with the lapse of time or 
the giving of notice, or both, become an Event of Default. 

Default Rate - on any date, a rate per annum that is equal to (i) in the case of each 
Revolver Loan outstanding on such date, 2% in excess of the rate otherwise applicable to such 
Loans on such date, (ii) in the case of any of the other Obligations (other than Letters of Credit) 
outstanding on such date, 2% plus the highest Applicable Margin for Base Rate Loans, and (iii) in 
the case of any Letter of Credit, 2% plus the rate payable by Borrowers to Lender pursuant to 
Section 3.2.3(a)(i) of this Agreement. 

Deposit Account - shall have the meaning given to the term "deposit account" in the 
UCC. 

Deposit Accounts Collateral - all Deposit Accounts of Borrowers in existence on the 
Closing Date and identified on Schedule 8.3 and each Deposit Account established by a 
Borrower after the Closing Date for the purpose of depositing collections on Accounts or other 
proceeds of Collateral therein. 

DIP Facility - the $15,000,000 credit facility established by Lender in favor of Borrowers 
under Section 2 of the Agreement and pursuant to which the Commitment is made available 
by Lender. 

DIP Financing Documents - this Agreement, the Other Agreements and the Security 
Documents. 

DIP Term - a period commencing on the date of entry of the Interim Financing Order and 
ending on May 31, 2011. 

Distribution - in respect of any entity, (i) any payment of dividends or other distributions 
on Equity Interests of the entity (except distributions in Equity Interests) and (ii) any purchase, 
redemption or other acquisition or retirement for value of Equity Interests of the entity or any 
Subsidiary of the entity unless made contemporaneously from the net proceeds of the sale of 
Equity Interests, including Upstream Payments of the type described in clause (c) of the 
definition of such term. 
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Document - shall have the meaning given to the term "document" in the UCC. 

Dollars and the sign $ - lawful money of the United States of America. 

Dominion Account - a Deposit Account established by Borrowers at Lender or at another 
bank selected by Borrowers, but acceptable to Lender in its reasonable discretion, and over which 
Lender shall have exclusive access and dominion for withdrawal purposes. 

Electronic Chattel Paper - shall have the meaning given to the term "electronic chattel 
paper" in the UCC. 

Eligible Account - an Eligible Retail Receivable or Eligible Wholesale Receivable, or 
both of them, as the context requires, and, in each case, whether arising or existing prior to, on or 
after the Petition Date. 

Eligible Retail Receivable - a Retail Receivable which arises in the Ordinary Course of 
Business of a Borrower from the rendition or performance of services, is payable in Dollars, is 
subject to Lender's duly perfected Lien and is deemed by Lender, in its Credit Judgment, to be an 
Eligible Retail Receivable.  Without limiting the generality of the foregoing, no Retail Receivable 
shall be an Eligible Retail Receivable if:  (i) the Third Party Payor is an Affiliate of a Borrower, a 
Person controlled by an Affiliate of a Borrower or a Blocked Person; (ii) the Retail Receivable is 
unbilled; (iii) it is outstanding more than 120 days after the billing date; (iv) the total unpaid 
Retail Receivables of the Third Party Payor exceed 25% of the aggregate amount of all Accounts, 
to the extent of such excess; (v) any covenant, representation or warranty contained in the 
Agreement with respect to such Retail Receivable has been breached in any material respect; 
(vi) the Third Party Payor is also such Borrower's creditor or supplier, or the Third Party Payor 
has disputed liability with respect to such Retail Receivable, or the Third Party Payor has made 
any claim with respect to any other Retail Receivable due from such Third Party Payor to such 
Borrower, or the Retail Receivable otherwise is or may reasonably be expected to become subject 
to any right of setoff (to the extent not waived in writing by such Third Party Payor), 
counterclaim (to the extent not waived in writing by such Third Party Payor), recoupment (to the 
extent not waived in writing by such Third Party Payor), reserve or chargeback, provided that the 
Retail Receivables of such Third Party Payor shall be ineligible only to the extent of such offset, 
counterclaim, recoupment, disputed amount, reserve or chargeback; (vii) an Insolvency 
Proceeding has been commenced by or against the Third Party Payor or the Third Party Payor has 
failed, suspended business or ceased to be Solvent; (viii) the Third Party Payor is located in a 
state in which such Borrower is deemed to be doing business under the laws of such state and 
which denies creditors access to its courts in the absence of qualification to transact business in 
such state or of the filing of any reports with such state, unless such Borrower has qualified as a 
foreign entity authorized to transact business in such state or has filed all required reports; (ix) the 
Retail Receivable is subject to a Lien other than a Permitted Lien; (x) the Retail Receivable is 
evidenced by Chattel Paper or an Instrument of any kind, or has been reduced to judgment; (xi) 
the Retail Receivable represents a progress billing or a retainage; (xii) such Borrower has made 
any agreement with the Third Party Payor for any deduction therefrom, except for discounts, 
adjustments or allowances which are made in the Ordinary Course of Business and which 
discounts or allowances are reflected in the calculation of the net amount of such Retail 
Receivable; (xiii) the Retail Receivable represents, in whole or in part, a billing for interest, fees 
or late charges; (xiv) the total Eligible Retail Receivables due from Account Debtors other than 
Third Party Payors exceeds $0, to the extent of such excess; (xv) it is not evidenced by an 
invoice, statement or other electronic or documentary evidence satisfactory to Lender; (xvi) to the 
extent that it constitutes a credit balance that is more than 120 days old; (xvii) it arises under or in 
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connection with an agreement in respect of which Borrowers have posted a performance, surety 
or similar bond; (xviii) it has been turned over or submitted to a third party for collection; or 
(xix) the Account Debtor on such Retail Receivable has been characterized by Borrowers as 
falling into an "unknown financial class."  In addition to the foregoing, on any date the balance of 
Eligible Retail Receivables on such date shall be reduced by the aggregate of the Contractual 
Adjustment Allowance on such date and the Professional Fees Allowance on such date. 

Eligible Wholesale Receivable - a Wholesale Receivable that arises in the Ordinary 
Course of Business of a Borrower from the rendition of services, is payable in Dollars, is subject 
to Lender's duly perfected Lien, and is deemed by Lender, in its Credit Judgment, to be an 
Eligible Wholesale Receivable.  Without limiting the generality of the foregoing, no Account 
shall be an Eligible Wholesale Receivable if:  (i) it arises out of a sale made by a Borrower to an 
Affiliate of a Borrower, a Person controlled by an Affiliate of a Borrower or a Blocked Person; 
(ii) it is unpaid more than 90 days after the original invoice date; (iii) 50% or more of 
the Accounts from the Account Debtor are not deemed Eligible Accounts hereunder; (iv) the total 
unpaid Accounts of the Account Debtor exceed 25% of the aggregate amount of all Accounts or 
exceed a credit limit established by Lender, in its Credit Judgment, for such Account Debtor, in 
each case to the extent of such excess; (v) any covenant, representation or warranty contained in 
this Agreement with respect to such Account has been breached in any material respect; (vi) the 
Account Debtor is also such Borrower's creditor or supplier, or has disputed liability with respect 
to such Account or has made any claim with respect to any other Account due from such Account 
Debtor to such Borrower, or the Account otherwise is or may reasonably be expected to become 
subject to any right of setoff (to the extent not waived in writing by such Account Debtor), 
counterclaim (to the extent not waived in writing by such Account Debtor), recoupment (to the 
extent not waived in writing by such Account Debtor), reserve, defense or chargeback, provided 
that the Accounts of such Account Debtor shall be ineligible only to the extent of such dispute or 
right of offset, counterclaim, recoupment, reserve, defense or chargeback; (vii) an Insolvency 
Proceeding has been commenced by or against the Account Debtor or the Account Debtor has 
failed, suspended or ceased doing business; (viii) the Account Debtor is not Solvent; (ix) it arises 
from a sale to an Account Debtor organized under the laws of any jurisdiction outside of the 
United States or that has its principal office, assets or place of business outside the United States 
except to the extent that the sale is supported or secured by an Approved Credit Enhancement;  
(x) the Account Debtor is located in a jurisdiction in which such Borrower is deemed to be doing 
business under the laws of such jurisdiction and which denies creditors access to its courts in the 
absence of qualification to transact business in such jurisdiction or of the filing of any reports 
with such jurisdiction, unless such Borrower has qualified as a foreign entity authorized to 
transact business in such jurisdiction or has filed all required reports; (xi) the Account is subject 
to a Lien other than a Permitted Lien; (xii) the Account is evidenced by Chattel Paper or an 
Instrument of any kind, or has been reduced to judgment; (xiii) the Account represents a progress 
billing or a retainage; (xiv) such Borrower has made any agreement with the Account Debtor for 
any deduction therefrom, except for discounts or allowances which are made in the 
Ordinary Course of Business and which discounts or allowances are reflected in the calculation of 
the face value of each invoice related to such Account; (xv) the Account represents, in whole or 
in part, a billing for interest, fees or late charges; (xvi) the Account Debtor has made a partial 
payment with respect to such Account; (xvii) to the extent it constitutes a credit balance that is 
more than 90 days old; or (xviii) it arises under or in connection with an agreement in respect of 
which Borrowers have posted a performance, surety or similar bond. 

Enforcement Action - action taken or to be taken by Lender, during any period that an 
Event of Default exists, to enforce collection of the Obligations or to realize upon the Collateral 
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(whether by judicial action, under power of sale, by self-help repossession, by notification to 
Account Debtors, or by exercise of rights of setoff or recoupment). 

Environmental Laws - all federal, state, local and foreign laws, rules, regulations, codes, 
ordinances, orders and consent decrees (together with all programs, permits and guidance 
documents promulgated by regulatory agencies, to the extent having the force of law), now or 
hereafter in effect,  that relate to public health (but excluding occupational safety and health, to 
the extent regulated by OSHA) or the protection or pollution of the environment, whether new or 
hereafter in effect, including CERCLA, RCRA and CWA. 

Environmental Release - a release as defined in CERCLA or under any other applicable 
Environmental Laws. 

Equipment - shall have the meaning given to the term "equipment" in the UCC. 

Equity Interest - the interest of (i) a shareholder in a corporation, (ii) a partner (whether 
general or limited) in a partnership (whether general, limited or limited liability), (iii) a member 
in a limited liability company, or (iv) any other Person having any other form of equity security 
or ownership interest, together, in each case, with any and all warrants, rights or options to 
purchase or other arrangements or rights to acquire any of the foregoing (but excluding any debt 
security that is exchangeable for or convertible into such Equity Interests). 

ERISA - the Employee Retirement Income Security Act of 1974. 

Estate - each bankruptcy estate created in each of the Chapter 11 Cases Section 541(a) of 
the Bankruptcy Code. 

Event of Default - as defined in Section 12. 

Excluded Taxes - any (A) income, branch profits or franchise taxes imposed on (or 
measured by) net income or gross receipts (other than any such taxes imposed solely as a result of 
a Borrower's activities in a jurisdiction) and (B) any tax that is imposed on amounts payable to 
the Lender at the time the Lender becomes a party to this Agreement (or designates a new lending 
office).  

Executive Order No. 13224 - Executive Order No. 13224 on Terrorist Financing, 
effective September 24, 2001. 

Existing Loan Documents - the "Loan Documents" under (and as defined in) the Pre-
Petition Loan Agreement. 

Extraordinary Expenses - all reasonable out-of-pocket costs, expenses, fees (including 
fees incurred to Professionals) or advances that Lender may suffer or incur during any period that 
an Event of Default exists, or during the pendency of an Insolvency Proceeding of an Obligor, on 
account of or in connection with (i) the audit, inspection, repossession, storage, repair, appraisal, 
insuring, completion of the manufacture of, preparing for sale, advertising for sale, selling, 
collecting or otherwise preserving or realizing upon any Collateral; (ii) any action, suit, litigation, 
arbitration, contest or other judicial or non-judicial proceeding (whether instituted by or against 
Lender, any Obligor, any representative of creditors of any Obligor or any other Person) in any 
way arising out of or relating to any of the Collateral (or the validity, perfection, priority or 
avoidability of Lender's Liens with respect to any of the Collateral), any of the DIP Financing 
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Documents or the validity, allowance or amount of any of the Obligations, including any lender 
liability or other Claims asserted against Lender; (iii) the exercise, protection or enforcement of 
any rights or remedies of Lender in, or the monitoring of, any Insolvency Proceeding; (iv) the 
settlement or satisfaction of any Liens upon any Collateral (whether or not such Liens are 
Permitted Liens); (v) the collection or enforcement of any of the Obligations, whether by 
Enforcement Action or otherwise; (vi) the negotiation, documentation, and closing of 
any amendment, waiver, restructuring or forbearance agreement with respect to the DIP 
Financing Documents or Obligations; (vii) amounts advanced by Lender pursuant to 
Sections 8.1.3 or 15.10; or (viii) the enforcement of any of the provisions of any of the DIP 
Financing Documents.  Such costs, expenses and advances may include transfer fees, taxes, 
storage fees, insurance costs, permit fees, utility reservation and standby fees, legal fees, appraisal 
fees, brokers' fees and commissions, auctioneers' fees and commissions, accountants' fees, 
environmental study fees, wages and salaries paid to employees of any Borrower or independent 
contractors in liquidating any Collateral, travel expenses, all other fees and expenses payable or 
reimbursable by Borrowers or any other Obligor under any of the DIP Financing Documents, and 
all other fees and expenses associated with the enforcement of rights or remedies under any of the 
DIP Financing Documents, but excluding compensation paid to employees (including inside legal 
counsel who are employees) of Lender. 

Federal Funds Rate - (a) the weighted average of interest rates on overnight federal funds 
transactions with members of the Federal Reserve System arranged by federal funds brokers on 
the applicable Business Day (or on the preceding Business Day, if the applicable day is not a 
Business Day), as published by the Federal Reserve Bank of New York on the next Business 
Day; or (b) if no such rate is published on the next Business Day, the average rate (rounded up, if 
necessary, to the nearest 1/8 of 1%) charged to Lender on the applicable day on such transactions, 
as determined by Lender. 

FEIN - with respect to any Person, the Federal Employer Identification Number of such 
Person. 

Final Financing Order - an order which is entered by the Court pursuant to section 364 of 
the Bankruptcy Code and Bankruptcy Rule 4001(c), which is in form and substance acceptable to 
Lender in all respects; shall contain provisions substantially the same as those in the Interim 
Financing Order; shall provide that all pre-petition Liens of Pre-Petition Agent shall be deemed 
finally allowed and approved as legal, valid, binding and enforceable Liens that are not subject to 
any equitable subordination, defense, or avoidance and the Pre-Petition Debt shall be deemed 
allowed as a fully secured claim that is not subject to offset, equitable subordination, reduction, 
counterclaim, or defense, in each case if the same are not challenged by the commencement of 
appropriate proceedings by an interested party having standing to do so on the sooner to occur of 
(a) 60 days from the date the Court approves the engagement of counsel by a Committee or 
(b) 90 days after the Petition Date; shall proscribe any surcharge of Lender's and Pre-Petition 
Agent's Liens or Collateral pursuant to section 506(c) of the Bankruptcy Code or otherwise; shall 
afford adequate protection of the Liens in favor of Lender under the Pre-Petition Loan 
Documents; and shall authorize Full Payment, with proceeds of Revolver Loans, of all 
outstanding Pre-Petition Debt. 

Financing Orders - the Interim Financing Order and the Final Financing Order. 

Fiscal Quarter - each quarter of Borrowers and their respective Subsidiaries for 
accounting and tax purposes, ending on September 30, December 31, March 31 and June 30 of 
each year. 
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Fiscal Year - the fiscal year of Borrowers and their respective Subsidiaries for accounting 
and tax purposes, which ends on June 30 of each year and when preceded by the designation of a 
calendar year (e.g., 2010 Fiscal Year) means the fiscal year ended on June 30 of such designated 
calendar year. 

FLSA - the Fair Labor Standards Act of 1938. 

FRN Indenture Amendment - collectively, (i) the First Supplemental Indenture to the 
Senior Note Indenture dated May 18, 2006, (ii) the Waiver and Agreement No. 1 to the Senior 
Note Indenture and Second Supplemental Indenture to the Senior Note Indenture, each dated as 
of May 29, 2007, and (iii) the Third Supplemental Indenture to the Senior Note Indenture dated as 
of July 9, 2007, in each case excluding any amendments, modifications or supplements thereto 
after the date thereof. 

Full Payment - with respect to any of the Pre-Petition Debt or the Obligations, the full 
and final payment in full, in cash (or immediately available funds) and in Dollars, of such Pre-
Petition Debt or Obligations, as the case may be, including all interest, fees and other charges 
payable in connection therewith under any of the Pre-Petition Loan Documents or the DIP 
Financing Documents, as the case may be, whether such interest, fees or other charges accrue or 
are incurred prior to or during the pendency of an Insolvency Proceeding and whether or not any 
of the same are allowed or recoverable in any Bankruptcy Case pursuant to Section 506 of the 
Bankruptcy Code or otherwise; with respect to any LC Obligations represented by undrawn Pre-
Petition LCs, Letters of Credit or Banking Relationship Debt (including Debt arising under 
Hedging Agreements), the depositing of cash with Pre-Petition Agent or Lender, as the case may 
be, or delivery to Pre-Petition Agent or Lender, as the case may be, of a Supporting LC, as 
security for the payment of such Pre-Petition Debt or Obligations, not to exceed 104% of the 
aggregate undrawn amount of such Pre-Petition LCs or Letters of Credit and 100% of the good 
faith estimate of Lender or Pre-Petition Agent, as the case may be, of the amount of Banking 
Relationship Debt due and to become due after termination of such Bank Products; and with 
respect to any Obligations or Pre-Petition Debt that are contingent in nature (other than Pre-
Petition Debt or Obligations consisting of LC Obligations or Banking Relationship Debt), such as 
a right of Pre-Petition Agent or Lender to indemnification by any Obligor, the depositing of cash 
with Pre-Petition Agent or Lender, or delivery to Pre-Petition Agent or Lender of a Supporting 
LC, in an amount equal to 100% of such Pre-Petition Debt or Obligations or, if such Pre-Petition 
Debt or Obligations are unliquidated in amount and represent a claim which has been overtly 
asserted against Pre-Petition Agent or Lender and for which an indemnity has been provided by 
Borrowers in any of the Pre-Petition Loan Documents or DIP Financing Documents, as the case 
may be, in an amount that is equal to such claim or the good faith estimate of such claim by 
Lender or Pre-Petition Agent, as the case may be. None of the Loans shall be deemed to have 
been paid in full until the Commitment has expired or been terminated. 

GAAP - generally accepted accounting principles in the United States of America in 
effect from time to time. 

General Intangibles - shall have the meaning given to the term "general intangibles" in 
the UCC and shall include each Borrower's choses in action, causes of action, company or other 
business records, inventions, blueprints, designs, patents, patent applications, trademarks, 
trademark applications, trade names, trade secrets, service marks, goodwill, brand names, 
copyrights, registrations, licenses, franchises, customer lists, permits, tax refund claims, 
computer programs, operational manuals, internet addresses and domain names, insurance 
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refunds and premium rebates, all rights to indemnification and all other intangible property of 
such Borrower of every kind and nature (other than Accounts). 

Goods - shall have the meaning given to the term "goods" in the UCC. 

Government Payor - any Third Party Payor which is (i) the United States of America 
acting under the Medicaid or Medicare programs established pursuant to the Social Security Act, 
or under the TRICARE program, (ii) any state or the District of Columbia acting pursuant to a 
health plan adopted pursuant to Title XIX of the Social Security Act (or any successor 
legislation), (iii) any other Governmental Authority or (iv) an agent, carrier, administrator or 
intermediary for any of the foregoing. 

Governmental Approvals - all authorizations, consents, approvals, licenses and 
exemptions of, registrations and filings with, and reports to, all Governmental Authorities. 

Governmental Authority -  any federal, state, municipal, national, foreign or other 
governmental department, commission, board, bureau, court, agency or instrumentality or 
political subdivision thereof or any entity or officer exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to any government or any court, in each 
case whether associated with a state of the United States, the District of Columbia or a foreign 
entity or government. 

Governmental Receivable - a Retail Receivable in respect of which the Third Party Payor 
is a Government Payor. 

Guarantors - each Person who guarantees payment or performance of the whole or any 
part of the Obligations. 

Guaranty - each guaranty agreement now or hereafter executed by a Guarantor in favor of 
Lender with respect to any of the Obligations. 

Health-Care-Insurance Receivable - shall have the meaning given to the term "health-
care-insurance receivable" in the UCC. 

Healthcare Laws - Medicaid Regulations, Medicare Regulations, Anti-Kickback Statutes, 
TRICARE (10 U.S.C. §§ 1071-1106), and all other applicable current and future laws, rules, 
regulations, codes, ordinances, orders, decrees, judgments, injunctions or binding agreements 
issued, promulgated or entered into by the Food and Drug Administration, CMS, HHS, the Office 
of Inspector General of HHS, the Drug Enforcement Administration or any other Governmental 
Authority, including any state or local professional licensing laws, certificate of need laws and 
state reimbursement laws, relating in any way to the conduct of the business of any Borrower or 
any of the Subsidiaries or the provision of healthcare services generally. 

Healthcare Purchaser - a health maintenance organization, prepaid health clinic, managed 
care plan, preferred provider organization or other institutional, governmental or commercial 
purchaser of healthcare services, which has engaged any Borrower or any of the Subsidiaries to 
provide diagnostic imaging services to Members of health plans offered by such purchaser 
pursuant to a Private Provider Agreement. 
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Hedging Agreement - any interest rate protection agreement, foreign currency exchange 
agreement, forward contract, currency swap agreement, commodity price protection agreement or 
other interest or currency exchange rate or commodity price hedging arrangement. 

HHS - the Department of Health and Human Services. 

IHC - shall have the meaning set forth in the preamble of this Agreement. 

Impermissible Qualification - any qualification or exception to the opinion or 
certification of any independent public accountant as to any financial statement of Borrowers 
which (i) is of a "going concern" or similar nature or (ii) relates to the limited scope of 
examination of matters relevant to such financial statements. 

Insolvency Proceeding - any action, case or proceeding commenced by or against a 
Person under any state, federal or foreign law, or any agreement of such Person for (i) the entry of 
an order for relief under any chapter of the Bankruptcy Code or other insolvency or debt 
adjustment law (whether state, federal or foreign), (ii) the appointment of a receiver (or 
administrative receiver), trustee, liquidator, administrator, conservator or other custodian for such 
Person or any part of its Property, (iii) an assignment or trust mortgage for the benefit of creditors 
of such Person, or (iv) the liquidation, dissolution or winding up of the affairs of such Person. 

Instrument - shall have the meaning given to the term "instrument" in the UCC. 

Intellectual Property - all intellectual and similar Property of a Person of every kind and 
description, including inventions, designs, patents, patent applications, copyrights, trademarks, 
service marks, trade names, mask works, trade secrets, proprietary information, know-how, 
software and databases and all embodiments or fixations thereof and related documentation, 
registrations and franchises, all books and records describing or used in connection with the 
foregoing and all licenses, or other rights to use any of the foregoing. 

Interest Expense - for any period, interest expense (other than interest payable-in-kind) 
for such period minus interest income for such period. 

Interim Financing Order - an order that is entered by the Court pursuant to section 364 of 
the Bankruptcy Code and Bankruptcy Rule 4001(c), which approves the form and substance of 
the DIP Financing Documents; approves Borrowers' stipulation of the validity, extent, amount, 
perfection, priority, enforceability, and non-avoidability of Pre-Petition Agent's and the Pre-
Petition Lenders' claims and Liens; grants adequate protection (in a form acceptable to Pre-
Petition Agent in its discretion) for the benefit of the Pre-Petition Lenders for any diminution in 
the value of its pre-petition claims and Liens resulting from Borrowers' use, disposition or 
consumption of any Pre-Petition Collateral; authorizes Lender and Pre-Petition Agent to enforce 
their respective Liens and loan documents upon the occurrence and during the continuance of any 
Event of Default, upon the giving of at least seven (7) days prior notice to Borrowers and their 
counsel, the U.S. Trustee and counsel for any Committee; contains a carve-out for professional 
fees and expenses that is acceptable to Lender; confers section 364(c)(1) priority status on 
all Obligations and provides for the securing of all Obligations by a Lien on all Collateral having 
priority over all other Liens; finds that Lender has acted in good faith in connection with the 
proposed financing and is entitled to the benefits of section 364(e) of the Bankruptcy Code; 
provides that the Liens granted to Lender under the DIP Financing Documents and pursuant to 
the Interim Financing Order are deemed perfected without the necessity of Lender filing for 
record of any documents, notices, or other filings (but Borrowers agree to execute and deliver to 



 

- 19 - 
 

Lender, and to authorize Lender to file, any such documents); and contains such other terms and 
conditions as Lender shall reasonably request or find reasonably acceptable. 

Interim Period - the period commencing on the date that the Interim Financing Order is 
entered by the Court and ending on the sooner to occur of (a) the date that the Final Financing 
Order is entered by the Court or (b) the date that is forty-five (45) days after the date that the 
Interim Financing Order is entered by the Court. 

Investment Property - shall have the meaning given to the term "investment property" in 
the UCC and shall include all Securities (whether certificated or uncertificated), security 
entitlements, securities accounts, commodity contracts and commodity accounts. 

Joint Venture - a Person, the Equity Interests of which are owned by a Borrower and a 
Person that is not an Obligor. 

LC Application - an application by any or all Borrowers to Lender, pursuant to a form 
approved by Lender, for the issuance of a Letter of Credit, that is submitted to Lender at least 
3 Business Days prior to the requested issuance of such Letter of Credit. 

LC Conditions - the following conditions, the satisfaction of each of which is required 
before Lender shall be obligated to issue a Letter of Credit: (i) each of the conditions set forth in 
Section 11.2 has been and continues to be satisfied, including the absence of any Default or Event 
of Default; (ii) after giving effect to the issuance of the requested Letter of Credit and all other 
unissued Letters of Credit for which an LC Application has been signed by a Borrower and 
approved by Lender, the LC Obligations would not exceed $5,000,000 and no Out-of-Formula 
Condition would exist, and, if no Revolver Loans are outstanding, the LC Obligations do not, and 
would not upon the issuance of the requested Letter of Credit, exceed the Borrowing Base; 
(iii) such Letter of Credit has an expiration date that is no more than 1 year from the date of 
issuance; (iv) the currency in which payment is to be made under the Letter of Credit is Dollars; 
and (v) the form of the proposed Letter of Credit is satisfactory to Lender in its reasonable 
discretion, provides for sight drafts only and does not contain any language that automatically 
increases the amount available to be drawn under the Letter of Credit.  All of the LC Conditions 
shall be deemed to have been satisfied with respect to the Pre-Petition LCs upon entry of the 
Interim Financing Order. 

LC Documents - any and all agreements, instruments and documents (including an LC 
Application) required by Lender to be executed by Borrowers or any other Person and delivered 
to Lender for the issuance, amendment or renewal of a Letter of Credit. 

LC Facility - the subfacility for Letters of Credit established as part of the Commitment 
pursuant to Section 2.3. 

LC Obligations - on any date, an amount (in Dollars) equal to the sum of (without 
duplication) (i) all amounts then due and payable by any Obligor on such date by reason of any 
payment that is made by Pre-Petition Agent or Lender under a Pre-Petition LC or Letter of Credit 
that has not been repaid to Pre-Petition Agent or Lender, plus (ii) the aggregate undrawn amount 
of all Pre-Petition LCs and Letters of Credit which are then outstanding or for which an LC 
Application has been delivered to and accepted by Lender, plus (iii) all fees and other amounts 
due or to become due in respect of Pre-Petition LCs and Letters of Credit outstanding on such 
date. 
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LC Request - a Letter of Credit Request from Borrowers to Lender in the form of 
Exhibit E annexed hereto. 

LC Reserve - at any date, the aggregate of all LC Obligations on such date, other than LC 
Obligations that Borrowers shall Cash Collateralize on or prior to such date. 

Lender Indemnitees - Pre-Petition Agent, each Pre-Petition Lender, Lender, each of their 
Affiliates and all of their respective present and future officers, directors, employees, agents and 
other Professionals. 

Letter of Credit - any standby letter of credit issued by Lender for the account of any 
Borrower or other Obligor, including the Pre-Petition LCs. 

Letter-of-Credit Right - shall have the meaning given to the term "letter-of-credit-right" 
in the UCC. 

Lien - any mortgage, pledge, hypothecation, collateral assignment, deposit arrangement, 
encumbrance, lien (statutory or other), charge or other security interest or preferential 
arrangement in the nature of a security interest of any kind or nature whatsoever (including any 
conditional sale or other title retention agreement, any easement, right of way or other 
encumbrance on title to real property).  For the purpose of this Agreement, a Borrower shall be 
deemed to be the owner of any Property which it has acquired or holds subject to a conditional 
sale agreement or other arrangement pursuant to which title to the Property has been retained by 
or vested in some other Person for security purposes. 

Lien Waiver -  an agreement duly executed in favor of Lender, in form and content 
acceptable to Lender, by which for locations leased by an Obligor, an owner or mortgagee of 
premises upon which any Property of an Obligor is located agrees to waive or subordinate any 
Lien it may have with respect to such Property in favor of Lender's Lien therein and to permit 
Lender to enter upon such premises and remove such Property or to use such premises to store or 
dispose of such Property. 

Loan - a Revolver Loan. 

Loan Account - the loan account established by Lender on its books pursuant to 
Section 5.8. 

Loan Year - a period commencing each calendar year on the same month and day as the 
date of this Agreement and ending on the same month and day in the immediately succeeding 
calendar year, with the first such period (i.e. the first Loan Year) to commence on the date of this 
Agreement. 

Margin Stock - shall have the meaning ascribed to it in Regulation U and of the Board of 
Governors. 

Material Adverse Effect - the effect of any event, condition, action, omission or 
circumstance, which, alone or when taken together with other events, conditions, actions, 
omissions or circumstances occurring or existing concurrently therewith, (i) has any material 
adverse effect upon the business, operations, Properties or financial condition of any Obligor; 
(ii) has or could be reasonably expected to have any material adverse effect whatsoever upon the 
validity or enforceability of this Agreement or any of the other DIP Financing Documents; 
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(iii) has any adverse effect upon the Liens of Lender with respect to the Collateral or the priority 
of any such Liens; (iv) has any material adverse effect upon the ability of any Obligor to perform 
its obligations under this Agreement or any of the other DIP Financing Documents, including 
repayment of any of the Obligations when due; or (v) has any material adverse effect upon the 
ability of  Lender to enforce or collect the Obligations or realize upon any of the Collateral in 
accordance with this Agreement, the DIP Financing Documents and Applicable Law.  For 
purposes hereof, neither the commencement nor the pendency of the Chapter 11 Cases shall, in 
and of themselves, be deemed to cause or to create a Material Adverse Effect. 

Material Contract - an agreement to which an Obligor is a party (other than the DIP 
Financing Documents) for which breach, termination, cancellation, nonperformance or failure to 
renew could reasonably be expected to have a Material Adverse Effect. 

Maximum Rate - the maximum non-usurious rate of interest permitted by Applicable 
Law that at any time, or from time to time, may be contracted for, taken, reserved, charged or 
received on the Debt in question or, to the extent that at any time Applicable Law may thereafter 
permit a higher maximum non-usurious rate of interest, then such higher rate.  Notwithstanding 
any other provision hereof, the Maximum Rate shall be calculated on a daily basis (computed on 
the actual number of days elapsed over a year of 365 or 366 days, as the case may be). 

Medicaid Certification - certification by CMS or a state agency or entity under contract 
with CMS that health maintenance, management or care operations are in material compliance 
with all of the conditions of participation set forth in the Medicaid Regulations. 

Medicaid Provider Agreement - an agreement entered into between a state agency or 
other such entity administering the Medicaid program and a health maintenance management or 
care operation under which the health maintenance, management or care operation agrees to 
provide services for Medicaid patients in accordance with the terms of the agreement and 
Medicaid Regulations. 

Medicaid Regulations - collectively, (i) all federal statutes (whether set forth in Title XIX 
of the Social Security Act or elsewhere) affecting the medical assistance program established by 
Title XIX of the Social Security Act and any statute succeeding thereto); (ii) all applicable 
provisions of all federal rules, regulations, manuals and orders of all Governmental Authorities 
promulgated pursuant to or in connection with the statutes described in clause (i) above and all 
federal administrative, reimbursement and other guidelines of all Governmental Authorities 
having the force of  law promulgated pursuant to or in connection with the statutes described in 
clause (i) above; (iii) all state statutes and plans for medical assistance enacted in connection with 
the statutes and provisions described in clauses (i) and (ii) above; and (iv) all applicable 
provisions of all rules, regulations, manuals and orders of all Governmental Authorities 
promulgated pursuant to or in connection with the statutes described in clause (iii) above and 
all stated administrative, reimbursement and other guidelines of all Governmental Authorities 
having the force of law promulgated pursuant to or in connection with the statutes described in 
clause (ii) above. 

Medicare Certification - certification by CMS or a state agency or entity under contract 
with CMS that the health maintenance, management or care operation is in material compliance 
with all of the conditions of participation set forth in the Medicare Regulations. 

Medicare Provider Agreement - an agreement entered into between a state agency or 
other such entity administering the Medicare program and a health maintenance, management or 
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care operation under which the health maintenance, management or care operation agrees to 
provide services for Medicare patients in accordance with the terms of the agreement and 
Medicare Regulations. 

Medicare Regulations - collectively, all federal statutes (whether set forth in Title XVIII 
of the Social Security Act or elsewhere) affecting the health insurance program for the aged and 
disabled established by Title XVIII of the Social Security Act and any statute succeeding thereto, 
together with applicable provisions of all rules, regulations, manuals and orders and 
administrative, reimbursement and other guidelines having the force of law of Governmental 
Authorities (including HHS, CMS, the Office of the Inspector General for HHS or any Persons 
succeeding to the functions of any of the foregoing) promulgated pursuant to or in connection 
with any of the foregoing having the force of law. 

Member - an individual who is a member, subscriber or enrollee, or any dependent of any 
member subscriber or enrollee, under any health plan offered by a Healthcare Purchaser. 

Money Borrowed - as applied to any Obligor, without duplication, (i) Debt arising from 
the lending of money by any other Person to such Obligor; (ii) Debt, whether or not in any such 
case arising from the lending of money by another Person to such Obligor, (A) which is 
represented by notes payable or drafts accepted that evidence extensions of credit, or (B) which 
constitutes obligations evidenced by bonds, debentures, notes or similar instruments, (iii) Debt 
that constitutes a Capitalized Lease Obligation; (iv) reimbursement obligations with respect to 
letters of credit or guaranties of letters of credit; and (v) Debt of such Obligor under any guaranty 
of obligations that would constitute Debt for Money Borrowed under clauses (i) through (iii) 
hereof, if owed directly by such Obligor. 

Monthly Cash Collections - for any month, an amount equal to (i) Cash collections by 
Borrowers on account of Wholesale Receivables for such month plus (ii) Cash collections by 
Borrowers on account of Retail Receivables for such month plus (iii) Cash reimbursements to 
Borrowers from Subsidiaries that are not Borrowers for such month minus Cash refunds made by 
Borrowers during such month. 

Moody's - Moody's Investors Services, Inc. 

Multiemployer Plan - has the meaning set forth in Section 4001(a)(3) of ERISA. 

Notes - the Revolver Note and any other promissory note executed by Borrowers at 
Lender's request to evidence any of the Obligations. 

Notice of Borrowing - as defined in Section 4.1.1(i). 

Obligations - in each case, whether now in existence or hereafter arising, (i) the principal 
of, and interest and premium, if any, on the Loans, (ii) all LC Obligations and all other 
obligations of any Obligor to Lender arising in connection with the issuance of any Letter of 
Credit, (iii) all liabilities and obligations of Borrowers under any indemnity for Claims, (iv) all 
Extraordinary Expenses,  and (v) all other Debts, liabilities, covenants, duties and obligations 
(including Contingent Obligations) now or at any time or times hereafter owing by any Obligor to 
Lender under or pursuant to this Agreement or any of the other DIP Financing Documents, or 
owing by any Obligor to Lender (or any Affiliate of Lender) with respect to Banking Relationship 
Debt, in each case, whether evidenced by any note or other writing, whether arising from any 
extension of credit, opening of a letter of credit, acceptance, loan, guaranty, indemnification or 
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otherwise and whether direct or indirect, absolute or contingent, due or to become due, primary or 
secondary, or joint or several, including all interest, charges, expenses, fees or other sums 
chargeable to any or all Obligors under any of the DIP Financing Documents. 

Obligor - each Borrower and each Guarantor, and any other Person that is at any time 
liable for the payment of the whole or any part of the Pre-Petition Debt or the Obligations or that 
has granted in favor of Pre-Petition Agent or Lender a Lien upon any of such Person's assets to 
secure payment of any of the Pre-Petition Debt or Obligations. 

Ordinary Course of Business - with respect to any transaction involving any Person, 
the ordinary course of such Person's business, as undertaken by such Person in good faith and not 
for the purpose of evading any covenant or restriction in any DIP Financing Document. 

Organic Documents - with respect to any Person, its charter, certificate or articles of 
incorporation, bylaws, articles of organization, limited liability agreement, operating agreement, 
members agreement, partnership agreement, certificate of partnership, certificate of formation or 
similar agreement or instrument governing the formation or operation of such Person. 

OSHA - the Occupational Safety and Hazard Act of 1970. 

Other Agreements - the Notes, each Guaranty, the Lien Waiver, each Cash Management 
Agreement, Hedging Agreement or other document, instrument or agreement relating to Bank 
Products to which an Obligor is party with Lender or any of its Affiliates, and any and all other 
agreements, instruments and documents (other than this Agreement and the Security Documents), 
heretofore, now or hereafter executed by any Borrower, any other Obligor or any other Person 
and delivered to Lender, or otherwise executed by Lender in favor of any Person on behalf or for 
the account of an Obligor, in each case in respect of the transactions contemplated by this 
Agreement or other DIP Financing Documents, including authorizing board resolutions, evidence 
of liability and property insurance, incumbency certificates and opinions of counsel consistent 
with those provided by Borrowers in connection with the Pre-Petition Loan Agreement. 

Out-of-Formula Condition - as defined in Section 2.1.2. 

Out-of-Formula Loan - a Revolver Loan made or existing when an Out-of-Formula 
Condition exists or the amount of any Revolver Loan which, when funded, results in an 
Out-of-Formula Condition. 

Payment Account - an account maintained by Lender to which all monies from time to 
time deposited to a Dominion Account shall be transferred and all other collections on Accounts 
shall be sent in immediately available federal funds. 

Payment Intangible - shall have the meaning given to the term "payment intangible" in 
the UCC. 

Payment Item - each check, draft, or other item of payment payable to a Borrower, 
including those evidencing or constituting proceeds of any of the Collateral. 

Pending Revolver Loans - at any date, the aggregate principal amount of all Revolver 
Loans which have been requested in any Notice of Borrowing received by Lender but which have 
not theretofore been advanced by Lender. 



 

- 24 - 
 

Permitted Asset Disposition - any Asset Disposition that consists of any of the following:  
(a) the disposition of damaged, obsolete or worn out Property in the Ordinary Course of Business; 
(b) the sale of inventory in the Ordinary Course of Business; (c) dispositions permitted by 
Section 10.2.1; (d)  the sale of Equity Interests of any Subsidiary of InSight Health to a Borrower 
or a Guarantor; (e) any disposition of real Property to a Governmental Authority as a result of a 
condemnation of such real Property; (f) the abandonment or cancellation of  Intellectual Property 
that is not material or is no longer used or useful in any material respect in the business of 
Borrowers and their Subsidiaries, taken as a whole; (g) licenses, leases and subleases of real or 
personal Property in the Ordinary Course of Business; (h) dispositions of Property to any 
Borrower, Guarantor or Subsidiary thereof, provided that if the transferor is a Borrower or a 
Guarantor then the transferee must be a Borrower or Guarantor; (i) sales of Cash Equivalents in 
the Ordinary Course of Business on ordinary business terms; (j) non-exclusive licenses and 
sublicenses of Intellectual Property in the Ordinary Course of Business; (k) sales or forgiveness 
of Accounts in the Ordinary Course of Business in connection with the collection or compromise 
thereof, including sales of Accounts which arise from or constitute a workers’ compensation 
claim or a personal injury claim; (l) sale or other disposition under Section 363 of the Bankruptcy 
Code, outside the Ordinary Course of Business, of any Collateral that is not the subject of any 
preceding categories in this definition of Permitted Asset Disposition with Lender's consent or 
without Lender's consent, if the proceeds from such sale or other disposition will be sufficient to 
make Full Payment of all of the Obligations and Pre-Petition Debt (and to Cash Collateralize, or 
otherwise collateralize in a manner satisfactory to Lender, all Letters of Credit and any Pre-
Petition LCs and other outstanding contingent obligations associated with Banking Relationship 
Debt); and (m) the disposition of Property (other than Collateral) to the extent expressly approved 
by an order of the Court. 

Permitted Contingent Obligations - Contingent Obligations arising from endorsements of 
items of payment for collection or deposit in the Ordinary Course of Business; Contingent 
Obligations arising from Hedging Agreements entered into in the Ordinary Course of Business;  
Contingent Obligations of any Borrower and its Subsidiaries existing as of the Closing Date, 
including extensions and renewals thereof that do not increase the amount of such Contingent 
Obligations as of the date of such extension or renewal; Contingent Obligations arising under 
indemnity agreements to title insurers to cause such title insurers to issue to Lender title insurance 
policies; Contingent Obligations with respect to customary indemnification obligations in 
contracts entered into in the Ordinary Course of Business; Contingent Obligations consisting of 
reimbursement obligations from time to time owing by any Borrower to Lender with respect to 
Letters of Credit (but in no event to include reimbursement obligations at any time owing by a 
Borrower to any other Person that may issue letters of credit for the account of Borrowers); 
Contingent Obligations of an Obligor in respect of Debt of another Obligor; Contingent 
Obligations of an Obligor or any Subsidiary thereof on an unsecured basis that do not constitute 
Debt of such Obligor; Contingent Obligations of a Subsidiary that is not an Obligor in respect of 
obligations (including Debt) of another Subsidiary that is not an Obligor; and other Contingent 
Obligations to the extent expressly approved by an order of the Court. 

Permitted Lien - a Lien of a kind specified in Section 10.2.4. 

Permitted Purchase Money Debt - Purchase Money Debt of Borrowers and their 
Subsidiaries that is unsecured or is secured only by a Purchase Money Lien.  For the purposes of 
this definition, the principal amount of any Purchase Money Debt consisting of capitalized leases 
shall be computed as a Capitalized Lease Obligation. 
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Permitted Restrictive Agreement – an agreement of a Borrower or a Subsidiary which is a 
Restrictive Agreement by virtue of the following: 

(a) conditions imposed by Applicable Law or by any DIP Financing Document; 

(b) in the case of clause (b) of the definition of Restrictive Agreement, an agreement 
that applies to assets encumbered by Permitted Liens as long as such restriction applies only to 
the asset encumbered by such Permitted Lien; 

(c) restrictions and conditions contained in such agreement existing on the Closing 
Date (but shall not apply to any amendment or modification expanding the scope of any such 
restriction or condition); 

(d) restrictions in such agreement in effect at the time any Person becomes a 
Subsidiary of a Borrower, provided that such agreement was not entered into in contemplation of 
such Person becoming a Subsidiary of a Borrower; 

(e) customary restrictions and conditions contained in agreements relating to the sale 
of a Subsidiary of a Borrower (or the assets of a Subsidiary of a Borrower) pending such sale, 
provided such restrictions and conditions apply only to the Subsidiary of such Borrower that is to 
be sold (or whose assets are to be sold) and such sale is permitted hereunder; 

(f) in the case of clause (b) of the definition of Restrictive Agreement, customary 
provisions in leases and contracts in the Ordinary Course of Business between a Borrower or any 
of its Subsidiaries and its customers and other contracts restricting the assignment thereof; 

(g) restrictions in the Senior Note Documents; 

(h) restrictions in agreements governing Debt listed in Schedule 10.2.2 and that are 
no more restrictive, taken as a whole, with respect to such restrictions than those contained in 
such agreements on the date of this Agreement; 

(i) customary provisions with respect to the disposition or distribution of assets or 
Property, and provisions restricting the incurrence of the Obligations, in joint venture agreements, 
limited liability company operating agreements, partnership agreements and stockholders 
agreements for Affiliates that are not Borrowers; and 

(j) customary provisions with respect to the disposition or distribution of assets or 
Property in asset sale agreements, agreements in respect of sales of Equity Interests and other 
similar agreements entered into in connection with transactions not prohibited under this 
Agreement, provided that such encumbrance or restriction shall only be effective against the 
assets or Property that are the subject of such agreements. 

Person - an individual, partnership, corporation, limited liability company, limited 
liability partnership, joint stock company, land trust, business trust, or unincorporated 
organization, or a Governmental Authority. 

Petition Date - December 10, 2010. 

Plan - an employee pension benefit plan that is covered by Title IV of ERISA or subject 
to the minimum funding standards under Section 412 of the Internal Revenue Code and that is 
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either (i) maintained by Borrower for employees or (ii) maintained pursuant to a collective 
bargaining agreement or any other arrangement under which more than one employer makes 
contributions and to which Borrower is then making or accruing an obligation to make 
contributions or has within the preceding 5 years made or accrued such contributions. 

Plan Benchmark #1 - On or before the date that is 60 days after the date of this 
Agreement, Borrowers shall file an Acceptable Plan with the Court. 

Plan Benchmark #2 - On or before the date that is 90 days after the date of this 
Agreement, Borrowers shall begin to solicit votes for approval of the Reorganization Plan filed 
pursuant to Plan Benchmark #1. 

Plan Benchmark #3 - On or before the date that is 150 days after the date of this 
Agreement, Borrowers shall seek confirmation of the Reorganization Plan filed pursuant to Plan 
Benchmark #1 by the Court. 

Plan Benchmarks - collectively, Plan Benchmark #1, Plan Benchmark #2, and Plan 
Benchmark #3. 

Plan Option - Borrowers' election to pursue a reorganization of Borrowers' capital 
structure and business affairs pursuant to an Acceptable Plan and the terms and provisions of the 
Bankruptcy Code. 

Post-Petition Purchase Money Property - any Property purchased by a Borrower on or 
after the Petition Date using proceeds of Revolver Loans or proceeds of Collateral. 

Pre-Petition Agent - Lender, in its capacity as collateral and administrative agent under 
the Pre-Petition Loan Documents. 

Pre-Petition Borrowers - as defined in the Recitals hereto. 

Pre-Petition Debt - all "Obligations" under (and as defined in) the Pre-Petition Loan 
Agreement, including all interest thereon accruing after the Petition Date, and all legal fees and 
collection expenses heretofore or hereafter incurred in connection with the Chapter 11 Cases and 
in collecting any of such obligations, subject to any reasonableness or other limitations contained 
in the Pre-Petition Loan Documents with respect to Borrowers' obligations to reimburse Pre-
Petition Agent for legal fees and collection expenses. 

Pre-Petition LC - a letter of credit that was issued for the account or at the request of any 
Obligor and that was secured by the Collateral and outstanding on the Petition Date, but 
excluding any such letter of credit to the extent that the Financing Orders deem such letter of 
credit to have been issued under this Agreement. 

Pre-Petition Lenders - as defined in the Recitals hereto. 

Pre-Petition Loan Agreement - as defined in the Recitals hereto. 

Pre-Petition Loan Documents - the "Loan Documents" (as defined in the Pre-Petition 
Loan Agreement). 
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Pre-Petition Revolver Loans - "Revolver Loans" under (and as defined in) the Pre-
Petition Loan Agreement. 

Prime Rate - the rate of interest announced by Lender from time to time as its prime rate.  
Such rate is set by Lender on the basis of various factors, including its costs and desired return, 
general economic conditions and other factors, and is used as a reference point for pricing some 
loans, which may be priced at, above or below such rate.  Any change in such rate announced by 
Lender shall take effect at the opening of business on the day specified in the public 
announcement of such change. 

Private Provider Agreement - an agreement entered into between any Borrower and a 
Healthcare Purchaser under which such Borrower agrees to provide services for Members of a 
health plan offered by such Healthcare Purchaser. 

Professional Expenses - the fees and reimbursable expenses of a Professional Person. 

Professional Fees Allowance - on any date, an amount equal to that portion of aggregate 
uncollected Retail Receivables that, upon collection, will be payable to physicians as fees and 
other amounts due from Borrowers under all PSAs. 

Professional Fees Reserve - on any date, an amount equal to that portion of Accounts that 
have been collected by Borrowers as of such date that is due from Borrowers to physicians as fees 
and other amounts due from Borrowers under all PSAs, as adjusted to deduct amounts 
attributable to and owing by Subsidiaries that are not Borrowers to the extent that such 
Subsidiaries have sufficient Cash on hand to pay such amounts as are due and payable as of such 
date. 

Professional Person - a Person who is an attorney, accountant, appraiser, auctioneer or 
other professional person and who is retained, with Court approval, by (i) Borrowers pursuant to 
sections 327 and 328 of the Bankruptcy Code or (ii) a Committee pursuant to section 1103(a) of 
the Bankruptcy Code. 

Professionals - with respect to any Person, attorneys, accountants, appraisers, business 
valuation experts, environmental engineers or consultants, turnaround consultants and other 
professionals or experts retained by such Person. 

Properly Contested - in the case of any Debt or Tax of an Obligor that is not paid as and 
when due or payable by reason of such Obligor's bona fide dispute concerning its liability to pay 
same or concerning the amount thereof, (i) such Debt or Tax is being properly contested in good 
faith by appropriate proceedings promptly instituted and diligently conducted; (ii) such Obligor 
has established appropriate reserves as shall be required in conformity with GAAP; (iii) the non-
payment of such Debt or Tax will not reasonably be expected to have a Material Adverse Effect 
and will not result in a forfeiture or sale of any Collateral; (iv) no Lien is imposed upon any 
Collateral with respect to such Debt or Tax unless such Lien is at all times junior and subordinate 
in priority to the Liens in favor of Lender (except only with respect to property taxes that have 
priority as a matter of Applicable Law) and enforcement of such Lien is stayed during the period 
prior to the final resolution or disposition of such dispute; and (v) if the Debt or Tax results from, 
or is determined by the entry, rendition or issuance against an Obligor of a judgment, writ, order 
or decree, enforcement of such judgment, writ, order or decree is stayed pending a timely appeal 
or other judicial review. 
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Property - any interest in any kind of property or asset, whether real, personal or mixed 
and whether tangible or intangible. 

Provider Agreement - the Medicaid Provider Agreement, the Medicare provider 
Agreement, any Private Provider Agreement or any other agreement by which a Third Party 
Payor is obligated to pay for services rendered to patients of any Borrower, or all of them, as the 
context requires. 

PSA - each Professional Services Agreement entered into by a Borrower and a physician 
or group of physicians in connection with the provision of diagnostic imaging services. 

Purchase Money Debt - means and includes (i) Debt (other than the Obligations) for the 
payment of all or any part of the purchase price of any fixed asset, (ii) any Debt (other than the 
Obligations) incurred at the time of or within 90 days prior to or after the acquisition of any fixed 
asset for the purpose of financing all or any part of the purchase price thereof, and (iii) any 
renewals, extensions or refinancings (but not any increases in the principal amounts) thereof 
outstanding at the time. 

Purchase Money Lien - a Lien upon fixed assets which secures Purchase Money Debt, 
but only if such Lien shall at all times be confined solely to the fixed assets acquired through the 
incurrence of the Purchase Money Debt secured by such Lien. 

Qualified Purchaser - with respect to a liquidating sale of all or substantially all of 
Borrowers' assets under Section 363 of the Bankruptcy Code, a purchaser that has the financial 
ability to consummate such sale on terms and conditions reasonably satisfactory to Lender, 
including the ability to pay a cash amount sufficient for the Full Payment of the Obligations and 
the Pre-Petition Debt (including repayment in the form of financing of such sale provided by 
Lender), and is otherwise reasonably acceptable to Lender in all respects. 

RCRA - the Resource Conservation and Recovery Act (42 U.S.C. §§ 6991-6991i). 

Reclamation Claim - a claim against a Borrower under Section 546(c) of the Bankruptcy 
Code. 

Regulation D - Regulation D of the Board of Governors. 

Reimbursement Date - as defined in Section 2.3.1(iii). 

Rentals - all payments which a lessee is required to make under the terms of any lease. 

Reorganization Plan - a plan of reorganization or liquidation proposed under 
Section 1121 of the Bankruptcy Code by any Borrower or any other Person (including Lender) in 
any Chapter 11 Case. 

Reportable Event - any of the events set forth in Section 4043(c) of ERISA. 

Reserve Percentage - the reserve percentage (expressed as a decimal, rounded up to the 
nearest 1/8th of 1%) applicable to member banks under regulations issued from time to time by 
the Board of Governors for determining the maximum reserve requirement (including any 
emergency, supplemental or other marginal reserve requirement) with respect to Eurocurrency 
funding (currently referred to as "Eurocurrency liabilities"). 
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Restricted Investment - any acquisition of Property by a Borrower or any of its 
Subsidiaries in exchange for cash or other Property, whether in the form of an acquisition of 
Equity Interests or Debt, or the purchase or acquisition by such Borrower or any Subsidiary of 
any other Property, or a loan, advance or capital contribution, except the following: 
(i) acquisitions of fixed assets to be used in the Ordinary Course of Business of such Borrower or 
any of its Subsidiaries; (ii) acquisitions of goods to be used in the provision of services by such 
Borrower or any of its Subsidiaries in the Ordinary Course of Business; (iii) acquisitions of 
Current Assets in the Ordinary Course of Business of such Borrower or any of its Subsidiaries; 
(iv)  investments to the extent existing on the Petition Date; (v) Cash Equivalents; 
(vi) [Reserved]; (vii) [Reserved]; (viii) Hedging Agreements entered into in the Ordinary Course 
of Business and not for speculative purposes; (ix) Debt permitted pursuant to Section 10.2.2; 
(x) Distributions to the extent permitted under this Agreement; (xi) extensions of trade credit in 
the Ordinary Course of Business; (xii) Permitted Contingent Obligations; (xii) loans and advances 
to employees, officers and directors of any Borrower or Guarantor or Subsidiary thereof (a) to the 
extent the proceeds thereof are used to acquire Equity Interests of Parent so long as any cash 
proceeds received by Parent are contemporaneously remitted to InSight Health and (b) in the 
Ordinary Course of Business (including for travel, entertainment and relocation expenses) in an 
aggregate amount for all such loans and advances permitted by this clause (b) not to exceed 
$500,000 at any one time outstanding; (xiii) investments consisting of Equity Interests, obligations, 
securities or other Property received by any Guarantor, Borrower or Subsidiary thereof in settlement 
of Accounts (created in the Ordinary Course of Business); (xiv) intercompany investments (a) by 
any Subsidiary of InSight Health in InSight Health or another Borrower or Guarantor, and (b) by 
any Subsidiary of InSight Health that is not a Borrower or Guarantor in any Person that is not a 
Borrower or Guarantor; (xv) investments in prepaid expenses, negotiable instruments held for 
collection and lease, utility and workers compensation, performance and similar deposits entered 
into as a result of the operations of the business in the Ordinary Course of Business; (xvi) 
expenditures of Cash to purchase Equity Interests of or funding of loans to Joint Ventures or other 
business organizations that are Affiliates but not Obligors, in each case, in existence on the 
Closing Date; and (xvii) investments to the extent set forth in the Budget and approved by the 
Court. 

Restrictive Agreement - an agreement that, if and for so long as an Obligor or any 
Subsidiary of such Obligor is a party thereto, would prohibit, condition or restrict such Obligor's 
or Subsidiary's right to: (a)  incur or repay  any of the Obligations; (b) grant Liens upon any of 
such Obligor's or Subsidiary's assets (including Liens granted in favor of Lender pursuant to the 
DIP Financing Documents); (c) declare or make Distributions; or (d) amend, modify, extend or 
renew any of the DIP Financing Documents. 

Retail Collection Account - shall have the meaning ascribed to it in Section 8.2.5(i).   

Retail Receivable - an Account arising from (i) the provision of diagnostic imaging 
services or (ii) the provision of management of services by IHC or any other Borrower to any 
Subsidiary that is not a Borrower. 

Retained Rights - with respect to any Governmental Receivable, the rights of any Obligor 
or any Subsidiary thereof granted by Applicable Law with respect to such Governmental 
Receivable, including, and as applicable, the collection thereof and discretion over the transfer 
thereof to any Person (including Lender) and to enforce the claim giving rise to such 
Governmental Receivable against the applicable Governmental Authority, in the absence of a 
court order in the manner expressly contemplated by Applicable  Law. 
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Revolver Loan - a loan made by Lender as provided in Section 2.1 (including any Out-
of-Formula Loan). 

Revolver Note - a Revolver Note to be executed by Borrowers in favor of Lender in the 
form of Exhibit A attached hereto, which shall be in the face amount of the Commitment and 
which shall evidence all Revolver Loans made by Lender to Borrowers pursuant to this 
Agreement. 

S&P - Standard & Poor's Ratings Group, a division of McGraw-Hill, Inc. 

Sale Benchmark #1 - On or before the date that is 60 days after the date of this 
Agreement, Borrowers shall file a motion with the Court sufficient to obtain a court-approved 
sale of all or substantially all of Borrowers' assets pursuant to Section 363 of the Bankruptcy 
Code. 

Sale Benchmark #2 - On or before the date that is 120 days after the date of this 
Agreement, Borrowers shall conduct the auction or sale (with competitive bidding) referenced in 
the motion filed with the Court pursuant to Sale Benchmark #1 and enter into an asset purchase 
agreement with the successful bidder / purchaser. 

Sale Benchmark #3 - On or before the date that is 150 days after the date of this 
Agreement, Borrowers shall obtain the Court's approval of the sale referenced in the motion filed 
with the Court pursuant to Sale Benchmark #1 to a Qualified Purchaser. 

Sale Benchmarks - collectively, Sale Benchmark #1, Sale Benchmark #2 and Sale 
Benchmark #3. 

Sale Option - Borrowers' election to pursue a liquidating sale or auction of all or 
substantially all of Borrowers' assets pursuant to Section 363 of the Bankruptcy Code. 

Schedule of Accounts - as defined in Section 8.2.1. 

SEC - Securities and Exchange Commission. 

Secured Parties - Lender and any Affiliate of Lender that may provide any Bank 
Products. 

Security - shall have the same meaning as in Section 2(1) of the Securities Act of 1933. 

Security Documents - each Guaranty, the Control Agreements, and all other instruments 
and agreements now or at any time hereafter securing the whole or any part of the Obligations. 

Senior Note Documents - the Senior Notes, the Senior Notes Indenture and any and all 
other agreements, instruments and documents executed in connection therewith or related thereto. 

Senior Note Indenture - the Indenture, dated as of September 22, 2005, among InSight 
Health, Parent, Borrowers and U.S. Bank National Association, as Trustee, as amended by the 
FRN Indenture Amendment and as further amended and supplemented from time to time to the 
extent permitted by this Agreement. 
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Senior Notes - the $315,000,000 Senior Secured Floating Rate Notes of InSight Health 
due 2011 issued under the Senior Note Indenture (and any Senior Secured Floating Rate Notes of 
InSight Health due 2011 issued in exchange therefor in an exchange offer) (plus any principal 
amounts issued in lieu of Cash interest). 

Senior Notes Trustee - U.S. Bank National Association, and any of its successors and 
assigns. 

Senior Officer - the chairman of the board of directors, the president or the chief financial 
officer of a Borrower. 

Social Security Act - the Social Security Act as codified at 42 U.S.C. Section 1395 et seq. 

Software - shall have the meaning given to the term "software" in the UCC. 

Solvent - as to any Person, such Person (i) owns Property whose fair salable value is 
greater than the amount required to pay all of such Person's debts (including contingent, 
subordinated, unmatured and unliquidated liabilities), (ii) owns Property whose present fair 
salable value (as defined below) is greater than the probable total liabilities (including contingent, 
subordinated, unmatured and unliquidated liabilities), of such Person as they become absolute and 
matured, (iii) is able to pay all of its debts as such debts mature, (iv) has capital that is not 
unreasonably small for its business and is sufficient to carry on its business and transactions and 
all business and transactions in which it is about to engage, (v) is not "insolvent" within the 
meaning of Section 101(32) of the Bankruptcy Code, and (vi) has not incurred (by way of 
assumption or otherwise) any obligations or liabilities (contingent or otherwise) under any of the 
DIP Financing Documents, or made any conveyance pursuant to or in connection therewith, with 
actual intent to hinder, delay or defraud either present or future creditors of such Person or any of 
its Subsidiaries.  As used herein, the term "fair salable value" of a Person's assets means the 
amount that may be realized within a reasonable time, either through collection or sale of such 
assets at the regular market value, based upon the amount that could be obtained for such assets 
within such period by a capable and diligent seller from an interested buyer who is willing (but is 
under no compulsion) to purchase under ordinary selling conditions. 

Subordinated Debt - Debt incurred by a Borrower that is expressly subordinated and 
made junior in right of payment to the Full Payment of the Obligations and, to the extent that 
such Debt is incurred on or after the Closing Date, such Debt is payable on terms and conditions 
(including terms relating to interest, fees, repayment and subordination) that are reasonably 
satisfactory to Lender. 

Subsidiary - any Person in which more than 50% of its outstanding Voting Securities is 
owned directly or indirectly by InSight Health, by a Borrower, by one or more other Subsidiaries 
of InSight Health or such Borrower or by InSight Health and/or a Borrower and one or more 
other Subsidiaries of InSight Health or a Borrower. 

Supporting LC - an irrevocable letter of credit that is in form and substance reasonably 
acceptable to Lender, issued or confirmed by a bank reasonably acceptable to Lender, and 
payable in Dollars at a place of payment within the United States that is reasonably acceptable to 
Lender, which letter of credit names Lender as the beneficiary thereof. 

Supporting Obligation - shall have the meaning given to the term "supporting obligation" 
in the UCC. 
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Taxes - any present or future taxes, levies, imposts, duties, fees, assessments, deductions, 
withholdings or other charges of whatever nature, including income, receipts, excise, property, 
sales, use, transfer, license, payroll, withholding, social security and franchise taxes now or 
hereafter imposed or levied by the United States or any other Governmental Authority and 
all interest, penalties, additions to tax and similar liabilities with respect thereto, but excluding 
Excluded Taxes. 

Third Party Payor - any Person (other than the customer or patient) that is responsible for 
payment of all or any portion of an Account, including any commercial or non-profit insurer, any 
Healthcare Purchaser and any Governmental Authority making payment pursuant to any 
Healthcare Law.  For the avoidance of doubt, the term "Third Party Payors" shall include all 
Government Payors and all Commercial Payors. 

UCC -  the Uniform Commercial Code (or any successor statute) as adopted and in force 
in the State of New York or, when the laws of any other state govern the method or manner of 
the perfection or enforcement of any security interest in any of the Collateral, the Uniform 
Commercial Code (or any successor statute) of such state. 

Undrawn Amount - on any date with respect to a particular Letter of Credit, the total 
amount then available to be drawn under such Letter of Credit in Dollars. 

Unused Line Fee - as defined in Section 3.2.2. 

Unused Line Fee Percentage - a percentage equal to 1.00%.  

Upstream Payment - collectively: 

(a) Distributions by a Subsidiary to a Borrower or any Obligor; 

(b) to the extent permitted by the Court, Distributions by a Subsidiary of a Borrower 
that is not wholly-owned by such Borrower to the holders of its Equity Interests, provided that 
such Distributions are made pro rata to all holders of its Equity Interests, taking into account the 
relative preferences, if any, on the various classes of Equity Interests of such non-wholly owned 
Subsidiary; and 

(c) cashless exercises of options or warrants. 

U.S. Trustee - the United States Bankruptcy Trustee for the Southern District of New 
York. 

U.S. Trustee Fee Reserve - on any date, an amount equal to the sum of (i) $30,000 plus 
(ii) that portion of Lender's reasonable estimate of amounts accrued and unpaid in the Chapter 11 
Cases pursuant to 28 U.S.C. § 1930(a)(6) in excess of $30,000 on such date. 

USA Patriot Act - the Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001, Pub. L. No. 107-56, 115 
Stat. 272 (2001). 

Voting Securities - Equity Interests of any class or classes of a corporation or other entity 
the holders of which are ordinarily, in the absence of contingencies, entitled to elect a majority of 
the corporate directors or individuals performing similar functions. 
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Wholesale Collection Account - shall have the meaning ascribed to it in Section 8.2.5(i). 

Wholesale Receivable - an Account that is not a Retail Receivable. 

1.2. Accounting Terms.  Unless otherwise specified herein, all terms of an accounting 
character used in this Agreement shall be interpreted, all accounting determinations under this Agreement 
shall be made, and all financial statements required to be delivered under this Agreement shall be 
prepared in accordance with GAAP, applied on a basis consistent with the most recent audited 
Consolidated financial statements of Borrowers and their respective Subsidiaries heretofore delivered to 
Lender, except for any change required by GAAP. 

1.3. Other Terms.  All other terms contained in this Agreement shall have, when the context 
so indicates, the meanings provided for by the UCC to the extent the same are used or defined therein. 

1.4. Certain Matters of Construction.  The terms "herein," "hereof" and "hereunder" and 
other words of similar import refer to this Agreement as a whole and not to any particular section, 
paragraph or subdivision.  Any pronoun used shall be deemed to cover all genders.  In the computation of 
periods of time from a specified date to a later specified date, the word "from" means "from and 
including" and the words "to" and "until" each means "to but excluding."  The section titles, table of 
contents and list of exhibits appear as a matter of convenience only and shall not affect the interpretation 
of this Agreement.  All references to statutes shall include all related rules and implementing regulations 
and any amendments of same and any successor statutes, rules and regulations; to any agreement, 
instrument or other documents (including any of the DIP Financing Documents) shall include any and all 
modifications and supplements thereto and any and all restatements, extensions or renewals thereof to the 
extent such modifications, supplements, restatements, extensions or renewals of any such documents are 
permitted by the terms thereof; to any Person (including a Borrower or Lender) shall mean and include 
the successors and permitted assigns of such Person; to "including" and "include" shall be understood to 
mean "including, without limitation" (and, for purposes of each DIP Financing Document, the parties 
agree that the rule of ejusdem generis shall not be applicable to limit a general statement, which is 
followed by or referable to an enumeration of specific matters to matters similar to the matters 
specifically mentioned); to the time of day shall mean the time of day on the day in question in 
New York, New York, unless otherwise expressly provided in this Agreement; or to the "discretion" of 
Pre-Petition Agent, a Pre-Petition Lender, or Lender shall mean the reasonable discretion of such Person.  
A Default or an Event of Default shall be deemed to exist at all times during the period commencing on 
the date that such Default or Event of Default occurs to the date on which such Default or Event of 
Default is waived in writing by Lender pursuant to this Agreement or, in the case of a Default, is cured 
within any period of cure expressly provided in this Agreement; and an Event of Default shall "continue" 
or be "continuing" until such Event of Default has been waived in writing by Lender.  All calculations of 
Value shall be in Dollars, all Loans shall be funded in Dollars and all Obligations shall be repaid in 
Dollars.  Whenever the phrase "to the best of Borrowers' knowledge" or words of similar import relating 
to the knowledge or the awareness of a Borrower are used in this Agreement or other DIP Financing 
Documents, such phrase shall mean and refer to the actual knowledge of a Senior Officer of any 
Borrower. 

SECTION 2. DIP FACILITY 

Subject to the terms and conditions of, and in reliance upon the representations and warranties 
made in, this Agreement and the other DIP Financing Documents, Lender agrees to the extent and in the 
manner hereinafter set forth to make Revolver Loans and other extensions of credit available to 
Borrowers in an aggregate amount up to $15,000,000, as set forth hereinbelow: 
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2.1. Commitment. 

2.1.1. Revolver Loans.  Lender agrees, upon the terms and subject to the conditions set 
forth herein, to make Revolver Loans to Borrowers on any Business Day during the period from the 
Closing Date through the Business Day before the last day of the DIP Term, not to exceed (except as may 
be otherwise authorized in the DIP Financing Orders with respect to the funding of the Carve-Out 
Amount) in aggregate principal amount outstanding at any time the Commitment at such time, which 
Revolver Loans may be repaid and reborrowed in accordance with the provisions of this Agreement; 
provided, however, that Lender shall have no obligation to Borrowers whatsoever to honor any request 
for a Revolver Loan on or after the Commitment Termination Date or if at the time of the proposed 
funding thereof the aggregate principal amount of all of the Revolver Loans then outstanding and Pending 
Revolver Loans exceeds, or would exceed after the funding of such Revolver Loan, the Borrowing Base, 
but Lender may do so in its discretion.  The Revolver Loans shall bear interest as set forth in Section 3.1.  
Each Revolver Loan shall be made and shall consist entirely of Base Rate Loans. 

2.1.2. Out-of-Formula Loans.  If the unpaid balance of Revolver Loans outstanding at 
any time should exceed the Borrowing Base at such time (an "Out-of-Formula Condition"), 
such Revolver Loans shall nevertheless constitute Obligations that are secured by the Collateral and 
entitled to all of the benefits of the DIP Financing Documents.  In the event that Lender is willing in its 
discretion to make Out-of-Formula Loans, such Out-of-Formula Loans shall be payable on demand and 
shall bear interest as provided in Section 3.1.2 or as otherwise agreed among Borrowers and Lender. 

2.1.3. Use of Proceeds.  The proceeds of the Revolver Loans shall be used by 
Borrowers during the pendency of the Chapter 11 Cases exclusively for one or more of the following 
purposes: (i) payment of the Pre-Petition Debt and to Cash-Collateralize any Pre-Petition LCs or other 
contingent Pre-Petition Debt from the proceeds of the initial Revolver Loans, to the extent authorized by 
the Court; (ii) to pay obligations of the type described in the Budget; (iii) to pay Adequate Protection 
Claims and Reclamation Claims, but only to the extent authorized by the Court; (iv) to pay fees required 
to be paid to the office of the U.S. Trustee; (v) to pay Professional Expenses of Professional Persons 
subject to the Budget, Borrowers' receipt of an itemized billing and expense statement from each such 
Professional Person, allowance by the Court, and any limitations contained in the Financing Orders; 
(vi) to pay any of the Obligations; (vii) to pay property taxes with respect to any Collateral to the extent 
nonpayment thereof is procured by a Lien senior to Lender's Liens thereon; (viii) to purchase any 
Property that is to be subject to Lender's Liens as Post-Petition Purchase Money Property for use in the 
Ordinary Course of Business; and (ix) to pay other obligations authorized by the Court.  Notwithstanding 
anything to the contrary contained herein, in no event shall proceeds of Revolver Loans be used to pay 
Professional Expenses incurred in connection with the assertion of or joinder in any claim, counterclaim, 
action, contested matter, objection, defense or other proceeding, the purpose of which is to seek or the 
result of which would be to obtain any order, judgment, declaration, or similar relief (a) seeking damages 
on account of any alleged cause of action against Pre-Petition Agent, any Pre-Petition Lender or Lender 
arising on, before or after the Petition Date; (b) invalidating, setting aside, avoiding or subordinating, in 
whole or in part, any of the Pre-Petition Debt or Obligations or Liens and security interests in any of 
the Collateral granted to Lender under this Agreement or the Financing Orders or to Pre-Petition Agent 
under any of the Pre-Petition Loan Documents; (c) declaring any of the DIP Financing Documents or Pre-
Petition Loan Documents to be invalid, not binding or unenforceable in any respect; (d) preventing, 
enjoining, hindering or otherwise delaying Lender's enforcement of any of the DIP Financing Documents, 
Pre-Petition Agent's enforcement of any of the Pre-Petition Loan Documents, or any realization upon 
any Collateral (unless such enforcement or realization is in direct violation of an explicit provision in any 
of the Financing Orders); (e) declaring any Liens granted or purported to be granted under any of the 
DIP Financing Documents or Pre-Petition Loan Documents to have a priority other than the priority set 
forth therein; (f) objecting to the amount or method of calculation by Pre-Petition Agent of the Pre-
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Petition Debt or any of the Obligations, or any accounting rendered by Lender with respect to any of 
those obligations; or (g) seeking to use the cash proceeds of any of the Collateral without the prior written 
consent of Lender.  Borrowers may use proceeds of Revolver Loans not to exceed $50,000 (or such 
greater amount as may be agreed to by Lender in its sole discretion) in the aggregate to fund an 
investigation by a Committee of the Liens and claims of Pre-Petition Agent and Pre-Petition Lender.  
Nothing in this Section 2.1.3 shall be construed to waive Lender's right to object to any requests, motions 
or applications made in or filed with the Court, including any applications for interim or final allowances 
of Professional Expenses. In no event may any Revolver Loan proceeds be used by any Borrower to 
purchase or to carry, or to reduce, retire or refinance any Debt incurred to purchase or carry, any Margin 
Stock or for any related purpose that violates the provisions of Regulations T, U or X of the Board of 
Governors, or to fund any operations or finance any investments or activities in, or to make payments to, 
a Blocked Person. 

2.1.4. Revolver Note.  The Revolver Loans made by Lender and interest accruing 
thereon shall be evidenced by the records of Lender and by the Revolver Note payable to Lender, which 
shall be executed by Borrowers, completed in conformity with this Agreement and delivered to Lender.  
All outstanding principal amounts and accrued interest under the Revolver Notes shall be due and payable 
as set forth in Section 5.2. 

2.1.5. Voluntary Reductions of Commitment.  Borrowers shall have the right to 
permanently reduce the amount of the Commitment at any time and from time to time upon written notice 
to Lender of such reduction, which notice shall specify the amount of such reduction, shall be irrevocable 
once given, shall be given at least 5 Business Days prior to the requested reduction.  If on the effective 
date of any such reduction in the Commitment and after giving effect thereto an Out-of-Formula 
Condition exists, then the provisions of Section 5.2.1(ii) shall apply, except that such repayment shall be 
due immediately upon such effective date without further notice to or demand upon Borrowers.  If the 
Commitment is reduced to zero, then such reduction shall be deemed a termination of the Commitment by 
Borrowers pursuant to Section 6.2.2.  The Commitment, once reduced, may not be reinstated without the 
written consent of Lender. 

2.1.6 364(c)(1) and 503(b) Priority.  All Revolver Loans and other credit 
accommodations made by Lender to any Borrower shall constitute and be deemed a cost and expense of 
administration in the Chapter 11 Cases and shall be entitled to administrative status under Section 503(b) 
of the Bankruptcy Code and priority under Section 364(c)(1) of the Bankruptcy Code ahead of all other 
costs and expenses of administration incurred in the Chapter 11 Cases or in any superseding Chapter 7 
case. 

2.2. Reserved. 

2.3. LC Facility. 

2.3.1. Issuance of Letters of Credit.  Subject to all of the terms and conditions hereof, 
Lender agrees to establish the LC Facility pursuant to which, during the period from the date hereof to the 
last day of the DIP Term, Lender shall issue one or more Letters of Credit from time to time, subject to 
the following terms and conditions: 

(i) Each Borrower acknowledges that Lender's willingness to issue any 
Letter of Credit is conditioned upon Lender's receipt of (A) an LC Application with respect to the 
requested Letter of Credit and (B) such other instruments and agreements as Lender may 
customarily require for the issuance of a letter of credit of equivalent type and amount as the 
requested Letter of Credit.  Lender shall have no obligation to issue any Letter of Credit unless 
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(x) Lender receives an LC Request and LC Application at least 3 Business Days prior to the date 
of issuance of a Letter of Credit, and (y) each of the LC Conditions is satisfied on the date of 
Lender's receipt of the LC Request and at the time of the requested issuance of a Letter of Credit.   

(ii) Letters of Credit may be requested by a Borrower only if they are to be 
used (a) to support obligations of an Obligor incurred in the Ordinary Course of Business of such 
Obligor, on a standby basis, or (b) for such other purposes as Lender may approve from time to 
time in writing. 

(iii) Borrowers shall comply with all of the terms and conditions imposed on 
Borrowers by Lender that are contained in any LC Application or in any other agreement  
customarily or reasonably required by Lender in connection with the issuance of any Letter of 
Credit.  If Lender shall honor any request for payment under a Letter of Credit, Borrowers shall 
be jointly and severally obligated to pay to Lender, in Dollars on the same day as the date on 
which payment was made by Lender (the "Reimbursement Date"), an amount equal to the amount 
paid by Lender under such Letter of Credit (or, if payment thereunder was made by Lender in a 
currency other than Dollars, an amount equal to the Dollar equivalent of such currency, as 
determined by Lender, as of the time of Lender's payment under such Letter of Credit, in each 
case), together with interest from and after the Reimbursement Date until Full Payment is made 
by Borrowers at the Default Rate for Revolver Loans constituting Base Rate Loans.  Until Lender 
has received payment from Borrowers in accordance with the foregoing provisions of this 
clause (iii), Lender, in addition to all of its other rights and remedies under this Agreement and 
any LC Application, shall be fully subrogated to the rights and remedies of each beneficiary 
under such Letter of Credit whose claims against Borrowers have been discharged with the 
proceeds of such Letter of Credit.  Whether or not a Borrower submits any Notice of Borrowing 
to Lender, Borrowers shall be deemed to have requested from Lender a Borrowing of Base Rate 
Loans in an amount necessary to pay to Lender all amounts due Lender on any Reimbursement 
Date and Lender agrees to fund such Borrowing whether or not any Default or Event of Default 
has occurred or exists, the Commitment has been terminated, the funding of the Borrowing would 
result in (or increase the amount of) any Out-of-Formula Condition, or any of the conditions set 
forth in Section 11 are not satisfied. 

(iv) Borrowers assume all risks of the acts, omissions or misuses of any 
Letter of Credit by the beneficiary thereof.  The obligation of Borrowers to reimburse Lender for 
any payment made by Lender under a Letter of Credit shall be absolute, unconditional, 
irrevocable and joint and several and shall be paid without regard to any lack of validity or 
enforceability of any Letter of Credit or the existence of any claim, setoff, defense or other right 
which Borrowers may have at any time against a beneficiary of any Letter of Credit.  The rights, 
remedies, powers and privileges of Lender under this Agreement with respect to Letters of Credit 
shall be in addition to, and cumulative with, all rights, remedies, powers and privileges of Lender 
under any of the LC Documents.  Nothing herein shall be deemed to release Lender from any 
liability or obligation that it may have in respect to any Letter of Credit arising out of and directly 
resulting from its own gross negligence or willful misconduct. 

(v) No Letter of Credit shall be extended or amended in any respect that is 
not solely ministerial, unless all of the LC Conditions are met as though a new Letter of Credit 
were being requested and issued. 

(vi) Unless otherwise provided in any of the LC Documents, each LC 
Application and each standby Letter of Credit shall be subject to the Uniform Customs and 
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Practice for Documentary Credits (1993 Revision), International Chamber of Commerce No. 500, 
and any amendments or revisions thereto.  

(vii) Subject to approval of the Court, each Pre-Petition LC, and all Cash 
Collateral deposited in respect thereof, shall be deemed to be and shall be treated as Letters of 
Credit issued and Cash Collateral deposited pursuant to the terms of the DIP Financing 
Documents.   

2.3.2. Reserved. 

2.3.3. Cash Collateral Account.  If any LC Obligations, whether or not then due or 
payable, shall for any reason be outstanding (i) at any time that an Event of Default exists, (ii) on any date 
that Availability is less than zero, or (iii) on or at any time after the Commitment Termination Date, then 
Borrowers shall, on Lender's request, forthwith pay to Lender the amount of any LC Obligations that are 
then due and payable and shall, upon the occurrence of any of the events described in clauses (i) and (iii) 
hereinabove, Cash Collateralize all outstanding Letters of Credit and Pre-Petition LCs or deliver to 
Lender a Supporting LC in a face amount equal to 104% of the aggregate Undrawn Amounts of such Pre-
Petition LCs and Letters of Credit.  If notwithstanding the occurrence of one or more of the events 
described in clauses (i) and (iii) in the immediately preceding sentence Borrowers fail to Cash 
Collateralize, or provide a Supporting LC as provided hereinabove with respect to, any outstanding 
Letters of Credit and Pre-Petition LCs on the first Business Day following Lender's demand therefor, 
Lender may advance such amount as Revolver Loans (whether or not the Commitment Termination Date 
has occurred or an Out-of-Formula Condition is created thereby).  Such cash (together with any interest 
accrued thereon) shall be held by Lender in the Cash Collateral Account and may be invested, in Lender's 
discretion, in Cash Equivalents.  Each Borrower hereby pledges to Lender and grants to Lender a security 
interest in all Cash Collateral held in the Cash Collateral Account from time to time and all proceeds 
thereof, as security for the payment of all Obligations (including LC Obligations), whether or not then due 
or payable.  From time to time after cash is deposited in the Cash Collateral Account, Lender may apply 
Cash Collateral then held in the Cash Collateral Account to the payment of any amounts, in such order as 
Lender may elect, as shall be or shall become due and payable by Borrowers to Lender with respect to the 
LC Obligations.  Neither Borrowers nor any other Person claiming by, through or under or on behalf of 
Borrowers shall have any right to withdraw any of the Cash Collateral held in the Cash Collateral 
Account, including any accrued interest, provided that upon termination or expiration of all Letters of 
Credit and Pre-Petition LCs and the payment and satisfaction of all of the LC Obligations, any Cash 
Collateral remaining in the Cash Collateral Account (plus accrued interest thereon, if any) shall be 
returned to Borrowers unless an Event of Default then exists (in which event Lender may apply such 
Cash Collateral as provided in the Financing Orders). 

2.3.4. Indemnifications.  In addition to and without limiting any other indemnity which 
Borrowers may have to any Lender Indemnitees under any of the DIP Financing Documents, each 
Borrower hereby agrees to indemnify and defend each of the Lender Indemnitees and to hold each of the 
Lender Indemnitees harmless from and against any and all Claims which any Lender Indemnitee may 
suffer, incur or be subject to as a consequence, directly or indirectly, of (a) the issuance of, payment or 
failure to pay or any performance or failure to perform under any Letter of Credit, (b) any suit, 
investigation or proceeding as to which Lender is or may become a party to as a consequence, directly or 
indirectly, of the issuance of any Letter of Credit or the payment or failure to pay thereunder or (c) Lender 
following any instructions of a Borrower with respect to any Letter of Credit or any Document received 
by Lender with reference to any Letter of Credit.  The foregoing indemnity obligations of Borrowers are 
subject to the provisions of Section 15.3 hereof. 
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2.4. Bank Products.  Borrowers may request Lender to provide, or to arrange for one or more 
of its Affiliates to provide, Bank Products, but Lender shall have no obligation whatsoever to provide, or 
to arrange for the provision of, any Bank Products.  If Bank Products are provided by an Affiliate of 
Lender under any of the DIP Financing Documents, Borrowers agree to indemnify and hold Lender 
harmless from and against any and all Claims at any time incurred by Lender that arise from any 
indemnity given to such Affiliates that relate to such Bank Products.  Borrowers acknowledge that 
obtaining Bank Products from Lender or Lender's Affiliates hereunder is in the discretion of Lender or 
Lender's Affiliates and is subject to all rules and regulations of Lender or Lender's Affiliates that are 
applicable to such Bank Products. 

SECTION 3. INTEREST, FEES AND CHARGES 

3.1. Interest. 

3.1.1. Rates of Interest.  Borrowers agree to pay interest in respect of all unpaid 
principal amounts of the Revolver Loans from the respective dates such principal amounts are advanced 
until paid (whether at stated maturity, on acceleration or otherwise) at a variable rate per annum equal to, 
for Revolver Loans made or outstanding as Base Rate Loans, the Applicable Margin plus the Base Rate in 
effect from time to time; provided that, in the event that Borrowers fail to satisfy either Plan Benchmark 
#3 or Sale Benchmark #3, as applicable, Borrowers shall pay interest on all outstanding Obligations in an 
amount equal to the Base Rate plus 5.00% per annum, applied retroactively to the date of this Agreement, 
by paying to Lender, on demand after such failure, an amount equal to the difference between the 
amount of interest that would have accrued using the 5.00% margin and the amount actually paid.  The 
applicable rate of interest for all Loans (or portions thereof) bearing interest based upon the Base Rate 
shall be increased or decreased, as the case may be, by an amount equal to any increase or decrease in the 
Base Rate, with such adjustments to be effective as of the opening of business on the day that any such 
change in the Base Rate becomes effective.    

3.1.2. Default Rate of Interest.  Borrowers shall pay interest at a rate per annum equal 
to the Default Rate (i) with respect to any portion of the principal amount of the Obligations (and, to the 
extent permitted by Applicable Law, all past due interest) that is not paid on the due date thereof (whether 
due at stated maturity, on demand, upon acceleration or otherwise) until Full Payment thereof; (ii) with 
respect to the principal amount of all of the Obligations (and, to the extent permitted by Applicable Law, 
all past due interest) upon Borrower Agent's receipt of notice from Lender of Lender's election to charge 
the Default Rate based upon the existence of any Event of Default, whether or not acceleration or demand 
for payment of the Obligations has been made; and (iii) with respect to the principal amount of any 
Out-of-Formula Loans (unless otherwise agreed in writing by Lender), whether or not demand for 
payment thereof has been made by Lender.  To the fullest extent permitted by Applicable Law, the 
Default Rate shall apply and accrue on any judgment entered with respect to any of the Obligations.  Each 
Borrower acknowledges that the cost and expense to Lender attendant upon the occurrence of an Event of 
Default are difficult to ascertain or estimate and that the Default Rate is a fair and reasonable estimate to 
compensate Lender for such added cost and expense.  Interest accrued at the Default Rate shall be due 
and payable on demand. 

3.2. Fees.  In consideration of Lender's establishment of the Commitment in favor of 
Borrowers, Borrowers jointly and severally agree to pay the following fees: 

3.2.1. Closing Fee.  Borrowers shall be jointly and severally obligated to pay to Lender 
a closing fee in the amount of $300,000, which fee shall be paid on the Closing Date. 



 

- 39 - 
 

3.2.2. Unused Line Fee.  Borrowers shall be jointly and severally obligated to pay to 
Lender, monthly in arrears on the first day of each month, an unused line fee (the "Unused Line Fee") 
equal to the Unused Line Fee Percentage then in effect, in each case divided by 360 days and multiplied 
by the number of days in the immediately preceding month and then multiplied by the amount by which 
the Average Revolver Loan Balance for such immediately preceding  month (or portion of such month 
that the Commitment is in effect) is less than the aggregate amount of the Commitment; but if the 
Commitment is terminated on a day other than the last day of a month, then any such Unused Line Fee 
payable for such month in which termination shall occur shall be paid on the effective date of such 
termination.  The Unused Line Fee shall be deemed fully earned and non-refundable when due and 
payable. 

3.2.3. LC Facility Fees.  Borrowers shall be jointly and severally obligated to pay:  
(a)(i) to Lender, for all Letters of Credit, 4.00% on a per annum basis based on the average amount 
available to be drawn under Letters of Credit outstanding and all Letters of Credit that are paid or expire 
during the period of measurement, payable monthly, in arrears, on the first Business Day of the following 
month; (ii) to Lender for its own account a Letter of Credit fronting fee of 0.125% per annum based upon 
the face amount of each Letter of Credit issued during the period of measurement, payable monthly, in 
arrears, on the first Business Day of the following month; and (iii) to Lender for its own account all 
customary charges associated with the issuance, amending, negotiating, payment, processing and 
administration of all Letters of Credit.  All Letter of Credit fees that are expressed as a percentage shall be 
increased to a percentage that is 2% greater than the percentage that would otherwise be applicable to 
Revolver Loans when the Default Rate is in effect. 

3.2.4. Audit and Appraisal Fees and Expenses.  Borrowers shall be jointly and severally 
obligated to reimburse Lender for all reasonable out-of-pocket costs and expenses incurred by Lender in 
connection with examinations and reviews of any Obligor's books and records up to 2 times per Loan 
Year unless an Event of Default exists (in which event, there shall be no limit on the number of 
examinations and reviews for which Borrowers shall be obligated to reimburse Lender) and, in each case, 
shall pay to Lender the standard amount charged by Lender per day ($1,000 per day as of the Petition 
Date) for each day that an employee or agent of Lender shall be engaged in an examination or review of 
any Obligor's books and records.  The foregoing shall not be construed to limit Lender's right to conduct 
audits as provided in Section 10.1.1. 

3.2.5. Reserved.   

3.2.6. General Provisions.  All fees shall be fully earned by the identified recipient 
thereof pursuant to the foregoing provisions of this Agreement on the due date thereof (and, in the case of 
Letters of Credit, upon each issuance, renewal or extension of such Letter of Credit) and, except as 
otherwise set forth herein or required by Applicable Law, shall not be subject to rebate, refund or 
proration.  All fees provided for in Section 3.2 are and shall be deemed to be compensation for services 
and are not, and shall not be deemed to be, interest or any other charge for the use, forbearance or 
detention of money. 

3.3. Computation of Interest and Fees.  All fees and other charges provided for in this 
Agreement that are calculated as a per annum percentage of any amount and all interest shall be 
calculated daily and shall be computed on the actual number of days elapsed over a year of 360 days.  
For purposes of computing interest and other charges hereunder, each Payment Item and other form of 
payment received by Lender (with the date of such receipt to be governed by Section 5.5) shall be 
deemed applied by Lender on account of the Obligations (subject to final payment of such items) on the 
Business Day on which Lender receives collected funds in the Payment Account, and Lender shall be 
deemed to have received such Payment Item on the date specified in Section 5.5.  Each determination by 
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Lender of interest and fees hereunder shall be presumptive evidence of the correctness of such interest 
and fees. 

3.4. Reimbursement Obligations.   

3.4.1. Borrowers shall reimburse Lender for any Extraordinary Expenses incurred by  
Lender, on the sooner to occur of Lender's demand therefor or Lender's receipt of any proceeds of 
Collateral in connection with any Enforcement Action.  Borrowers shall also reimburse Lender for all 
reasonable out-of-pocket legal, accounting, appraisal, consulting and other fees and expenses suffered or 
incurred by Lender in connection with: (i) the negotiation and preparation (and internal legal review) of 
any of the DIP Financing Documents, any amendment or modification thereto; (ii) the administration of 
the DIP Financing Documents and the transactions contemplated thereby; (iii) action taken to perfect or 
maintain the perfection or priority of any of Lender's Liens with respect to any of the Collateral; (iv) any 
inspection of or audits conducted by Lender with respect to any Obligor's books and records in 
accordance with Section 3.2.4; (v) any effort by Lender to verify or appraise any of the Collateral; and 
(vi) the monitoring of, or participation in, the Chapter 11 Cases.  All amounts chargeable to or 
reimbursable by Borrowers under this Section 3.4 shall constitute Obligations that are secured by all of 
the Collateral and shall be payable on demand to Lender.  Borrowers shall also reimburse Lender for  
reasonable out-of-pocket expenses incurred by Lender in its administration of any of the Collateral to the 
extent and in the manner provided in Section 8 or in any of the other DIP Financing Documents.  The 
foregoing shall be in addition to, and shall not be construed to limit, any other provision of any of the DIP 
Financing Documents regarding the indemnification or reimbursement by Borrowers of Claims suffered 
or incurred by  Lender. 

3.4.2. If at any time Lender shall agree to indemnify any Person against losses or 
damages that such Person may suffer or incur in its dealings or transactions with Borrowers, or shall 
guarantee or otherwise assure payment of any liability or obligation of Borrowers to such Person, or 
otherwise shall provide assurances of Borrowers' payment or performance under any agreement with such 
Person, including indemnities, guaranties or other assurances of payment or performance given by Lender 
with respect to Banking Relationship Debt, then the Contingent Obligation of Lender providing any such 
indemnity, guaranty or other assurance of payment or performance, together with any payment made or 
liability incurred by Lender in connection therewith, shall constitute Obligations that are secured by the 
Collateral and Borrowers shall repay, on demand, any amount so paid or any liability incurred by Lender 
in connection with any such indemnity, guaranty, or assurance.  Nothing herein shall be construed to 
impose upon Lender any obligation to provide any such indemnity, guaranty or assurance.  The foregoing 
agreement of Borrowers shall apply whether or not such indemnity, guaranty or assurance is in writing or 
oral, provided that Lender provides Borrower's with notice of the existence thereof, shall survive 
termination of the Commitment and Full Payment of the Obligations and any other provisions of the DIP 
Financing Documents regarding reimbursement or indemnification by Borrowers of Claims suffered or 
incurred by Lender. 

3.5. Bank Charges.  Borrowers shall pay to Lender, on demand, any and all fees, costs or 
expenses which Lender pays to a bank or other similar institution arising out of or in connection with 
(i) the forwarding to a Borrower or any other Person on behalf of Borrower by Lender of proceeds of 
Loans made by Lender to a Borrower pursuant to this Agreement and (ii) the depositing for collection by 
Lender of any Payment Item received or delivered to Lender on account of the Obligations.  Each 
Borrower acknowledges and agrees that Lender may charge such costs, fees and expenses to Borrowers 
based upon Lender's good faith estimate of such costs, fees and expenses as they are incurred by Lender. 

3.6. Capital Adequacy.  If Lender determines that (i) the introduction after the date hereof of 
any Capital Adequacy Regulation, (ii) any change after the date hereof in any Capital Adequacy 
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Regulation, (iii) any change in the interpretation or administration of any Capital Adequacy Regulation by 
any central bank or other Governmental Authority charged with the interpretation or administration 
thereof, or (iv) compliance after the date hereof by Lender or any corporation or other entity controlling 
Lender with any Capital Adequacy Regulation, affects the amount of capital required or expected to be 
maintained by Lender or any Person controlling Lender and (taking into consideration Lender's or such 
corporation's or other entity's policies with respect to capital adequacy and Lender's desired return on 
capital) determines that the amount of such capital is increased as a consequence of its Commitment, 
loans, credits or obligations under this Agreement, then:  (a) Lender shall promptly give notice thereof to 
Borrowers; and (b) Borrowers shall pay to Lender, as an additional fee from time to time, on demand, 
such amount as Lender certifies to be the amount reasonably calculated to compensate Lender for such 
reduction.  A certificate of Lender claiming entitlement to compensation as set forth above will be 
conclusive in the absence of manifest error.  Such certificate will set forth the nature of the occurrence 
giving rise to such compensation, the additional amount or amounts to be paid to Lender (including the 
basis for Lender's determination of such amount), and the method by which such amounts were 
determined.  In determining such amount, Lender may use any reasonable averaging and attribution 
method.  For purposes of this Section 3.6 all references to Lender shall be deemed to include any bank 
holding company or bank parent of Lender. 

3.7. Mitigation.  Lender agrees that, with reasonable promptness after Lender becomes aware 
that Lender is entitled to receive payments under Section 3.6, or is or has become subject to U.S. 
withholding taxes payable by any Borrower in respect of its Loans, it will, to the extent not inconsistent 
with any internal policy of Lender or any applicable legal or regulatory restriction, (i) use all reasonable 
efforts to make, fund or maintain the Commitment of Lender or the Loans of Lender through another 
lending office of Lender or (ii) take such other reasonable measures, if, as a result thereof, the 
circumstances which would relieve Borrowers from their obligations to pay such additional amounts (or 
reduce the amount of such payments), or such withholding taxes would be reduced, and if the making, 
funding or maintaining of such Commitment or Loans through such other lending office or in accordance 
with such other measures, as the case may be, would not otherwise adversely affect such Commitment or 
Loans or the interests of Lender. 

3.8. Maximum Interest.  Regardless of any provision contained in any of the DIP Financing 
Documents, in no contingency or event whatsoever shall the aggregate of all amounts that are contracted 
for, charged or received by Lender pursuant to the terms of this Agreement or any of the other DIP 
Financing Documents and that are deemed interest under Applicable Law exceed the highest rate 
permissible under any Applicable Law.  No agreements, conditions, provisions or stipulations contained 
in this Agreement or any of the other DIP Financing Documents or the exercise by Lender of the right to 
accelerate the payment or the maturity of all or any portion of the Obligations, or the exercise of 
any option whatsoever contained in any of the DIP Financing Documents, or the prepayment by 
Borrowers of any of the Obligations, or the occurrence of any contingency whatsoever, shall entitle 
Lender to charge or receive in any event, interest or any charges, amounts, premiums or fees deemed 
interest by Applicable Law (such interest, charges, amounts, premiums and fees referred to herein 
collectively as "Interest") in excess of the Maximum Rate, and in no event shall Borrowers be obligated to 
pay Interest exceeding such Maximum Rate, and all agreements, conditions or stipulations, if any, 
which may in any event or contingency whatsoever operate to bind, obligate or compel Borrowers to pay 
Interest exceeding the Maximum Rate shall be without binding force or effect, at law or in equity, to the 
extent only of the excess of Interest over such Maximum Rate.  If any Interest is charged or received with 
respect to the Obligations in excess of the Maximum Rate ("Excess"), Borrowers stipulate that any such 
charge or receipt shall be the result of an accident and bona fide error, and such Excess, to the extent 
received, shall be applied first to reduce the principal of such Obligations and the balance, if any, returned 
to Borrowers, it being the intent of the parties hereto not to enter into a usurious or otherwise illegal 
relationship.  Each Borrower recognizes that, with fluctuations in the rates of interest set forth in 
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Section 3.1.1, and the Maximum Rate, such an unintentional result could inadvertently occur.  All monies 
paid to Lender hereunder or under any of the other DIP Financing Documents, whether at maturity or by 
prepayment, shall be subject to any rebate of unearned Interest as and to the extent required by Applicable 
Law.  By the execution of this Agreement, each Borrower covenants that (i) the credit or return of any 
Excess shall constitute the acceptance by such Borrower of such Excess, and (ii) such Borrower shall not 
seek or pursue any other remedy, legal or equitable, against Lender, based in whole or in part upon 
contracting for, charging or receiving any Interest in excess of the Maximum Rate.  For the purpose of 
determining whether or not any Excess has been contracted for, charged or received by Lender, all 
Interest at any time contracted for, charged or received from Borrowers in connection with any of the DIP 
Financing Documents shall, to the extent permitted by Applicable Law, be amortized, prorated, allocated 
and spread in equal parts throughout the full term of the Obligations.  Borrowers and Lender shall, to the 
maximum extent permitted under Applicable Law, (i) characterize any non-principal payment as an 
expense, fee or premium rather than as Interest and (ii) exclude voluntary prepayments and the effects 
thereof.  The provisions of this Section 3.8 shall be deemed to be incorporated into every DIP Financing 
Document (whether or not any provision of this Section is referred to therein).  All such DIP Financing 
Documents and communications relating to any Interest owed by Borrowers and all figures set forth 
therein shall, for the sole purpose of computing the extent of Obligations, be automatically recomputed by 
Borrowers, and by any court considering the same, to give effect to the adjustments or credits required by 
this Section 3.8. 

SECTION 4. LOAN ADMINISTRATION 

4.1. Manner of Borrowing and Funding Revolver Loans.  Borrowings under the 
Commitment established pursuant to Section 2.1 shall be made and funded as follows: 

4.1.1. Notice of Borrowing. 

(i) Whenever Borrowers desire to make a Borrowing under Section 2.1, 
Borrowers shall give Lender prior written notice (or telephonic notice promptly confirmed in 
writing) of such Borrowing request (a "Notice of Borrowing"), which shall be in the form of 
Exhibit C annexed hereto and signed by an authorized officer of Borrower Agent.  
Such Notice of Borrowing shall be given by Borrower Agent no later than 2:00 p.m. at the office 
designated by Lender from time to time on the Business Day of the requested funding date of 
such Borrowing, in the case of Base Rate Loans.  Notices received after 2:00 p.m. shall be 
deemed received on the next Business Day.  Any Revolver Loans made by Lender on the Closing 
Date shall be made as Base Rate Loans.  Each Notice of Borrowing (or telephonic notice thereof) 
shall be irrevocable and shall specify (a) the principal amount of the Borrowing, (b) the date of 
Borrowing (which shall be a Business Day), and (c) the account of Borrowers to which the 
proceeds of such Borrowing are to be disbursed. 

(ii) Unless payment is otherwise timely made by Borrowers, the becoming 
due of any amount required to be paid with respect to any of the Obligations (whether as 
principal, accrued interest, fees or other charges, including Extraordinary Expenses and LC 
Obligations, and any amounts owed to Lender or any Affiliate of Lender for Banking 
Relationship Debt) shall be deemed irrevocably to be a request (without any requirement for the 
submission of a Notice of Borrowing) for Revolver Loans on the due date of, and in an aggregate 
amount required to pay, such Obligations, and the proceeds of such Revolver Loans may be 
disbursed by way of direct payment of the relevant Obligation and shall bear interest as Base Rate 
Loans.   
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(iii) If Borrowers elect to establish a Controlled Disbursement Account with 
Lender or any Affiliate of Lender, then the presentation for payment by Lender of any check or 
other item of payment drawn on the Controlled Disbursement Account at a time when there are 
insufficient funds in such account to cover such check shall be deemed irrevocably to be a request 
(without any requirement for the submission of a Notice of Borrowing) for Revolver Loans on 
the date of such presentation and in an amount equal to the aggregate amount of the items 
presented for payment, and the proceeds of such Revolver Loans may be disbursed to the 
Controlled Disbursement Account and shall bear interest as Base Rate Loans.   

(iv) Lender shall not have any obligation to honor any deemed request for a 
Revolver Loan on or after the Commitment Termination Date (except as otherwise expressly 
provided in the Financing  Orders) or when an Out-of-Formula Condition exists or would result 
therefrom or when any condition precedent in Section 11 is not satisfied, but may do so in the 
discretion of Lender, including by funding a Revolver Loan as contemplated by the DIP 
Financing Orders to fund any part of the Carve-Out Amount, and without regard to the existence 
of, and without being deemed to have waived, any Default or Event of Default and regardless of 
whether such Revolver Loan is funded after the Commitment Termination Date.   

4.1.2. Disbursement Authorization.  Each Borrower hereby irrevocably authorizes 
Lender to disburse the proceeds of each Revolver Loan requested by any Borrower, or deemed to be 
requested pursuant to Section 4.1.1, as follows:  (i) the proceeds of each Revolver Loan requested under 
Section 4.1.1(i) shall be disbursed by Lender in accordance with the terms of the written disbursement 
letter from Borrowers in the case of the initial Borrowing, and, in the case of each subsequent Borrowing, 
by transfer to such bank account of Borrowers as may be directed by Borrowers from time to time or 
elsewhere if pursuant to a written direction from any Borrower; and (ii) the proceeds of each Revolver 
Loan requested under Section 4.1.1(ii) shall be disbursed by Lender by way of direct payment of the 
relevant interest or other Obligation.  Any Loan proceeds received by any Borrower or in payment of any 
of the Obligations shall be deemed to have been received by all Borrowers. 

4.1.3. Telephonic Notices.  Each Borrower authorizes Lender to extend Loans and 
transfer funds to or on behalf of Borrowers based on telephonic notices or instructions from any 
individual whom Lender in good faith believes to be acting on behalf of any Borrower.  If requested by 
Lender, Borrowers shall confirm each such telephonic request for a Borrowing of Loans by prompt 
delivery to Lender of the required Notice of Borrowing, duly executed by an authorized officer of 
Borrower Agent.  If the written confirmation differs in any material respect from the action taken by 
Lender, the records of Lender shall govern.  Lender shall not have any liability for any loss suffered by 
any Borrower as a result of Lender’s acting upon its understanding of telephonic instructions or requests 
from a person believed in good faith by Lender to be a person authorized by a Borrower to give such 
instructions or to make such requests on Borrowers' behalf.     

4.2. Borrower Agent.  Each Borrower hereby irrevocably appoints IHC, and IHC agrees to 
act under this Agreement, as the agent and representative of itself and each other Borrower for all 
purposes under this Agreement (in such capacity, "Borrower Agent"), including requesting Borrowings 
and receiving account statements and other notices and communications to Borrowers (or any of them) 
from Lender.  Lender may rely, and shall be fully protected in relying, on any Notice of Borrowing, 
disbursement instructions, reports, information, Borrowing Base Certificate or any other notice or 
communication made or given by Borrower Agent, whether in its own name, on behalf of any Borrower 
or on behalf of "the Borrowers," and Lender shall have no obligation to make any inquiry or request 
any confirmation from or on behalf of any other Borrower as to the binding effect on such Borrower of 
any such Notice of Borrowing, instruction, report, information, Borrowing Base Certificate or other 
notice or communication, nor shall the joint and several character of Borrowers' liability for the 
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Obligations be affected, provided that the provisions of this Section 4.2 shall not be construed so as to 
preclude any Borrower from directly requesting Borrowings or taking other actions permitted to be taken 
by "a Borrower" hereunder.  Lender may maintain a single Loan Account in the name of "InSight Health 
Corp." hereunder, and each Borrower expressly agrees to such arrangement and confirms that 
such arrangement shall have no effect on the joint and several character of such Borrower's liability for 
the Obligations.   Subject to the terms of this Agreement, Lender shall make the proceeds of the Revolver 
Loans available to Borrowers by disbursing such proceeds in accordance with Borrower Agent's 
disbursement instructions set forth in the applicable Notice of Borrowing.  Lender shall not have any 
liability on account of any delay by any bank or other depository institution in treating the proceeds of 
any Revolver Loan as collected funds or any delay in receipt, or any loss, of funds that constitute a 
Revolver Loan, the wire transfer of which was initiated by Lender in accordance with wiring instructions 
provided to Lender. 

4.3. All Loans to Constitute One Obligation.  The Loans and LC Obligations shall 
constitute one general obligation of Borrowers and (unless otherwise expressly provided in any Security 
Document) shall be secured by Lender's Lien upon all of the Collateral; provided, however, that Lender 
shall be deemed to be a creditor of each Borrower and the holder of a separate claim against 
each Borrower to the extent of any Obligations jointly and severally owed by Borrowers to Lender. 

SECTION 5. PAYMENTS 

5.1. General Payment Provisions.  All payments (including all prepayments) of principal of 
and interest on the Loans, LC Obligations and other Obligations that are payable to Lender shall be made 
to Lender in Dollars without any offset or counterclaim and free and clear of (and without deduction for) 
any present or future Taxes other than Excluded Taxes, as required by Applicable Law, and, with respect 
to payments made other than by application of balances in the Payment Account, in immediately available 
funds not later than 2:00 p.m. on the due date (and payment made after such time on the due date to be 
deemed to have been made on the next succeeding Business Day). Borrowers shall, at the time Borrowers 
make any payment under this Agreement, specify to Lender the Obligations to which such payment is to 
be applied and, if Borrowers fail so to specify or if the application specified by Borrowers would be 
inconsistent with the terms of this Agreement or if an Event of Default exists, Lender shall apply such 
payment to the Obligations in such manner as Lender, subject to the provisions of this Agreement and the 
Financing Orders, may determine to be appropriate. 

5.2. Repayment of Revolver Loans. 

5.2.1. Payment of Principal.  The outstanding principal amounts with respect to 
the Revolver Loans shall be repaid as follows: 

(i) Any Revolver Loans shall be paid by Borrowers to Lender, (a) upon each 
receipt by Lender of any proceeds of Accounts (other than that portion thereof payable to 
physicians pursuant to PSAs), in each case to the extent of such proceeds, and (b) on the 
Commitment Termination Date. 

(ii) Notwithstanding anything to the contrary contained elsewhere in 
this Agreement, if an Out-of-Formula Condition shall exist, Borrowers shall on demand repay 
the outstanding Revolver Loans in an amount sufficient to reduce the aggregate unpaid principal 
amount of all Revolver Loans by an amount equal to such excess; and, if such payment of Base 
Rate Loans is not sufficient to eliminate the Out-of-Formula Condition, then Borrowers shall 
immediately deposit with Lender for application to any outstanding Revolver Loans as the same 
become due and payable cash in an amount sufficient to eliminate such Out-of-Formula 
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Condition, and Lender may (a) hold such deposit as cash security pending disbursement of same 
for application to the Obligations, or (b) if an Event of Default exists, immediately apply such 
proceeds to the payment of the Obligations. 

5.2.2. Payment of Interest.  Interest accrued on the Revolver Loans shall be due and 
payable on the first day of each month (for the immediately preceding month), computed through the last 
day of the preceding month, with respect to any Revolver Loan that is a Base Rate Loan.  
Accrued interest shall also be paid by Borrowers on the Commitment Termination Date.   

5.3. Payment of Other Obligations.  The balance of the Obligations requiring the payment 
of money, including LC Obligations and Extraordinary Expenses incurred by Lender, shall be repaid by 
Borrowers to Lender as provided in the DIP Financing Documents, or, if no date of payment is otherwise 
specified in the DIP Financing Documents, on demand. 

5.4. Marshaling; Payments Set Aside.  Lender shall not be under any obligation to marshal 
any assets in favor of Borrowers or any other Obligor or against or in payment of any or all of 
the Obligations.  To the extent that Borrowers make a payment to Lender or Lender receives payment 
from the proceeds of any Collateral or exercises its right of setoff, and such payment or the proceeds of 
such Collateral or setoff (or any part thereof) are subsequently invalidated, declared to be fraudulent or 
preferential, set aside or required to be repaid to a trustee, receiver or any other Person, then to the extent 
of any loss by Lender, the Obligations or part thereof originally intended to be satisfied, and all Liens, 
rights and remedies therefor, shall be revived and continued in full force and effect as if such payment or 
proceeds had not been made or received and any such enforcement or setoff had not occurred.  The 
provisions of the immediately preceding sentence of this Section 5.4 shall survive any termination of the 
Commitment and Full Payment of the Obligations. 

5.5. Application of Payments and Collateral Proceeds.  All Payment Items received by 
Lender by 2:00 p.m., on any Business Day shall be deemed received on that Business Day.  All Payment 
Items received by Lender after 2:00 p.m., on any Business Day shall be deemed received on the following 
Business Day.  Each Borrower irrevocably waives the right to direct the application of any and all 
payments and Collateral proceeds at any time or times hereafter received by Lender from or on behalf of 
Borrowers, and each Borrower does hereby irrevocably agree that Lender shall have 
the continuing exclusive right to apply and reapply any and all such payments and Collateral proceeds 
received at any time or times hereafter by Lender or its agent against the Pre-Petition Debt or the 
Obligations, in such manner as Lender may deem advisable, notwithstanding any entry by Lender  upon 
any of its books and records, subject to the terms of the Financing Orders and any other Order of the 
Court. 

5.6. Loan Accounts; Account Stated. 

5.6.1. Loan Accounts.  Lender shall maintain in accordance with its usual and 
customary practices an account or accounts (a "Loan Account") evidencing the Debt of Borrowers to 
Lender resulting from each Loan owing to Lender from time to time, including the amount of principal 
and interest payable to Lender from time to time hereunder and under each Note payable to Lender.  Any 
failure of Lender to record in the Loan Account, or any error in doing so, shall not limit or otherwise 
affect the obligation of Borrowers hereunder (or under any Note) to pay any amount owing hereunder to 
Lender. 

5.6.2. Reserved.   
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5.6.3. Entries Binding.  The entries made in each Loan Account shall constitute 
rebuttably presumptive evidence of the information contained therein; provided, however, that if a copy 
of information contained in any Loan Account is provided to any Person, or any Person inspects any Loan 
Account, at any time or from time to time, then the information contained in such Loan Account shall be 
conclusive and binding on such Person for all purposes absent manifest error, unless such Person notifies 
Lender in writing within 30 days after such Person's receipt of such copy or such Person's inspection of 
such Loan Account of its intention to dispute the information contained therein. 

5.7. Taxes.   

5.7.1. Gross Up.  If Borrowers shall be required by Applicable Law to withhold or 
deduct any Taxes (other than Excluded Taxes) from or in respect of any sum payable under this 
Agreement or any of the other DIP Financing Documents, (a) the sum payable to Lender shall be 
increased as may be necessary so that, after making all required withholding or deductions, Lender 
receives an amount equal to the sum it would have received had no such withholding or deductions been 
made, (b) Borrowers shall make such withholding or deductions, and (c) Borrowers shall pay the full 
amount withheld or deducted to the relevant taxation authority or other authority in accordance with 
Applicable Law.   

5.7.2. Refund.  If Lender receives a refund, credit, or other reduction of taxes in respect 
of any Taxes paid by Borrowers pursuant to this Section 5.7, such Person shall, within 30 days from the 
date of actual receipt of such refund or the filing of the tax return in which such credit or other reduction 
results in a lower tax payment, apply to the Obligations and Pre-Petition Debt as provided in this 
Agreement Lender's estimate of such refund or the amount of such tax reduction to Borrowers (but only 
to the extent of Taxes paid by Borrowers pursuant to this Section 5.7), net of all out-of-pocket expenses 
of such Person, and without interest (other than interest paid by the relevant Governmental Authority with 
respect to such refund). 

5.7.3. Remedy.  In the event that Borrowers are required to pay additional amounts 
pursuant to Section 5.7.1 hereof, Borrowers may, upon notice to Lender, either prepay in whole or in part 
the outstanding balance on any Loan held by Lender or require Lender to assign and delegate, without 
recourse and conditioned upon Full Payment in cash of all Pre-Petition Debt and Obligations, all of its 
interests, rights and obligations under this Agreement to an assignee selected by Borrowers that shall 
assume such obligations. 

5.8. Nature and Extent of Each Borrower's Liability. 

5.8.1. Joint and Several Liability.  Each Borrower shall be liable for, on a joint and 
several basis, and hereby guarantees the timely payment by all other Borrowers of, all of the Loans and 
other Obligations, regardless of which Borrower actually may have received the proceeds of any Loans or 
other extensions of credit hereunder or the amount of such Loans received or the manner in which Lender 
accounts for such Loans or other extensions of credit on its books and records, it being acknowledged and 
agreed that Loans to any Borrower inure to the mutual benefit of all Borrowers and that Lender is relying 
on the joint and several liability of Borrowers in extending the Loans and other financial accommodations 
hereunder.  Each Borrower hereby unconditionally and irrevocably agrees that upon default in the 
payment when due (whether at stated maturity, by acceleration or otherwise) of any principal of, or 
interest owed on, any of the Loans or other Obligations, such Borrower shall forthwith pay the same, 
without notice or demand. 

5.8.2. Unconditional Nature of Liability.  Each Borrower's joint and several liability 
hereunder with respect to, and guaranty of, the Loans and other Obligations shall, to the fullest extent 
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permitted by Applicable Law, be unconditional irrespective of (i) the validity, enforceability, avoidance 
or subordination of any of the Obligations or of any promissory note or other document evidencing all or 
any part of the Obligations, (ii) the absence of any attempt to collect any of the Obligations from any 
other Obligor or any Collateral or other security therefor, or the absence of any other action to enforce the 
same, (iii) the waiver, consent, extension, forbearance or granting of any indulgence by Lender with 
respect to any provision of any instrument evidencing or securing the payment of any of the Obligations, 
or any other agreement now or hereafter executed by any other Borrower and delivered to Lender, (iv) the 
failure by Lender to take any steps to perfect or maintain the perfected status of its security interest in or 
Lien upon, or to preserve its rights to, any of the Collateral or other security for the payment or 
performance of any of the Obligations or Lender's release of any Collateral or of its Liens upon any 
Collateral, (v) any borrowing or grant of a security interest by any other Borrower, as debtor-in-
possession under Section 364 of the Bankruptcy Code, (vi) the release or compromise, in whole or in part, 
of the liability of any Obligor for the payment of any of the Obligations, (vii) any amendment or 
modification of any of the DIP Financing Documents or any waiver of a Default or Event of Default, 
(viii) any increase in the amount of the Obligations beyond any limits imposed herein or in the amount of 
any interest, fees or other charges payable in connection therewith, or any decrease in the same, (ix) the 
disallowance of all or any portion of Lender's claims against any other Obligor for the repayment of any 
of the Obligations under Section 502 of the Bankruptcy Code, or (x) any other circumstance that might 
constitute a legal or equitable discharge or defense of any Obligor (other than prior payment).  After the 
occurrence and during the continuance of any Event of Default, Lender may proceed directly and at once, 
without notice to any Obligor, against any or all of Obligors to collect and recover all or any part of the 
Obligations, without first proceeding against any other Obligor or against any Collateral or other security 
for the payment or performance of any of the Obligations, and each Borrower waives any provision under 
Applicable Law that might otherwise require Lender to pursue or exhaust its remedies against any 
Collateral or Obligor before pursuing another Obligor.  Each Borrower  consents and agrees that Lender 
shall be under no obligation to marshal any assets in favor of any Obligor or against or in payment of any 
or all of the Obligations. 

5.8.3. No Reduction in Liability for Obligations.  No payment or payments made by an 
Obligor or received or collected by Lender from a Borrower or any other Person by virtue of any action or 
proceeding or any setoff or appropriation or application at any time or from time to time in reduction of or 
in payment of the Obligations shall be deemed to modify, reduce, release or otherwise affect the liability 
of any Borrower under this Agreement, each of whom shall remain jointly and severally liable for the 
payment and performance of all Loans and other Obligations until Full Payment of the Obligations. 

5.8.4. Contribution.  Each Borrower is unconditionally obligated to repay the 
Obligations as a joint and several obligor under this Agreement.  If, as of any date, the aggregate amount 
of payments made by a Borrower on account of the Obligations and proceeds of such Borrower's 
Collateral that are applied to the Obligations exceeds the aggregate amount of Loan proceeds actually 
used by such Borrower in its business (such excess amount being referred to as an 
"Accommodation Payment"), then each of the other Borrowers (each such Borrower being referred to as a 
"Contributing Borrower") shall be obligated to make contribution to such Borrower (the 
"Paying Borrower") in an amount equal to (A) the product derived by multiplying the sum of 
each Accommodation Payment of each Borrower by the Allocable Percentage of the Borrower from 
whom contribution is sought less (B) the amount, if any, of the then outstanding Accommodation 
Payment of such Contributing Borrower (such last mentioned amount which is to be subtracted from the 
aforesaid product to be increased by any amounts theretofore paid by such Contributing Borrower by way 
of contribution hereunder, and to be decreased by any amounts theretofore received by such 
Contributing Borrower by way of contribution hereunder); provided, however, that a Paying Borrower's 
recovery of contribution hereunder from the other Borrowers shall be limited to that amount paid by the 
Paying Borrower in excess of its Allocable Percentage of all Accommodation Payments then outstanding 
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of all Borrowers.  As used herein, the term "Allocable Percentage" shall mean, on any date of 
determination thereof, a fraction the denominator of which shall be equal to the number of Borrowers 
who are parties to this Agreement on such date and the numerator of which shall be 1. 

5.8.5. Subordination.  Each Borrower hereby subordinates any claims, including 
any right of payment, subrogation, contribution and indemnity, that it may have from or against any other 
Obligor, and any successor or assign of any other Obligor, including any trustee, receiver or 
debtor-in-possession, howsoever arising, due or owing or whether heretofore, now or hereafter existing, 
to the Full Payment of all of the Pre-Petition Debt and all of the Obligations (other than contingent 
indemnification obligations for which no claim has been made). 

SECTION 6. DIP TERM AND TERMINATION OF COMMITMENT 

6.1. DIP Term.   Subject to Lender's right to cease making Loans and other extensions of 
credit to Borrowers when any Default or Event of Default exists or upon the Commitment Termination 
Date, the Commitment shall be in effect for the DIP Term.  The DIP Term may be extended by written 
agreement among Borrowers and Lender without further notice or hearing or order by the Court. 

6.2. Termination. 

6.2.1. Termination by Lender.  Lender may terminate the Commitment without notice 
at any time that an Event of Default exists. 

6.2.2. Termination by Borrowers.  Upon at least 30 days prior written notice to Lender, 
Borrowers may, at their option, terminate the Commitment; provided, however, no such termination by 
Borrowers shall be effective until Full Payment of the Obligations (other than contingent indemnification 
obligations for which no claim has been made).  Any notice of termination given by Borrowers shall be 
irrevocable unless Lender otherwise agrees in writing.  Borrowers may elect to terminate the 
Commitment in its entirety only, provided that nothing contained herein shall affect Borrowers' right to 
voluntarily reduce the Commitment as provided in Section 2.1.5.  No section of this Agreement or 
Commitment may be terminated by Borrowers singly. 

6.2.3. Reserved.  Effect of Termination.  On the effective date of termination of the 
Commitment by Lender or by Borrowers, all of the Obligations (other than contingent indemnification 
obligations for which no claim has been made) shall be immediately due and payable; Lender shall have 
no obligation to make any Loans; Lender shall have no obligation to issue any Letters of Credit; and 
Lender may terminate any Bank Products (including any services or products under Cash Management 
Agreements). All undertakings, agreements, covenants, warranties and representations of Borrowers 
contained in the DIP Financing Documents shall survive any such termination, and Lender shall retain its 
Liens in the Collateral and all of its rights and remedies under the DIP Financing Documents 
notwithstanding such termination until Full Payment of the Obligations (other than contingent 
indemnification obligations for which no claim has been made).  Notwithstanding the Full Payment of the 
Obligations (other than contingent indemnification obligations for which no claim has been made), 
Lender shall not be required to terminate its Liens in any of the Collateral unless, with respect to any loss 
or damage Lender may incur as a result of the dishonor or return of any Payment Items applied to the 
Obligations, Lender shall have received either (i) a written agreement, executed by Borrowers and any 
Person deemed financially responsible by Lender whose loans or other advances to Borrowers are used in 
whole or in part to satisfy the Obligations, indemnifying Lender from any such loss or damage; or 
(ii) such monetary reserves and Liens on the Collateral for such period of time as Lender, in its reasonable 
discretion, may deem necessary to protect Lender from any such loss or damage.  The provisions of 
Sections 3.4, 5.4, 5.7 and this Section 6.2.4 and all obligations of Borrowers to indemnify Lender 
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pursuant to this Agreement or any of the other DIP Financing Documents, shall in all events survive 
any termination of the Commitment and Full Payment of the Obligations. 

SECTION 7. COLLATERAL 

7.1. Grant of Security Interest.  To secure the prompt payment and performance of all of 
the Obligations, each Borrower hereby grants to Lender, for the benefit of Secured Parties, a continuing 
security interest in and Lien upon all of the following Property and interests in Property of such 
Borrower, whether now owned or existing or hereafter created, acquired or arising and wheresoever 
located: (i) all Accounts; (ii) all Instruments, Chattel Paper (including Electronic Chattel Paper), 
Documents, Letter-of-Credit Rights and Supporting Obligations, in each case to the extent arising out of, 
relating to, or given in exchange or settlement for or to evidence the obligation to pay any Account; 
(iii) all General Intangibles that arise out of or are related to any Account or from which any Account 
arises; (iv) all of the Deposit Accounts Collateral; (v) all monies now or at any time or times hereafter in 
the possession or under the control of Lender or a bailee of Lender, including any Cash Collateral in any 
Cash Collateral Account; (vi) all proceeds of and derived from such Borrower's unencumbered interest in 
Joint Ventures; (vii) all Post-Petition Purchase Money Property; (viii) all products and cash and non-cash 
proceeds of the foregoing, including proceeds of insurance in respect of any of the foregoing; and (ix) all 
books and records (including customer lists, files, correspondence, tapes, computer programs, print-outs 
and other computer materials and records) of such Borrower pertaining to any of the foregoing.  
Notwithstanding the foregoing, Lender shall not have any Lien upon or security interest in any Avoidance 
Claims or proceeds of Avoidance Claims. 

7.2. Liens Under Financing Orders.  The Liens and security interests granted to Lender 
pursuant to the provisions of this Section 7 and pursuant to any of the other DIP Financing Documents 
shall be in addition to all Liens conferred upon Lender pursuant to the terms of the Financing Orders. 

7.3. Lien Priority.  The Liens and security interests granted to Lender pursuant to the 
provisions of this Section 7 and pursuant to any of the DIP Financing Documents shall be first priority 
Liens and security interests in the Collateral except as otherwise provided in this Agreement or the 
Financing Orders.  

7.4. Certain After-Acquired Collateral.  Borrowers shall promptly notify Lender in writing 
upon any Borrower's obtaining any Collateral after the Closing Date consisting of Deposit Accounts 
(other than Deposit Accounts into which payments with respect to Governmental Receivables are directly 
deposited or transferred), Letter-of-Credit Rights or Chattel Paper, to the extent  such Deposit Accounts, 
Letter-of-Credit Rights or Chattel Paper arise out of, relate to or are given in exchange or settlement for or 
to evidence the obligation to pay any Account, and, upon Lender's request, shall promptly execute such 
documents and do such other acts or things reasonably deemed appropriate by Lender to confer upon 
Lender a duly perfected first priority Lien, upon and (to the extent applicable for the perfection of a Lien) 
control with respect to such Collateral; and promptly notify Lender in writing upon any Borrower's 
obtaining any Collateral after the Closing Date consisting of Documents or Instruments to the extent they 
arise out of, relate to or are given in exchange or settlement for or to evidence the obligation to pay any 
Account, and, upon Lender's request, shall promptly execute such documents and do such other acts or 
things reasonably deemed appropriate by Lender to deliver to it possession of such Documents as are 
negotiable and such Instruments, to the extent they arise out of, relate to or are given in exchange or 
settlement for or to evidence the obligation to pay any Account. 

7.5. No Assumption of Liability.  The security interest granted pursuant to this Agreement is 
granted as security only and shall not subject Lender to, or in any way alter or modify, any obligation or 
liability of Borrowers with respect to or arising out of the Collateral. 
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7.6. Lien Perfection; Further Assurances.  Promptly after Lender's request therefor, 
Borrowers shall execute or cause to be executed and deliver to Lender such instruments, assignments or 
other documents as are necessary under the UCC or other Applicable Law to perfect (or continue the 
perfection of) Lender's Lien upon the Collateral and shall take such other action as may be requested by 
Lender to give effect to or carry out the intent and purposes of this Agreement.  Unless prohibited by 
Applicable Law, each Borrower hereby irrevocably authorizes Lender to file in any jurisdiction 
any financing statement or amendment thereto on such Borrower's behalf, including financing statements 
that indicate the Collateral as set forth in this Section 7.  Each Borrower also hereby ratifies its 
authorization for Lender to have filed in any jurisdiction any like financing statement or amendment 
thereto if filed prior to the date hereof.  The parties agree that a carbon, photographic or 
other reproduction of this Agreement shall be sufficient as a financing statement and may be filed in 
any appropriate office in lieu thereof. 

SECTION 8. COLLATERAL ADMINISTRATION 

8.1. General Provisions. 

8.1.1. Location of Collateral.  Collateral shall at all times be kept by Borrowers at one 
or more of the business locations of Borrowers set forth in Schedule 9.1.6 hereto and shall not be moved 
therefrom, without the prior written approval of Lender, except that in the absence of an Event of Default 
and acceleration of the maturity of the Obligations in consequence thereof, Borrowers may move any 
record relating to any Collateral to a location in the United States other than those shown on 
Schedule 9.1.6 hereto so long as Borrowers have given Lender at least 5 days prior written notice of such 
new location and prior to moving to such location there have been filed any UCC-1 financing statements 
or other appropriate documentation necessary to perfect or continue perfection of Lender's first priority 
Liens subject to Permitted Liens with respect to such Collateral. 

8.1.2. Insurance of Collateral; Condemnation Proceeds.  Borrowers shall, upon request 
by Lender, deliver the originals or certified copies of all insurance policies to Lender with certificates of 
insurance reasonably satisfactory to Lender naming Lender as an additional insured with respect to 
Borrowers' general liability insurance.  If any Borrower fails to provide and pay for such insurance, 
Lender may, at its option, but shall not be required to, procure the same and charge Borrowers therefor.  
Each Borrower agrees to deliver to Lender, promptly as rendered, true copies of all reports made in any 
reporting forms to insurance companies (other than reports with respect to professional liability 
insurance).   

8.1.3. Protection of Collateral.  All expenses of protecting, storing, warehousing, 
insuring, handling, maintaining and shipping any Collateral, all Taxes imposed under any Applicable Law 
on any of the Collateral or in respect of the sale thereof, and all other payments required to be made by 
Lender to any Person to realize upon any Collateral shall be borne and paid by Borrowers.  Lender shall 
not be liable or responsible in any way for the safekeeping of any of the Collateral or for any loss or 
damage thereto (except for reasonable care in the custody thereof while any Collateral is in Lender's 
actual possession) or for any diminution in the value thereof, or for any act or default of any 
warehouseman, carrier, forwarding agency, or other Person whomsoever, but the same shall be at 
Borrowers' sole risk. 

8.1.4. Defense of Title to Collateral.  Each Borrower shall at all times defend such 
Borrower's title to the Collateral and Lender's Liens therein against all Persons and all claims and 
demands whatsoever. 

8.2. Administration of Accounts. 
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8.2.1. Records and Schedules of Accounts.  Each Borrower shall keep accurate and 
complete records of its Accounts and all payments and collections thereon.  Each Borrower shall also 
provide to Lender on or before the 25th day of each month, a detailed aged trial balance of all Accounts 
existing as of the last day of the preceding month, specifying the names, face value, dates of invoices and 
due dates for each Account Debtor obligated on an Account so listed ("Schedule of Accounts"), and, upon 
Lender's request therefor, copies of all documents, including repayment histories and present status 
reports relating to the Accounts so scheduled and such other matters and information relating to the status 
of then existing Accounts as Lender shall reasonably request.  In addition, if an Account in the 
face amount in excess of $1,000,000 ceases to be an Eligible Account in whole or in part, Borrowers shall 
notify Lender of such occurrence promptly (and in any event within 5 Business Days) after any 
Borrower's having obtained knowledge of such occurrence and the Borrowing Base shall thereupon be 
adjusted to reflect such occurrence.  To the extent permitted by Applicable Law, each Borrower shall 
deliver to Lender copies of invoices or invoice registers related to all of its Accounts. 

8.2.2. Discounts, Disputes and Returns.  If any Borrower grants any discounts, 
allowances or credits on an Eligible Account in excess of 5% of the amount of such Account that are not 
shown on the face of the invoice for the Eligible Account involved, such Borrower shall report such 
discounts, allowances or credits, as the case may be, to Lender as part of the next required Schedule of 
Accounts.  If any amounts due and owing in excess of $750,000 are in dispute between any Borrower and 
any Account Debtor, such Borrower shall provide Lender with written notice thereof at the time of 
submission of the next Schedule of Accounts.   

8.2.3. Taxes.  If an Account of any Borrower includes a charge for any Taxes payable 
to any Governmental Authority, Lender is authorized, in its discretion, to pay the amount thereof to 
the proper taxing authority for the account of such Borrower and to charge Borrowers therefor; provided, 
however, that Lender shall not be liable for any Taxes that may be due by Borrowers. 

8.2.4. Account Verification.  Whether or not a Default or an Event of Default exists, 
Lender shall have the right at any time, in the name of Lender, any designee of Lender or any Borrower to 
verify the validity, amount or any other matter relating to any Wholesale Receivable of such Borrower by 
mail, telephone, telegraph or otherwise.  Borrowers shall cooperate fully with Lender in an effort to 
facilitate and promptly conclude any such verification process. 

8.2.5. Maintenance of Dominion Account.   

(i) Borrowers shall establish and maintain with Lender a system of cash 
management that is acceptable to Lender.  Such system of cash management shall include (a) a 
lockbox (or lockboxes) and related Deposit Account (or Deposit Accounts) maintained with 
Lender, for remittance and deposit (including by way of electronic funds transfer) by Account 
Debtors (including all Third Party Payors) of all collections or payments with respect to Accounts 
and all other proceeds of Collateral, including Wholesale Receivables and Retail Receivables 
(including Governmental Receivables) (each a "Collection Account" and collectively "Collection 
Accounts"), (b) a Dominion Account into which collected funds from the Collection Accounts 
(other than amounts payable to physicians pursuant to PSAs) and other proceeds of Collateral 
shall be promptly transferred and (c) subject to Section 8.2.6, such other Deposit Accounts and/or 
lockboxes as Borrowers shall deem to be necessary or appropriate to conduct their business 
operations.  Borrowers shall not deposit proceeds of Property constituting collateral security for 
the Senior Notes in any Collection Account or the Dominion Account, and Borrowers shall not 
deposit the proceeds of any Collateral into any Deposit Account maintained for or in connection 
with the Senior Notes or into which the proceeds of collateral security for the Senior Notes are, or 
are intended to be, deposited.  
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(ii) All monies in the Dominion Account shall be deposited each day in the 
Payment Account and applied by Lender in accordance with this Agreement.     

8.2.6. Collection of Accounts and Proceeds of Collateral.  To expedite collection of 
Accounts, each Borrower shall endeavor in the first instance to make collection of such Borrower's 
Accounts for Lender and, in connection therewith, shall use commercially reasonable efforts to keep in 
full force and effect any Supporting Obligation or collateral security relating to each such Account.  All 
Payment Items received by any Borrower in respect of its Accounts, together with the proceeds of any 
other Collateral, shall be held by such Borrower as trustee of an express trust for Lender's benefit; and 
Borrowers shall promptly deposit the same in kind in the Collection Accounts.  Lender retains the right at 
all times that an Event of Default exists to notify Account Debtors on Wholesale Receivables of any 
Borrower that Wholesale Receivables have been assigned to Lender, to collect Wholesale Receivables 
directly in its own name (and, in connection therewith, and to charge to Borrowers the collection costs 
and expenses incurred by Lender, including reasonable attorneys' fees).  At any time an Event of Default 
exists, Lender shall have the right to settle or adjust all disputes and claims directly with the Account 
Debtor on Wholesale Receivables and to compromise the amount or extend the time for payment of any 
Wholesale Receivables upon such terms and conditions as Lender may deem advisable, and to charge the 
deficiencies, costs and expenses thereof, including attorneys' fees, to Borrowers. 

8.3. Administration of Deposit Accounts.  Each Borrower represents that, as of the Closing 
Date, Schedule 8.3 (as the same may be amended or supplemented from time to time) sets forth all of the 
Deposit Accounts maintained by each Borrower that arise out or relate to the Accounts, including Deposit 
Accounts into which all Payment Items relating to any Collateral are deposited; a Borrower is the sole 
account holder of each such Deposit Account and is not aware of any Person (other than Lender) having 
either dominion or control (within the meaning of Section 9-104 of the UCC) over any such Deposit 
Account or any property deposited therein (other than any such control that has been released or 
terminated on or before the Closing Date and control arising by operation of law in favor the depository 
bank in which such Deposit Account is maintained); and each Borrower has taken all actions required to 
establish Lender's "control" (within the meaning of Section 9-104 of the UCC) over the Dominion 
Account and any other Deposit Account that relates to the Accounts (other than any Deposit Account 
specially and exclusively used for payroll, payroll taxes and other employee wage and benefit payments 
to or for the benefit of such Borrower's employees or into which payments with respect to Governmental 
Receivables are directly deposited or transferred).  In no event shall Borrower open any new Deposit 
Accounts other than those disclosed in the Cash Management Order or related motion without Lender’s 
prior written consent. 

8.4. Borrowing Base Certificates.  Borrowers shall deliver to Lender a Borrowing Base 
Certificate (a) on the Closing Date (with the information contained therein to be as of November 30, 
2010), and (b) on or before the 3rd Business Day of each week, beginning December 15, 2010, prepared 
as of the close of business of Friday for the immediately preceding week.  All calculations of Availability 
in connection with any Borrowing Base Certificate shall originally be made by Borrowers and certified by 
an authorized officer to Lender, provided that Lender shall have the right to review and adjust, in the 
exercise of its sole and absolute discretion, any such calculation to the extent that such calculation is not 
in accordance with this Agreement or does not accurately reflect the amount of the Availability Reserve.  
In no event shall the Borrowing Base on any date be deemed to exceed the amount of the Borrowing Base 
shown on the Borrowing Base Certificate most recently received by Lender, as the calculation in such 
Borrowing Base Certificate may be adjusted from time to time by Lender as herein authorized.  
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SECTION 9. REPRESENTATIONS AND WARRANTIES 

9.1. General Representations and Warranties.  To induce Lender to enter into this 
Agreement and to make available the Commitment, each Borrower warrants and represents to Lender 
that: 

9.1.1. Organization and Qualification.  Each Borrower and each of its Subsidiaries is an 
entity duly organized, validly existing and in good standing under the laws of the jurisdiction of its 
organization.  Each Borrower and each of its Subsidiaries is duly qualified and is authorized to do 
business and is in good standing as a foreign corporation in all states and jurisdictions in which the failure 
of such Borrower or Subsidiary, as the case may be, to be so qualified would  reasonably be expected to 
have a Material Adverse Effect. 

9.1.2. Power and Authority.  Subject to the entry and continued effectiveness of the 
Financing Orders, each Borrower and each Guarantor is duly authorized and empowered to enter into, 
execute, deliver and perform each of the DIP Financing Documents to which it is a party.  The execution, 
delivery and performance of this Agreement and each of the other DIP Financing Documents have been 
duly authorized by all necessary action and do not and will not (i) require any consent or approval of any 
of the holders of the Equity Interests of any Borrower or any of its Subsidiary other than those obtained 
on or prior to the date hereof; (ii) contravene the Organic Documents of any Borrower or any of its 
Subsidiaries; (iii) subject to the entry and continued effectiveness of the Financing Orders, violate, or 
cause any Borrower or any of its Subsidiaries to be in default under, any provision of any Applicable  
Law, order, writ, judgment, injunction, decree, determination or award in effect having applicability to 
any Borrower or any of its Subsidiaries; (iv) result in a breach of or constitute a default under any 
indenture or loan or credit agreement or any other agreement, lease or instrument to which any Borrower 
or any of its Subsidiaries is a party or by which it or its Properties may be bound or affected; or (v) result 
in, or require, the creation or imposition of any Lien (other than Permitted Liens) upon or with respect to 
any of the Properties now owned or hereafter acquired by any Borrower or any of its Subsidiaries, except 
in the case of clauses (iii), (iv) or (v) of this Section 9.1.2 as would not reasonably be expected to have a 
Material Adverse Effect. 

9.1.3. Legally Enforceable Agreement.  Subject to the entry and continued 
effectiveness of the Financing Orders, the DIP Financing Documents when delivered will be, legal, valid 
and binding obligations of each  Borrower and each of its Subsidiaries signatories thereto enforceable 
against them in accordance with the respective terms of such DIP Financing Documents. 

9.1.4. Capital Structure.  As of the date hereof, Schedule 9.1.4 hereto states (i) the 
correct name of each Borrower, its jurisdiction of incorporation and the percentage of its Equity Interests 
having voting powers owned by each Person.  Each Borrower has good title to all of the shares it purports 
to own of the Equity Interests of each of its Subsidiaries, free and clear in each case of any Lien other 
than Permitted Liens.  All such Equity Interests have been duly issued and are fully paid and 
non-assessable.   

9.1.5. Corporate Names.  To the best of its knowledge, during the 5-year period 
preceding the date of this Agreement, no Borrower nor any of its Subsidiaries has been known as or used 
any corporate, fictitious or trade names except those listed on Schedule 9.1.5 hereto.  To the best of its 
knowledge, except as set forth on Schedule 9.1.5, as of the Closing Date, no Borrower nor any of its 
Subsidiaries has been the surviving corporation of a merger or consolidation or acquired all or 
substantially all of the assets of any Person. 
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9.1.6. Business Locations; Agent for Process.  As of the date hereof, the chief executive 
office and other places of business of each Borrower and its Subsidiaries are as listed on Schedule 9.1.6 
hereto.   

9.1.7. Title to Properties; Priority of Liens.  Each Borrower and each of its Subsidiaries 
has good title to all of its personal Property, including all Property reflected in the financial statements 
referred to in Section 9.1.9 or delivered pursuant to Section 10.1.3, except as could not be reasonably be 
expected to have a Material Adverse Effect, in each case free and clear of all Liens except Permitted 
Liens.  Each Borrower has paid or discharged, and has caused each of its Subsidiaries to pay and 
discharge, all material lawful claims which, if unpaid, might become a Lien against any Properties of such 
Borrower or any such Subsidiary that is not a Permitted Lien.  The Liens granted to Lender pursuant to 
this Agreement and the other Security Documents are duly perfected, first priority Liens, subject only to 
those Permitted Lines that are expressly permitted by the terms of this Agreement to have priority over 
the Liens of Lender or as otherwise set forth in the Financing Orders. 

9.1.8. Wholesale Receivables and Retail Receivables.   

(i) Wholesale Receivables.  Lender may rely, in determining which 
Wholesale Receivables are Eligible Wholesale Receivables, on all statements and representations 
made by Borrowers with respect to any Account.  With respect to each Eligible Wholesale 
Receivable, each Borrower warrants that: 

(a) it is genuine and in all respects what it purports to be, and it is not 
evidenced by a judgment; 

(b) it arises out of a completed, bona fide sale and delivery of goods 
or rendition of services by a Borrower in the Ordinary Course of Business and 
substantially in accordance with the terms and conditions of all purchase orders, contracts 
or other documents relating thereto and forming a part of the contract between a 
Borrower and the Account Debtor; 

(c) it is for a sum certain maturing as stated in the duplicate invoice covering 
such sale or rendition of services, a copy of which has been furnished or is available to 
Lender on request; 

(d) such Account, and Lender's security interest therein, is not, subject to any 
offset, Lien, deduction, defense, dispute, counterclaim or any other adverse condition 
except for disputes and except for offsets or deductions contemplated by the invoice 
evidencing an Account or arising in the Ordinary Course of Business and disclosed to 
Lender, each such Account is absolutely owing to a Borrower and is not contingent in 
any respect or for any reason; 

(e) the contract under which such Account arose does not condition or 
restrict a Borrower's right to assign to Lender the right to payment thereunder unless such 
Borrower has obtained the Account Debtor's consent to such collateral assignment or 
complied with any conditions to such assignment (regardless of whether under the UCC 
or other Applicable Law any such restrictions are ineffective to prevent the grant of a 
Lien upon such Account in favor of Lender); 

(f) such Borrower has not made any agreement with any Account Debtor 
thereunder for any extension, compromise, settlement or modification of any such 
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Account or any deduction therefrom, except discounts or allowances which are granted 
by a Borrower in the Ordinary Course of Business and which are reflected in the 
calculation of the net amount of each respective invoice related thereto and are reflected 
in the Schedules of Accounts submitted to Lender pursuant to Section 8.2.1; 

(g) to the best of such Borrower's knowledge, there are no facts, events or 
occurrences which are reasonably likely to impair the validity or enforceability of such 
Account or reduce the amount payable thereunder from the face amount of the invoice 
and statements delivered to Lender with respect thereto; 

(h) to the best of such Borrower's knowledge, the Account Debtor 
thereunder (1) had the capacity to contract at the time any contract or other document 
giving rise to the Account was executed and (2) is Solvent; and 

(i) to the best of such Borrower's knowledge, there are no proceedings or 
actions which are threatened or pending against any Account Debtor thereunder and 
which are reasonably likely to result in any material adverse change in such Account 
Debtor's financial condition or the collectability of such Account. 

(ii) Retail Receivables.  Lender may rely, in determining which Retail 
Receivables are Eligible Retail Receivables, on all statements and representations made by 
Borrowers with respect to any Retail Receivable. With respect to each Eligible Retail Receivable, 
each Borrower warrants that: 

(a) all information relating to such Retail Receivable that has been delivered 
to Lender is true and correct in all material respects.  With respect to each such Retail 
Receivable, such Retail Receivable has been billed after the date the services or goods 
giving rise to such Retail Receivable were rendered or provided, as applicable, all 
information set forth in the bill and supporting claim documents is true, complete and 
correct in all material respects and each bill contains an express direction requiring the 
Third Party Payor to remit payments as set forth in Section 8.2.6; 

(b) such Retail Receivable is payable in an amount not less than its Net 
Realizable Value by the Third Party Payor identified by Borrowers as the payor thereon 
and is recognized as such by such Third Party Payor.  There is no payor on such Retail 
Receivable other than the Third Party Payor identified by Borrower as the payor 
primarily liable on such Retail Receivable; 

(c) no such Retail Receivable (1) requires the approval of any Person for the 
grant of a Lien in such Retail Receivable to Lender hereunder or (2) is past the statutory 
limit for collection applicable to the Third Party Payor; 

(d)  the patient received the services constituting the basis of such Retail 
Receivable in the Ordinary Course of Business; 

(e) the fees and charges charged by such Borrower for the services 
constituting the basis for such Account were when rendered consistent with (1) the usual, 
customary and reasonable fees charged by such Borrower or (2) negotiated fee contracts 
with, or imposed fee schedules from, the applicable Third Party Payor; 
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(f) the Third Party Payor with respect to such Retail Receivable is, to such 
Borrower's actual knowledge but without inquiry, located in the United States and is (1) a 
Person which in the Ordinary Course of Business agrees to pay for healthcare services 
received by individuals, including commercial insurance companies and non-profit 
insurance companies issuing health or other types of insurance, employers or unions, self-
insured healthcare organizations, preferred provider organizations and health insured, 
prepaid maintenance organizations, (2) a state, an agency or instrumentality of a state or a 
political subdivision of a state or (3) the United States or an agency or instrumentality of 
the United States; 

 (g) if requested by Lender, a copy of each related Provider Agreement to 
which a Borrower is a party has been delivered to Lender unless any such delivery is 
prohibited by the terms of the Provider Agreement or by Applicable Law; and 

(h) neither such Retail Receivable nor the related Provider Agreement 
contravenes any material Applicable Laws applicable thereto and no Borrower is in 
violation of any such Applicable Law. 

9.1.9. Financial Statements; Fiscal Year.  The Consolidated balance sheet of Borrowers 
and such other Persons described therein as of September 30, 2010, and the related statements of income, 
changes in stockholder's equity, and changes in financial position for the periods ended on such dates, 
have been prepared in accordance with GAAP, and present fairly in all material respects the Consolidated 
financial positions of Borrowers and such Persons at such dates and the results of Borrowers' operations 
for such periods.  Since September 30, 2010, there has been no material adverse change in the 
Consolidated financial condition of Borrowers and such other Persons as shown on the Consolidated 
balance sheet as of such date, except (i) the commencement of the Chapter 11 Cases and (ii) as set forth in 
filings made by Borrowers with the SEC that were provided by Borrowers to Lender prior to the Petition 
Date. 

9.1.10. Full Disclosure.  The financial statements referred to in Section 9.1.9 do not 
contain any untrue statement of a material fact and neither this Agreement nor any other written 
statement, when taken together, contains or omits any material fact necessary to make the statements 
contained herein or therein not materially misleading.  There is no fact or circumstance in existence on the 
date hereof which any Borrower has failed to disclose to Lender in writing that would reasonably be 
expected to have a Material Adverse Effect. 

9.1.11. Reserved.   

9.1.12. Surety Obligations.  As of the date hereof, no Borrower nor any of its 
Subsidiaries is obligated as surety or indemnitor under any surety, performance or similar bond issued to 
assure payment, performance or completion of performance of any undertaking or obligation of any 
Person. 

9.1.13. Taxes.  The FEIN of each of each Borrower and each of its Subsidiaries is as 
shown on Schedule 9.1.13.  Each Borrower and each of its Subsidiaries has filed all material federal, state 
and local tax returns and other material reports it is required by law to file and has paid, or made 
provision for the payment of, all material Taxes upon it, its income and Properties as and when such 
Taxes are due and payable, except to the extent being Properly Contested.  The provision for Taxes on the 
books of each Borrower and each of its Subsidiaries are adequate in accordance with GAAP or all years 
not closed by applicable statutes, and for its current Fiscal Year. 
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9.1.14. Intellectual Property.  Each Borrower and each of its Subsidiaries owns or has 
the lawful right to use all Intellectual Property necessary for the present and planned future conduct of 
its business without any conflict with the rights of others, except in each case as could not reasonably be 
expected to have an Material Adverse Effect.    

9.1.15. Governmental Approvals.  Each Borrower and each of its Subsidiaries has, and is 
in good standing with respect to, all Governmental Approvals necessary to continue to conduct its 
business as heretofore or proposed to be conducted by it and to own or lease and operate its Properties as 
now owned or leased by it, except in each case as could not reasonably be expected to have a Material 
Adverse Effect. 

9.1.16. Compliance with Laws.  Each Borrower and each of its Subsidiaries has duly 
complied with, and its Properties, business operations and leaseholds are in compliance in all material 
respects with, the provisions of all Applicable Law, including all Healthcare Laws (except to the extent 
that any such noncompliance with Applicable Law could not reasonably be expected to have a Material 
Adverse Effect).  Without limiting the generality of the foregoing, except to the extent that any failure of 
Borrower or any of its Subsidiaries to comply with an Applicable Law could not reasonably be expected 
to have a Material Adverse Effect: 

(i) neither any Borrower nor any of the Subsidiaries is engaged in or has 
engaged in any course of conduct that could subject any of their respective Properties to any Lien, 
seizure or other forfeiture under any criminal law, racketeer-influenced and corrupt organizations 
law, civil or criminal, or other similar laws; and 

(ii) neither any Borrower nor any of the Subsidiaries has engaged in 
any activities that are prohibited under any Medicaid Regulations or Medicare Regulations, or 
any related state or local statutes or regulations, or which are prohibited by binding rules of 
professional conduct, including the following:  (a) knowingly and willfully making or causing to 
be made a false statement or representation of a material fact in any application for any benefit or 
payment; (b) knowingly and willfully making or causing to be made a false statement or 
representation of a material fact for use in determining rights to any benefit or payment; (c) 
failing to disclose knowledge by a claimant of the occurrence of any event affecting the initial or 
continued right to any benefit or payment on its own behalf or on behalf of another Person, with 
intent to secure such benefit or payment fraudulently; (d) knowingly and willfully soliciting or 
receiving any remuneration (including any kickback, bribe or rebate), directly or indirectly, 
overtly or covertly, in cash or in kind, or offering to pay such remuneration (1) in return for 
referring an individual to a Person for the furnishing or arranging for the furnishing of any item or 
service for which payment may be made in whole or in part by or pursuant to any Medicare 
Regulations, any Medicaid Regulations or any other Applicable Law (including any Anti-
Kickback Statutes) relating to Third Party Payors or (2) in return for purchasing, leasing or 
ordering or arranging for or recommending the purchasing, leasing or ordering of any 
good, facility, service or item for which payment may be made in whole or in part by or pursuant 
to any Medicare Regulations, Medicaid Regulations or other Applicable Law relating to 
Third Party Payors. 

9.1.17. Burdensome Contracts.  No Borrower nor any of its Subsidiaries is a party or 
subject to any contract, agreement, or charter or other corporate restriction, which has or could be 
reasonably expected to have a Material Adverse Effect.  

9.1.18. Litigation.  Except for the Chapter 11 Cases and as set forth on Schedule 9.1.18, 
there are no actions, suits, proceedings or investigations pending or, to the knowledge of any Borrower, 
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threatened on the date hereof against or affecting any Borrower or any of its Subsidiaries, or the business, 
operations, Properties, prospects, profits or condition of any Borrower or any of its Subsidiaries, (i) which 
relate to any of the DIP Financing Documents or any of the transactions contemplated thereby or 
(ii) which could reasonably be expected to have a Material Adverse Effect.  To the knowledge of each 
Borrower, no Borrower nor any of its Subsidiaries is in default on the date hereof with respect to any 
order, writ, injunction, judgment, decree or rule of any court, Governmental Authority or arbitration board 
or tribunal that could reasonably be expected to have a Material Adverse Effect. 

9.1.19. No Defaults.  No event has occurred and no condition exists which would, upon 
or immediately after the execution and delivery of this Agreement or any Borrower's performance 
hereunder, constitute a Default or an Event of Default.    

9.1.20. Reserved.    

9.1.21. ERISA.  Except as disclosed on Schedule 9.1.21, no Borrower nor any of its 
Subsidiaries has any Plan on the date hereof.  Each Borrower and each of its Subsidiaries is in material 
compliance with the requirements of ERISA and the regulations promulgated thereunder with respect to 
each Plan.  No fact or situation that is reasonably likely to result in a Material Adverse Effect exists 
in connection with any Plan.  No Borrower nor any of its Subsidiaries has any withdrawal liability 
in connection with a Multiemployer Plan. 

9.1.22. Labor Relations.  Except as described on  Schedule 9.1.22, no Borrower nor any 
of its Subsidiaries is on the date hereof a party to or bound by any collective bargaining agreement.  On 
the date hereof, there are no material grievances, disputes or controversies with any union or any other 
organization of any Borrower's or any Subsidiary's employees, or, to any Borrower's knowledge, any 
threats of strikes, work stoppages or any asserted pending demands for collective bargaining by any union 
or organization. 

9.1.23. Not a Regulated Entity.  No Obligor is (i) an "investment company" or a 
"person directly or indirectly controlled by or acting on behalf of an investment company" within the 
meaning  of the Investment Company Act of 1940, or (ii) subject to regulation under the Federal Power 
Act, the Interstate Commerce Act, any public utilities code or any other Applicable Law regarding its 
authority to incur Debt. 

9.1.24. Margin Stock.  No Borrower nor any of its Subsidiaries is engaged, principally or 
as one of its important activities, in the business of extending credit for the purpose of purchasing or 
carrying any Margin Stock. 

9.1.25. Anti-Terrorism Laws. 

(i) General.  No Borrower nor any of its Affiliates is in violation of any 
Anti-Terrorism Law or engages in or conspires to engage in any transaction that evades or avoids, 
or has the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth 
in any Anti-Terrorism Law. 

(ii) Executive Order No. 13224. 

(a) No Borrower nor, to the best of its knowledge, any of its 
Affiliates is any of the following (each a "Blocked Person"):  (1) a Person that is listed in 
the annex to, or is otherwise subject to the provisions of, Executive Order No. 13224; (2) 
a Person owned or controlled by, or acting for or on behalf of, any Person that is listed in 
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the annex to, or is otherwise subject to the provisions of, Executive Order No. 13224; (3) 
a Person or entity with which any bank or other financial institution is prohibited from 
dealing or otherwise engaging in any transaction by any Anti-Terrorism Law; (4) a 
Person or entity that commits, threatens or conspires to commit or supports "terrorism" as 
defined in Executive Order No. 13224; (5) a Person or entity that is named as a "specially 
designated national" on the most current list published by the U.S. Treasury Department 
Office of Foreign Asset Control ("OFAC") at its official website or any replacement 
website or other replacement  official publication of such list; (6) a Person or entity who 
is affiliated with a Person or entity listed above; or (7) an agency of the government of, 
an organization directly or indirectly controlled by, or a Person resident in, a country on 
any official list maintained by OFAC. 

(b) No Borrower nor, to the best of its knowledge, any of its 
Affiliates (1) conducts any business or engages in making or receiving any contribution 
of funds, goods or services to or for the benefit of any Blocked Person, (2) has any of its 
assets in a Blocked Person, (3) deals in, or otherwise engages in any transaction relating 
to, any Property or interests in Property blocked pursuant to Executive Order No. 13224, 
or (4) derives any of its operating income from investments in or transactions with a 
Blocked Person. 

9.1.26. Payable Practices.  No Borrower nor any of its Subsidiaries has made any 
material change in its historical accounts payable practices from those in effect immediately prior to the 
Petition Date. 

9.1.27. Not the Holder of Plan Assets.  No Borrower is an entity deemed to hold “plan 
assets” within the meaning of 29 C.F.R. §2510.3-101 of an “employee benefit plan” (as defined in Section 
3(3) of ERISA) that is subject to Title I of ERISA or any “plan” (within the meaning of Section 4975 of 
the Internal Revenue Code), and neither the execution of this Agreement nor the funding of any Loans 
gives rise to a prohibited transaction within the meaning of Section 406 of ERISA  or Section 4975 of the 
Internal Revenue Code. 

9.1.28. Reimbursement from Third Party Payors.  The Accounts, after giving effect to 
the Contractual Adjustment Allowance in effect from time to time, have been and will continue to be 
adjusted to reflect reimbursement policies of Third Party Payors.  In particular, Accounts relating to 
such Third Party Payors do not and will not exceed amounts any obligee is entitled to receive under any 
capitation arrangement, fee schedule, discount formula, cost-based reimbursement or other adjustment or 
limitation to its usual charges. 

9.1.29. Licensing, Accreditation and Other Governmental Approvals.  Except to the 
extent that the failure to have or maintain the same is not reasonably likely to have a Material Adverse 
Effect, each Borrower and each of the Subsidiaries has, and is in good standing with respect to, all 
Governmental Approvals necessary to continue to conduct its business as heretofore or proposed to be 
conducted by it and to own or lease and operate its Properties as now owned or leased by it.  Except to the 
extent that the same is not reasonably likely to have a Material Adverse Effect, each Borrower and each 
of the Subsidiaries has, to the extent applicable:  (i) obtained (or been duly assigned) all required 
certificates of need or determinations of need as required by the relevant Governmental Authority for 
the acquisition, construction, expansion of, investment in or operation of its businesses as currently 
operated; (ii) obtained and maintains in good standing all required licenses; (iii) to the extent prudent and 
customary in the industry in which such Person is engaged, obtained and maintains accreditation from 
all generally recognized accrediting agencies; (iv) obtained and maintains Medicaid Certification and 
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Medicare Certification; and (v) entered into and maintains in good standing such Person's 
Medicare Provider Agreement and Medicaid Provider Agreement. 

9.2. Reaffirmation of Representations and Warranties.  Each representation and warranty 
contained in this Agreement and the other DIP Financing Documents shall be deemed to be made on the 
Closing Date and reaffirmed by each Borrower on each day that Borrowers request or are deemed to have 
requested any Loan, Letter of Credit or other extension of credit hereunder, except for changes in the 
nature of a Borrower's or, if applicable, any Subsidiary's business or operations that may occur after the 
date hereof in the Ordinary Course of Business so long as Lender has consented to such changes or such 
changes are not violative of any provision of this Agreement.  Notwithstanding the foregoing, 
representations and warranties which by their terms are applicable only as of a specific date shall be 
deemed made only at and as of such date. 

9.3. Survival of Representations and Warranties.  All representations and warranties of 
Borrowers contained in this Agreement or any of the other DIP Financing Documents shall survive the 
execution, delivery and acceptance thereof by Lender and the parties thereto and the closing of the 
transactions described therein or related thereto. 

SECTION 10. COVENANTS AND CONTINUING AGREEMENTS 

10.1. Affirmative Covenants.  For so long as there is any Commitment outstanding and 
thereafter until Full Payment of the Obligations (other than contingent indemnification obligations for 
which no claim has been made), each Borrower covenants that it shall and shall cause each Subsidiary to: 

10.1.1. Visits and Inspections.  Permit representatives of Lender, but only during normal 
business hours and (except when an Event of Default exists) upon reasonable prior notice to a Borrower, 
to visit the Properties of such Borrower and each of its Subsidiaries to inspect, audit and make extracts 
from such Borrower's and each Subsidiary's books and records, and discuss with its officers, its 
employees and its independent accountants, such Borrower's and each Subsidiary's business, financial 
condition, business prospects and results of operations; provided that Borrowers shall only be required to 
reimburse Lender for such audits and inspections to the extent required by Section 3.2.4.  Lender shall not 
have any duty to make any such inspection and shall not incur any liability by reason of its failure to 
conduct or delay in conducting any such inspection.  Lender shall comply with all applicable privacy laws 
in connection with such investigations and/or audits. 

10.1.2. Notices.  Notify Lender in writing, promptly after a Borrower's obtaining 
knowledge thereof, of:  (i) of the commencement of any litigation affecting any Obligor (other than 
litigation arising in the Chapter 11 Cases), whether or not the claims asserted in such litigation are 
considered by Borrowers to be covered by insurance, and of the institution of any administrative 
proceeding, in each case to the extent that such litigation or proceeding could reasonably be expected to 
have a Material Adverse Effect, provided that notice shall not be required to be given to the extent 
prohibited by Applicable Law; (ii) any material labor dispute to which any Obligor may become a party, 
any pending or threatened strikes or walkouts relating to any of its plants or other facilities, and the 
expiration of any labor contract to which it is a party or by which it is bound; (iii) any material default by 
any Obligor under, or termination of, any note, indenture, loan agreement, mortgage, lease, 
deed, guaranty or other similar agreement relating to any Debt of such Obligor exceeding $1,000,000; 
(iv) the existence of any Default or Event of Default; (v) any judgment against any Obligor in an amount 
exceeding $1,000,000; (vi)  any violation or asserted violation by any Borrower of any Applicable Law 
(including Healthcare Laws, ERISA, OSHA, FLSA, or any Environmental Laws) which could reasonably 
be expected to have a Material Adverse Effect; (vii) any Environmental Release by an Obligor or on any 
Property owned or occupied by an Obligor; (viii) the discharge of Borrowers' independent accountants or 
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any withdrawal of resignation by such independent accountants from their acting in such capacity; (ix) 
any investigation of any Obligor by any Governmental Authority (including the SEC or the U.S. 
Department of Justice); (x) any notice received by an Obligor from HHS, CMS or any other federal or 
state agency relating to the suspension or termination of an Obligor's participation in the Medicare or 
Medicaid program or of payments to such Obligor thereunder; (xi) the incurrence of Debt of the type 
permitted pursuant to Section 10.2.2(x); and (xii) the acquisition or purchase by Borrowers of Post-
Petition Purchase Money Property in any month for an aggregate purchase price in excess of $350,000 or 
in any individual transaction for a purchase price in excess of $350,000. 

10.1.3. Financial and Other Information.  Keep adequate records and books of account 
with respect to its business activities in which proper entries are made reflecting all material financial 
transactions that are necessary to permit preparation of financial statements in accordance with GAAP; 
and cause to be prepared and furnished to Lender the following (all to be prepared in accordance with 
GAAP applied on a consistent basis, unless Borrowers' certified public accountants concur in any change 
therein, such change is disclosed to Lender and is consistent with GAAP ): 

(i) as soon as available, and in any event within 120 days after the close of 
each Fiscal Year audited balance sheets of Borrowers and their respective Subsidiaries as of the 
end of such Fiscal Year and the related statements of income, shareholders' equity and cash flow, 
on a Consolidated basis, certified without an Impermissible Qualification (except for a going 
concern qualification arising solely as a result of the commencement of the Chapter 11 Cases) by 
a firm of independent certified public accountants of recognized national standing selected by 
Borrowers but reasonably acceptable to Lender and setting forth in each case in comparative form 
the corresponding Consolidated figures for the preceding Fiscal Year; 

(ii) as soon as available, and in any event within 30 days after the end of 
each month hereafter (but within 60 days after the last month in a Fiscal Year), unaudited balance 
sheets of Borrowers and their respective Subsidiaries as of the end of such month and the related 
unaudited statements of income and cash flow for such month and for the portion of Borrowers' 
Fiscal Year then elapsed, on a Consolidated basis, setting forth in each case in comparative form 
the corresponding figures for the preceding Fiscal Year and certified by the principal financial 
officer of Borrowers as prepared in accordance with GAAP and fairly presenting in all material 
respects the Consolidated financial position and results of operations of Borrowers and their 
respective Subsidiaries for such month and year-to-date period subject only to changes from audit 
and year-end adjustments and except that such statements need not contain notes; 

(iii) promptly after the sending or filing thereof, as the case may be, copies of 
any proxy statements, financial statements or reports which any Borrower has made generally 
available to its shareholders; copies of any regular, periodic and special reports or registration 
statements or prospectuses which any Borrower files with the SEC or any Governmental 
Authority which may be substituted therefor, or any national securities exchange; and copies of 
any press releases or other statements made available by a Borrower to the public concerning 
material changes to or developments in the business of such Borrower;  

(iv) promptly after the sending or filing thereof, copies of any annual report 
to be filed in accordance with ERISA in connection with each Plan;  

(v) such other data and information (financial or otherwise) as Lender, from 
time to time, may reasonably request, bearing upon or related to the Collateral or the financial 
condition or results of operations of Borrowers and their respective Subsidiaries;  
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(vi) promptly after delivery thereof to the U.S. Trustee or any examiner 
appointed in the Chapter 11 Cases, a copy of each report delivered to the U.S. Trustee or such 
examiner; and 

(vii) promptly after any Borrower's obtaining knowledge thereof: 

(A) (I) any pleading filed with the Court seeking relief from 
the automatic stay or conversion or dismissal of the Chapter 11 Cases, (II) any 
written offer or other written expression of interest from any Person to purchase 
any material part of the Collateral, and (III) any proposed sale of any of the 
Collateral (including with such notice copies of drafts of all instruments and 
agreements applicable to any such sale), which shall specify the identity of the 
proposed purchaser, the terms of the proposed sale and the expected date of 
closing, subject to Court approval; and 

(B) Copies of all pleadings, motions, reports, applications 
and other papers filed by any Borrower with the Court as well as copies of all 
billing and expense statements received from any Professional Person.  
Borrowers shall include counsel for Lender on any "Special Notice List" or other 
similar list of parties to be served with papers in the Chapter 11 Cases. 

The timely delivery by Borrowers to Lender of the annual report on form 10-K for Parent and its 
Consolidated Subsidiaries shall satisfy Borrowers' obligations under Section 10.1.3(i) above, provided 
that such form 10-K satisfies all of the requirements of Section 10.1.3(i).  Concurrently with the delivery 
of the financial statements described in clause (i) of this Section 10.1.3, Borrowers shall deliver to Lender 
a copy of the accountants' letter to Borrowers' management that is prepared in connection with such 
financial statements.   

10.1.4. Off-Site Data Storage.  Store duplicate or back-up copies of Borrowers' billing 
records, updated daily, at an off-site facility. 

10.1.5. Reserved.   

10.1.6. Taxes.  Pay and discharge all material Taxes prior to the date on which such 
Taxes become delinquent or penalties attach thereto, except and to the extent only that such Taxes are 
being Properly Contested. 

10.1.7. Compliance with Laws.  Comply with (a) each Financing Order and all other 
orders entered by the Court in the Chapter 11 Cases and (b) all Applicable Law, including the Bankruptcy 
Code, the Federal Rules of Bankruptcy Procedure, ERISA, all Healthcare Laws, all Environmental Laws, 
FLSA, OSHA, Anti-Terrorism Laws and all laws, statutes, regulations and ordinances regarding the 
collection, payment and deposit of Taxes, and obtain and keep in force any and all Governmental 
Approvals necessary to the ownership of its Properties or to the conduct of its business, in each case to the 
extent that any such failure to comply, obtain or keep in force could be reasonably expected to have a 
Material Adverse Effect.  Without limiting the generality of the foregoing, if any Environmental Release 
shall occur at or on any of the owned real Property of any Borrower or any of its Subsidiaries, Borrowers 
shall, or shall cause the applicable Subsidiary to, act promptly and diligently to investigate the extent of, 
and to make appropriate remedial action to eliminate, such Environmental Release, whether or not 
ordered or otherwise directed to do so by any Governmental Authority. 
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10.1.8. Insurance.  Maintain with its current insurers or with other financially sound and 
reputable insurers having a minimum financial guideline of AM Best rating of A- VII, (i) insurance with 
respect to its Properties and business against such casualties and contingencies of such type (including 
product liability, workers' compensation, larceny, embezzlement, or other criminal misappropriation 
insurance) and in such amounts and with such coverages, limits and deductibles as is customary in the 
business of such Borrower or such Subsidiary and (ii) business interruption insurance in an amount not 
less than $25,000,000.  

10.1.9 Budget.   

(a) Comply with the terms of the Budget such that on the Friday of each week, 
(i) the cash collections received by Borrowers shall not be less than 85% of the amount specified as "total 
cash receipts" in the Budget for the Applicable Budget Period, and (ii) the cash disbursements made by 
Borrowers shall not exceed 115% of the amount specified as "total cash disbursements" in the Budget for 
the Applicable Budget Period. 

(b) On or before the close of business on the 3rd Business Day of each week, deliver 
to Lender a Compliance Certificate (and, at Borrowers' discretion, an updated Budget) as of the Friday 
immediately preceding the 3rd Business Day of such week by submitting to Lender comparisons of 
budgeted to actual financial performance as well as supplemental Budgets to include the entire DIP Term, 
all of which Budgets must (i) demonstrate that Borrowers will have positive Availability at all times, and 
(ii) be reasonably acceptable in substance to Lender. 

(c) On or before January 31, 2011, deliver to Lender an updated Budget through the 
last day of the DIP Term.  

10.1.10 Notice to Lender Regarding Plan Option or Sale Option.  On or before 
January 15, 2011, provide written notice to Lender informing Lender of Borrowers' election to pursue 
either the Plan Option or the Sale Option.   

10.1.11 Compliance with Plan Benchmarks or Sale Benchmarks.  Pursuant to Borrowers' 
election to pursue either the Plan Option or the Sale Option, as set forth in Section 10.1.10 of this 
Agreement, Borrowers shall comply with the Plan Benchmarks or the Sale Benchmarks, as applicable. 

10.2. Negative Covenants.  For so long as there is any Commitment outstanding and thereafter 
until Full Payment of the Obligations (other than contingent indemnification obligations for which no 
claim has been made), each Borrower covenants that it shall not and shall not permit any of its 
Subsidiaries to: 

10.2.1. Fundamental Changes.  Merge, reorganize, consolidate or amalgamate with 
any Person, or liquidate, wind up its affairs or dissolve itself, in each case whether in a single transaction 
or in a series of related transactions, except (i) any Subsidiary which is not an Obligor may be merged or 
consolidated with or into any other Subsidiary that is not an Obligor, (ii) subject to the approval of the 
Court, any Obligor may be merged or consolidated with or into any other Obligor, (iii) any Subsidiary 
that is not an Obligor may be merged with or consolidated into any Person, and (iv) any Subsidiary that is 
not an Obligor may dissolve, liquidate or wind up its affairs at any time provided that such dissolution, 
liquidation or winding up, as applicable, could not reasonably be expected to have a Material Adverse 
Effect.  Nothing herein will affect the right of Pre-Petition Agent or Lender to give, or withhold, its 
consent to any proposed sale or other disposition of Collateral. 
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10.2.2. Permitted Debt.  Create, incur, assume, guarantee or suffer to exist any Debt, 
except: 

(i) the Obligations; 

(ii) Debt existing on the Petition Date; 

(iii) Permitted Purchase Money Debt; 

(iv) Permitted Contingent Obligations; 

(v) Debt of any Person that is in existence at the time that it becomes or is 
consolidated into or merged with a Subsidiary of such Borrower or that is secured by any asset 
acquired by any Borrower or any Subsidiary at the time of any such acquisition, provided that 
such Debt is not incurred in contemplation of such Person becoming a Subsidiary or such 
acquisition of such asset by any Borrower or any of its Subsidiaries, as the case may be; 

(vi) Debt of an Obligor to any other Obligor or a Subsidiary that is not an 
Obligor; 

(vii) Debt of a Subsidiary that is not an Obligor to another Subsidiary that is 
not an Obligor; 

(viii) Debt arising from the honoring by a bank or other financial institution of 
a check, draft or similar instrument drawn against insufficient funds in the Ordinary Course of 
Business, provided that such Debt is extinguished within 5 Business Days of its incurrence; 

(ix) Hedging Agreements entered into in the Ordinary Course of Business 
and not for speculative purposes; 

(x) Debt of a Borrower and its Subsidiaries in respect of performance bonds, 
bid bonds, appeal bonds, surety bonds, bankers' acceptances and similar obligations and trade-
related letters of credit, in each case provided that such Debt is incurred in the Ordinary Course of 
Business and not in connection with Debt for Money Borrowed, including those incurred to 
secure health, safety and environmental obligations in the Ordinary Course of Business; 

(xi) Debt arising from agreements of a Borrower or any Subsidiary of a 
Borrower providing for indemnification, adjustment of purchase price, earn-outs or similar 
obligations, in each case, incurred or assumed in connection with the acquisition of any business, 
assets or a Subsidiary of a Borrower, other than guarantees of Debt incurred by any Person 
acquiring all or any portion of such business, assets or a Subsidiary of a Borrower for the purpose 
of financing such acquisition; 

(xii) Debt incurred by a Subsidiary that is not an Obligor which is non-
recourse to the Obligors; 

(xiii) Debt incurred by a Borrower or any Subsidiary thereof to finance the 
payment of insurance premiums; 

(xiv) Debt of InSight Health under the Senior Notes up to an aggregate 
principal amount of $315,000,000; 
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(xv) Debt that is not included in any of the preceding paragraphs of this 
Section 10.2.2, is not secured by a Lien and does not exceed at any time, in the aggregate, the 
sum of $30,000,000 as to all Borrowers and all of their Subsidiaries;  

(xvi) Reserved; 

(xvii) claims against a Borrower in existence on the Petition Date to the extent 
not incurred in violation of the Pre-Petition Loan Agreement; and 

(xviii) Debt (other than Debt for Money Borrowed) incurred in the Ordinary 
Course of Business of a Borrower during the Chapter 11 Cases, including Professional Expenses, 
so long as such Debt is not past due and payable (other than as required by the Court) and is not 
secured by a Lien that is not permitted pursuant to Section 10.2.4 of this Agreement. 

10.2.3. Affiliate Transactions.  Enter into, or be a party to any transaction with any 
Affiliate, except:  (i) the transactions contemplated by the DIP Financing Documents; (ii) payment of 
reasonable compensation to officers and employees for services actually rendered to Borrowers or their 
respective Subsidiaries; (iii) payment of customary directors' fees and indemnities and reimbursements 
paid to directors of Parent and its Subsidiaries; (iv) the issuance or sale of Equity Interests of Parent (and 
the exercise of any warrants, options or other rights to acquire Equity Interests of Parent), to the extent not 
prohibited in this Agreement, (v) transactions between Borrowers, between or among any Borrower and 
any Guarantor or between and among Obligors (other than Parent), (vi) transactions existing prior to the 
date hereof (and renewals or replacements thereof on terms, in each case taken as a whole, not more 
disadvantageous to the applicable Obligor or Subsidiary); (vii) transactions expressly permitted under this 
Agreement; and (viii) transactions with Affiliates in the Ordinary Course of Business and pursuant to the 
reasonable requirements of such Borrower's or such Subsidiary's business and upon fair and reasonable 
terms that are fully disclosed to Lender and are no less favorable to such Borrower or such Subsidiary 
than such Borrower or such Subsidiary would obtain in a comparable arm's length transaction with a 
Person not an Affiliate or stockholder of such Borrower or such Subsidiary. 

10.2.4. Limitation on Liens.  Create or suffer to exist any Lien upon any of its Property, 
income or profits, whether now owned or hereafter acquired, except the following (collectively, 
"Permitted Liens"): 

(i) Liens granted to Pre-Petition Agent under the Pre-Petition Loan 
Documents with respect to Collateral in existence on the Petition Date and the proceeds thereof, as well as 
Liens granted to Pre-Petition Agent as adequate protection under the Financing Orders; 

(ii) Liens at any time granted to secure the Obligations; 

(iii) Liens for Taxes (excluding any Lien imposed pursuant to any of 
the provisions of ERISA) not yet due or delinquent or being Properly Contested; 

(iv) statutory Liens of landlords, carriers, warehousemen, mechanics, 
materialmen and suppliers and other Liens imposed by Applicable Law (excluding any Lien for 
Taxes but including any Lien imposed pursuant to any of the provisions of ERISA) arising in the 
Ordinary Course of Business of a Borrower or a Subsidiary, but only if and for so long as (x) 
payment in respect of any such Lien is not overdue for a period of more than 30 days or 
the obligations secured by any such Liens are being Properly Contested and (y) such Liens do not 
materially detract from the value of the Property of such Borrower or such Subsidiary, taken as a 
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whole, and do not materially impair the use thereof in the operation of Borrowers' and their 
Subsidiaries' business, taken as a whole; 

(v) Purchase Money Liens securing Permitted Purchase Money Debt; 

(vi) Liens securing Debt of a Subsidiary of a Borrower to another Borrower 
or to another such Subsidiary; 

(vii) Liens arising by virtue of the rendition, entry or issuance against such 
Borrower or any of its Subsidiaries, or any Property of such Borrower or any of its Subsidiaries, 
of any judgment, writ, order, or decree for an amount that exceeds, individually or in the 
aggregate, $25,000 for so long as each Lien (a) is in existence for less than 30 consecutive days 
after it first arises or is being Properly Contested and (b) is at all times junior in priority to any 
Liens in favor of Lender; 

(viii) Liens incurred or deposits made in the Ordinary Course of Business to 
secure the performance of tenders, bids, leases, contracts (other than for the repayment of Money 
Borrowed), statutory obligations, performance and return of money bonds and other similar 
obligations or arising as a result of progress payments under government contracts, provided that, 
to the extent any such Liens attach to any of the Collateral, such Liens are at all times subordinate 
and junior to the Liens upon the Collateral in favor of Lender; 

(ix) easements, rights-of-way, restrictions, covenants or other agreements of 
record and other similar charges or encumbrances on real Property of such Borrower or any of its 
Subsidiaries that do not secure any monetary obligation and do not interfere with the ordinary 
conduct of the business of the Borrowers and their Subsidiaries, taken as a whole; 

(x) normal and customary rights of setoff upon deposits of cash in favor of 
banks and other depository institutions and Liens of a collecting bank arising under the UCC on 
checks and other items of payment in the course of collection; 

(xi) Liens to secure the Senior Notes on the Property of Borrowers that 
secures the Senior Notes and Liens granted to the holders of the Senior Notes as adequate 
protection in the Chapter 11 Cases, in each case only to the extent that such Liens do not attach to 
or encumber any of the Collateral; 

(xii) such other Liens as appear on Schedule 10.2.4, to the extent provided 
therein (and renewals, replacements, refinancings and extensions thereof to the extent not prohibited 
under this Agreement), provided that no such Lien shall at any time be extended to or cover any 
Property other than the Property subject thereto on the Petition Date;  

(xiii) pledges or deposits in the Ordinary Course of Business in connection 
with workers’ compensation, unemployment insurance and other social security legislation, other 
than any Lien imposed by ERISA; 

(xiv) Liens on Property of a Person existing at the time such Person is 
acquired or merged with or into or consolidated with an Obligor or Subsidiary thereof to the 
extent permitted hereunder (and not created in anticipation or contemplation thereof), provided 
that such Liens do not extend to Property not subject to such Liens at the time of acquisition 
(other than improvements thereon) and are no more favorable to the lienholders than such 
existing Lien; 
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(xv) any interest or title of a lessor under any lease entered into by a Borrower 
or any Subsidiary thereof in the Ordinary Course of Business; 

(xvi) Liens solely on any cash earnest money deposits made by a Borrower or 
any Subsidiary thereof in connection with any letter of intent or purchase agreement permitted 
hereunder; 

(xvii) Liens in favor of customs and revenue authorities arising as a matter of 
Applicable Law to secure payment of customs duties in connection with the importation of 
Goods; 

(xviii) Liens of sellers of Goods to a Borrower and any of its Subsidiaries 
arising under Article 2 of the Uniform Commercial Code or similar provisions of Applicable Law 
in the Ordinary Course of Business, covering only the Goods sold and securing only the unpaid 
purchase price for such Goods and related expenses; 

(xix) to the extent constituting a Lien, Retained Rights;  

(xx) Liens on insurance policies and the proceeds thereof securing the 
financing of the premiums with respect thereto to the extent permitted hereunder;  

(xxi) Liens on Property other than the Collateral not otherwise permitted by 
this Section so long as the aggregate outstanding principal amount of Debt secured thereby does 
not exceed $3,000,000 at any time; and  

(xxii) Liens to secure Adequate Protection Claims, to the extent permitted by 
the Court and, if with respect to Collateral, provided they are subordinate to the Liens of Lender. 

The foregoing negative pledge shall not apply to any Margin Stock to the extent that the application of 
such negative pledge to such Margin Stock would require filings or other actions by Lender under 
Regulation U or other regulations of the Board of Governors, or otherwise result in a violation of 
any such regulations. 

10.2.5. Restrictions on Payment of Certain Debt.  Make any payments with respect to 
any (a) Pre-Petition Debt or other claims arising prior to the Petition Date against any Borrower, except as 
expressly approved by an order of the Court, or (b) Subordinated Debt other than payment of regularly 
scheduled installments of principal and interest and fees and other charges when required to be paid by 
any instrument or agreement evidencing such Subordinated Debt, but in each case only to the extent that 
payment thereof is not violative of any subordination agreement relating to such Subordinated Debt and is 
approved by the Court.  

10.2.6. Distributions.  Declare or make any Distributions, except for Upstream 
Payments. 

10.2.7.   Disposition of Assets.  Make any Asset Disposition other than a Permitted Asset 
Disposition. 

10.2.8.   Restricted Investments.  Make or have any Restricted Investment. 

10.2.9.   Tax Consolidation.  File or consent to the filing of any consolidated income tax 
return with any Person other than Parent, InSight Health or any of their respective Subsidiaries. 
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10.2.10.   Accounting Changes.  Establish a fiscal year different from the Fiscal Year. 

10.2.11.   Organic Documents.  Amend, modify or otherwise change any of the terms or 
provisions in any of its Organic Documents as in effect on the date hereof, except for changes that do not 
affect in any way (i) such Borrower's or any of its Subsidiaries' right and authority to enter into and 
perform the DIP Financing Documents to which it is a party, (ii) the perfection of Lender's Liens in any 
Collateral, or (iii) the authority or obligation of an Obligor to pay or perform any of the Obligations. 

10.2.12.   Restrictive Agreements.  Enter into or become a party to any Restrictive 
Agreement, other than a Permitted Restrictive Agreement. 

10.2.13.   Hedging Agreements.  Enter into any Hedging Agreement, other than Hedging 
Agreements entered into in the Ordinary Course of Business to hedge or mitigate risks to which any 
Borrower or any Subsidiary is exposed in the conduct of its business or the management of its liabilities 
and not for any speculative purpose. 

10.2.14.   Anti-Terrorism Laws.  Conduct any business or engage in any transaction or 
dealing with any Blocked Person (as defined in Section 9.1.25(ii)), including making or receiving any 
contribution of funds, goods or services to or for the benefit of any Blocked Person; deal in, or otherwise 
engage in any transaction relating to, any property or interests in property blocked pursuant to Executive 
Order No. 13224; or engage in on conspire to engage in any transaction that evades or avoids, or has the 
purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in Executive Order 
No. 13224 or the USA Patriot Act.  Borrowers shall deliver to Lender any certification or other evidence 
requested from time to time by Lender, in its discretion, confirming each Borrower's compliance with this 
Section 10.2.14. 

10.2.15.   Conduct of Business.  Engage in any business other than the business engaged 
in by it on the Petition Date and any business or activities which are substantially similar, related or 
incidental thereto and reasonable extensions thereof. 

10.2.16.   Multiemployer Plans.  Become, or permit any Subsidiary to become a party to a 
Multiemployer Plan. 

10.2.17.   Amendments to Senior Note Indenture.  Amend, modify or supplement, or 
permit any Subsidiary to amend, modify or supplement (or consent to any amendment, modification or 
supplement of) any of the Senior Note Documents if such amendment, modification or supplement 
provides for any of the following or has any of the following effects: 

(i) increases the overall principal amount of any Debt evidenced by any of 
the Senior Notes or increases the amount of any single scheduled installment of principal or 
interest in excess of amounts otherwise permitted under this Agreement;  

(ii) shortens or accelerates the date upon which any installment of principal 
or interest becomes due under the Senior Notes or adds any additional redemption or pre-payment 
provisions;  

(iii) shortens the final maturity date of such Debt or otherwise accelerates the 
amortization schedule with respect to such Debt;  

(iv) increases the rate of interest accruing in respect of the principal amount 
of such Debt;  
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(v) provides for the payment of additional fees or increases the amount of 
existing fees with respect to such Debt;  

(vi) amends or modifies any financial or negative covenant (or a covenant 
that prohibits or restricts a Borrower or any of its Subsidiaries from taking certain actions) in a 
manner which is more onerous or more restrictive in any material respect to such Borrower or 
such Subsidiary or that is otherwise materially adverse to such Borrower or its Subsidiaries or 
Lender, or, in the case of adding covenants, that places material additional restriction on such 
Borrower or such Subsidiary or that requires such Borrower or such Subsidiary to comply with 
more restrictive financial ratios or requires such Borrower to better its financial performance from 
that set forth in the existing financial covenants (taking into account, the aggregate adjustments, if 
any, to the thresholds and exceptions applicable thereto on a covenant-by-covenant basis); 

(vii) results in any of the DIP Financing Documents not constituting a "Credit 
Agreement" under the Senior Note Documents; or 

(viii) amends, modifies or adds any affirmative covenant in a manner which, 
when taken as a whole, is materially adverse to a Borrower or its Subsidiaries or Lender. 

10.2.18.   Modifications to Financing Orders.  Seek or consent to any amendment, 
supplement or any other modification of any of the terms of the Financing Orders without the prior 
written consent of Lender. 

10.2.19.   Filing of Motions or Applications.  Without the prior written consent of Lender, 
apply to the Court for authority to (a) take any action that is prohibited by the terms of any of the DIP 
Financing Documents, (b) refrain from taking any action that is required to be taken by the terms of any 
of the DIP Financing Documents or the Financing Orders or (c) permit any Debt, claim or Lien to be pari 
passu with or senior to any of the Obligations or Liens in favor of Lender. 

10.3. Filing of Plan.  Obligors shall file (as sole proponents or jointly with one or more 
Committees), on or before the termination of Obligors' exclusivity under Section 1121 of the Bankruptcy 
Code and, in all events, within 120 days after the Petition Date, a Reorganization Plan which shall 
provide, among other things, for the Full Payment on the effective date of all Obligations and, to the 
extent not otherwise fully paid, the Pre-Petition Debt, including the Cash Collateralization of all of 
Obligors' outstanding contingent obligations with respect to Pre-Petition LCs, Letters of Credit and 
Banking Relationship Debt (including repayment in the form of refinancing thereof pursuant to exit 
financing provided by Lender); for the allowance of the Pre-Petition Debt as a fully secured claim; for a 
and a full and complete release of any and all Claims that any Obligor or the Estate of any Obligor might 
have or assert against Lender, in its capacity as Pre-Petition Agent or Pre-Petition Lender or any "issuing 
bank" under the Pre-Petition Loan Agreement, that arise under any provision in Chapter 5 of the 
Bankruptcy Code and have not been asserted during the pendency of the Chapter 11 Cases; and which 
shall contain such other terms and conditions as are reasonably acceptable to Pre-Petition Agent and 
Lender  . 

SECTION 11. CONDITIONS PRECEDENT 

11.1. Conditions Precedent to Initial Credit Extensions.  Lender shall not be required to 
fund any Loan requested by Borrowers on the Closing Date or otherwise to extend credit to Borrowers on 
the Closing Date, and Lender shall have no obligation to issue any Letter of Credit on the Closing Date, 
unless each of the following conditions has been satisfied, no later than 10 days after the Petition Date: 
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11.1.1. DIP Financing Documents.  Each of this Agreement and the other DIP Financing 
Documents shall have been duly executed and delivered to Lender by each of the signatories thereto. 

11.1.2. Dates.  The Chapter 11 Cases shall have commenced on or before December 10, 
2010, and the closing of the transactions contemplated by this Agreement occurs on or before the Closing 
Date. 

11.1.3.  Absence of Default or Event of Default.  The absence of any Default or Event of 
Default under the this Agreement or the other DIP Financing Documents. 

11.1.4. Representations and Warranties.  All representations and warranties made by 
Borrowers under this Agreement and the other DIP Financing Documents are true and correct in all 
material respects as if made on the Closing Date and on the date of each request for a Loan, except to the 
extent such representations or warranties relate solely to an earlier date (in which case, they shall be true 
and correct in all material respects as of such earlier date). 

11.1.5. Legal Opinions.  Lender shall have received the favorable written legal opinions 
of Borrowers' and Guarantors' counsel with respect to the due authorization, execution and delivery of the 
DIP Financing Documents by those Borrowers and Guarantors organized under the laws of New York or 
Delaware, the validity and enforceability of the DIP Financing Documents (with customary exceptions 
and qualifications) under New York law and such other matters as may be reasonably required by Lender 
(excluding, in any event, any opinions with respect to the creation or perfection of security interests). 

11.1.6. Reserved.   

11.1.7. Reserved. 

11.1.8. Fees and Expenses.  Borrowers shall have paid to Lender (or made adequate 
provision for the payment on the Closing Date of) all fees and expenses payable to Lender on or before 
the Closing Date pursuant to this Agreement or any of the other DIP Financing Documents and the 
transactions contemplated thereby (and, in the case of expenses, as and to the extent invoiced), including 
the closing fee set forth in Section 3.2.1 of this Agreement. 

11.1.9. Organic Documents.  Lender shall have received copies of the Organic 
Documents of each Chapter 11 Debtor, and all amendments thereto, certified by the Secretary of State or 
other appropriate official of the jurisdiction of such Chapter 11 Debtor's organization. 

11.1.10.   Financial Statements. Lender shall have received, reviewed and found 
acceptable all financial statements as of September 30, 2010, a Budget, and such additional financial 
statements as Lender shall reasonably require. 

11.1.11.   Borrowing Base Certificates.  Lender shall have received the Borrowing Base 
Certificate to be delivered pursuant to Section 8.4(a) of this Agreement. 

11.1.12.   Other Proceedings. All proceedings taken in connection with the execution 
of the DIP Financing Documents and approval thereof by the Court (including the nature, scope and 
extent of notices to interested parties with respect to all hearings related to this Agreement) shall be 
reasonably satisfactory in form, scope, and substance to Lender. 

11.1.13.   Liens.  Lender shall have received evidence reasonably satisfactory to Lender 
that there are no other Liens upon any Collateral except for Permitted Liens. 
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11.1.14.   LC Conditions. With respect to the issuance of any Letter of Credit on the 
Closing Date, each of the LC Conditions is satisfied. 

11.1.15 Reserved. 

11.1.16 Court Orders.  Lender shall have reviewed and found acceptable an order 
providing for joint administration of Borrowers' Chapter 11 Cases, the Interim Financing Order, and all 
"first day” orders that, in Lender's reasonable judgment, may have an impact on the Liens of or Debt 
owing to Lender, Pre-Petition Agent and Pre-Petition Lenders, including the Cash Management Order, 
and all such orders shall have been entered  by the Court. 

11.1.17 No Material Adverse Change.  Except solely as a result of the filing of the 
Chapter 11 Cases, since September 30, 2010, there has occurred no change in the business or financial 
condition of Borrowers, taken as a whole, that has had or could reasonably be expected to have a Material 
Adverse Effect. 

11.1.20 Reserved.   

11.1.21 Exclusivity.  The Court shall not have entered any order terminating any of 
Borrowers' exclusive time periods under Section 1121 of the Bankruptcy Code within which to file a 
Reorganization Plan. 

11.1.22 Budget.  Lender shall have reviewed and approved the Budget and the 
reasonableness of all projections therein of expenses and collections. 

11.2. Conditions Precedent to All Credit Extensions.  Lender shall not be required to fund 
any Loans or otherwise extend any credit to or for the benefit of Borrowers, and Lender shall have no 
obligation to issue any Letter of Credit, unless and until each of the following conditions has been and 
continues to be satisfied: 

11.2.1. No Defaults.  No Default or Event of Default exists at the time, or would result 
from the funding, of any Loan or other extension of credit. 

11.2.2. Representations and Warranties.  Each of the representations and warranties by 
an Obligor in any of the DIP Financing Documents (including any representations and warranties in any 
certificate furnished at any time in connection herewith) are true and correct in all material respects on 
and as of the date of each extension of credit hereunder (except for those representations or warranties 
which expressly relate to an earlier date, in which case, such representations or warranties are true and 
correct in all material respects as of such earlier date). 

11.2.3. No Litigation.  Except for the Chapter 11 Cases, no action, proceeding, 
investigation, regulation or legislation shall have been instituted, threatened or proposed before any court, 
governmental agency or legislative body to enjoin, restrain or prohibit, or to obtain damages in respect of, 
or which is related to or arises out of, this Agreement or any of the other DIP Financing Documents or the 
consummation of the transactions contemplated hereby or thereby. 

11.2.4. No Material Adverse Effect.  No event shall have occurred and no condition shall 
exist which has or could be reasonably expected to have a Material Adverse Effect. 

11.2.5. Borrowing Base Certificate.  Lender shall have received each Borrowing Base 
Certificate then required by the terms of this Agreement. 
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11.2.6. LC Conditions.  With respect to the issuance of any Letter of Credit after 
the Closing Date, each of the LC Conditions is satisfied. 

11.2.7 Hearing on the Final Financing Order.  With respect to all Revolver Loans 
requested after the expiration of the Interim Period, following proper notice and a hearing thereon, the 
final hearing on the motion requesting the Court's approval of the Final Financing Order shall have been 
held on or before the date that is forty-five (45) days after the Interim Financing Order is entered by the 
Court, with the presentation of evidence and the resolution of any objections to such motion or the 
proposed Final Financing Order in a manner reasonably satisfactory to Lender, and the Final Financing 
Order shall have been entered, shall be in full force and effect and shall not have been vacated, reversed, 
modified, amended or stayed without the prior written consent of Lender. 

11.3. Limited Waiver of Conditions Precedent.  If Lender shall make any Loan or otherwise 
extend any credit to Borrowers under this Agreement at a time when any of the foregoing conditions 
precedent are not satisfied (regardless of whether the failure of satisfaction of any such conditions 
precedent was known or unknown to Lender), the funding of such Loan or other extension of credit shall 
not operate as a waiver of the right of Lender to insist upon the satisfaction of all conditions precedent 
with respect to each subsequent Borrowing requested by Borrowers or a waiver of any Event of Default 
as a consequence of the failure of any such conditions to be satisfied, unless Lender, in writing waives 
the satisfaction of any condition precedent, in which event such waiver shall only be applicable for 
the specific instance given and only to the extent and for the period of time expressly stated in such 
written waiver. 

SECTION 12. EVENTS OF DEFAULT; REMEDIES ON DEFAULT 

12.1. Events of Default.  The occurrence or existence of any one or more of the following 
events or conditions shall constitute an "Event of Default" (each of which Events of Default shall be 
deemed to exist unless and until waived by Lender in writing): 

12.1.1. Payment of Obligations.  A Borrower fails to pay any Obligations when due 
(whether at stated maturity, on demand, upon acceleration or otherwise). 

12.1.2. Misrepresentations.  Any representation, warranty or other written statement to 
Lender by or on behalf of any Obligor, whether made in or furnished in compliance with or in reference 
to any of the DIP Financing Documents (including any representation made in any Borrowing Base 
Certificate), proves to have been false or misleading in any material respect when made or furnished or 
when reaffirmed pursuant to Section 9.2. 

12.1.3. Breach of Specific Covenants.  Any Borrower shall fail or neglect to perform, 
keep or observe any covenant contained in Sections 7.6, 8.2.5, 8.2.6, 10.1.1, 10.1.6, or 10.2 on the date 
that such Borrower is required to perform, keep or observe such covenant. 

12.1.4. Breach of Other Covenants.  Any Obligor shall fail or neglect to perform, keep or 
observe any covenant contained in this Agreement (other than a covenant which is dealt with specifically 
elsewhere in Section 12.1) or any other DIP Financing Document and the breach of such other covenant 
is not cured within 30 days after the sooner to occur of any Senior Officer's receipt of notice of such 
breach from Lender or the date on which such failure or neglect first becomes known to any Senior 
Officer. 

12.1.5. Bankruptcy Defaults.  Any Obligor shall fail to comply with any of the 
provisions of the Financing Orders; a trustee shall be appointed in the Chapter 11 Cases; an examiner 
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shall be appointed in the Chapter 11 Cases with enlarged powers (powers beyond those set forth in 
Section 1106(a)(3) and (4) of the Bankruptcy Code) under Section 1106(b) of the Bankruptcy Code; any 
Chapter 11 Case shall be dismissed or converted to a case under Chapter 7 or a motion for any such 
dismissal or conversion shall be filed by any Obligor; confirmation of a Reorganization Plan in the 
Chapter 11 Case, other than one providing for Full Payment of all of the Pre-Petition Debt and of 
obligations under the DIP Facility; a Confirmation Order shall be entered with respect to a Reorganization 
Plan (regardless of the proponent of such Reorganization Plan) if such Reorganization Plan is not an 
Acceptable Plan; there shall be filed by any Obligor any motion to sell all or a substantial part of the 
Collateral on terms that are not acceptable to Lender in its sole and absolute discretion, unless such sale 
shall result at the closing thereof in the Full Payment, in cash, of the Obligations and the Pre-Petition 
Debt; any substantial part of any Obligor's assets, other than the Collateral, shall be sold by such and, as a 
consequence of such sale, such Obligor is not able to continue its business operations in substantially the 
same manner as was conducted by it prior to such sale; any Obligor shall file any motion to alter, amend, 
vacate, supplement, modify, or reconsider, in any respect, either of the Financing Orders or, without 
Lender's prior written consent, either of the Financing Orders is amended, vacated, stayed, reversed or 
otherwise modified, whether on appeal or otherwise; the Court shall enter an order granting to any Person 
other than Lender relief from the automatic stay to foreclose upon a Lien with respect to any Collateral, 
provided that (i) Lender has a first priority Lien on such Collateral or (ii) such relief from stay could not 
reasonably be expected to have a Material Adverse Effect on the ongoing business operations or financial 
performance of Obligors; an order shall be entered for the substantive consolidation of the Estates of 
Obligors with any other Person; no Borrower shall have sufficient Availability on any date to pay, or shall 
otherwise fail to pay as and when due and payable, all costs and expenses of administration that are 
incurred by Borrowers in the Chapter 11 Cases that are due and payable on such date; the filing of any 
motion or other request with the Court seeking authority to use any cash proceeds of the Collateral or to 
obtain any financing under Section 364(d) of the Bankruptcy Code secured by a priming Lien, or Lien of 
equal priority with Lender's Liens, upon any Collateral, in each case without Lender's prior written 
consent; an application shall be filed by any Obligor for the approval of any superpriority claim in the 
Chapter 11 Cases that is pari passu with or senior to the Obligations or any of the Pre-Petition Debt or 
there shall arise or be granted any such pari passu or superpriority claim; any Obligor shall file any 
action, suit or other proceeding or contested matter challenging the validity, perfection or priority of any 
Liens of Lender securing the Pre-Petition Debt, or the validity or enforceability of any of the Pre-Petition 
Loan Documents, or asserting any Avoidance Claim against Lender or seeking to recover any monetary 
damages from Lender; or, without Lender's consent, any Obligor shall discontinue or suspend all or any 
material part of its business operations or commence an orderly wind-down or liquidation of any material 
part of the Collateral.  Notwithstanding anything in this Agreement to the contrary, Borrowers' failure to 
comply with the Plan Benchmarks or the Sale Benchmarks, as applicable, shall not constitute an Event of 
Default under this Agreement. 

12.1.6. Business Disruption.  There shall occur a cessation of a substantial part of the 
business of any Obligor for a period which could be reasonably expected to have a Material Adverse 
Effect; or any Obligor shall suffer the loss or revocation of any license or permit now held or hereafter 
acquired by such Obligor which could reasonably be expected to have a Material Adverse Effect; or any 
Obligor shall be enjoined, restrained or in any way prevented by court, governmental or administrative 
order from conducting all or any material part of its business affairs which could reasonably be expected 
to have a Material Adverse Effect. 

12.1.7. ERISA.  A Reportable Event shall occur which Lender, in its reasonable 
discretion, shall determine constitutes grounds for the termination by the Pension Benefit Guaranty 
Corporation of any Plan or for the appointment by the appropriate United States district court of a trustee 
for any Plan, or if any Plan shall be terminated or any such trustee shall be requested or appointed, or 
if any Borrower, any Subsidiary or any Obligor is in "default" (as defined in Section 4219(c)(5) of 
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ERISA) with respect to payments to a Plan resulting from such Borrower's, such Subsidiary's or 
such Obligor's complete or partial withdrawal from such Plan, in each case to the extent such occurrence 
could reasonably be expected to have a Material Adverse Effect. 

12.1.8. Challenge to or Insufficiency of DIP Financing Documents.  Any Obligor or 
any of its Affiliates shall challenge or contest (or support the challenge or contest of others) in any action, 
suit or proceeding the validity or enforceability of any of the DIP Financing Documents, the legality or 
enforceability of any of the Obligations or the perfection or priority of any Lien granted to Lender, or any 
of the DIP Financing Documents ceases to be in full force or effect for any reason other than a full or 
partial waiver or release by Lender in accordance with the terms thereof. 

12.1.9. Judgment.  One or more judgments or orders for the payment of money in an 
amount that exceeds, individually or in the aggregate, $1,000,000 (other than amounts covered by (x) 
insurance for which the insurer thereof has been notified of such claim and has not challenged such 
coverage or (y) valid third party indemnifications for which the indemnifying party thereof has been 
notified of such claim and has not challenged such indemnification) shall be entered against any Borrower 
or any other Obligor and (i) enforcement proceedings shall have been commenced by any creditor upon 
such judgment or order, (ii) there shall be any period of 30 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 (iii) results in the creation or imposition of a Lien upon any of the Collateral that is not a Permitted 
Lien. 

12.1.10. Repudiation of or Default Under Guaranty.  Any Guarantor shall revoke or 
attempt to revoke the Guaranty signed by such Guarantor or shall repudiate such Guarantor's liability 
thereunder.   

12.1.11. Criminal Forfeiture.  Any Obligor is criminally indicted or convicted for (i) a 
felony committed in the conducted of the business of such Obligor or (ii) any state or federal law 
(including the Controlled Substances Act, the Money Laundering Control Act of 1986, and the Illegal 
Exportation of War Materials Act) that could lead to a forfeiture of any material (as determined by Lender 
in the exercise of its discretion) Collateral. 

12.1.12. Change of Control.  A Change of Control shall occur. 

12.1.13. Loss of Certification.  Any Medicaid Certification or Medicare Certification of 
a Borrower, or any physician, medical professional corporation or other Person with which a Borrower 
has entered into a services, management or similar agreement shall expire, terminate, be canceled or 
otherwise lost, the result of which shall or could reasonably be expected to have a Material Adverse 
Effect. 

12.1.14. Change of Deposit Account Instructions.  Any action is taken by a Borrower in 
contravention of any instruction given by Lender regarding the Collection Accounts or any Deposit 
Accounts subject to Control Agreements, including the Dominion Account, any Control Agreement is 
amended or terminated without the written consent of Lender, or if any Borrower fails, within 7 Business 
Days of receipt, to forward collections of Accounts that it receives to a Collection Account. 

12.2. Acceleration of Obligations; Termination of Commitment.  Without in any way 
limiting the right of Lender to demand payment of any portion of the Obligations payable on demand in 
accordance with this Agreement upon or at any time after the occurrence of an Event of Default and for 
so long as such Event of Default shall exist, Lender may in its discretion (a) declare the principal of and 
any accrued interest on the Loans and all other Obligations owing under any of the DIP Financing 
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Documents to be, whereupon the same shall become without further notice or demand (all of which notice 
and demand each Borrower expressly waives), forthwith due and payable and Borrowers shall forthwith 
pay to Lender the entire principal of and accrued and unpaid interest on the Loans and other Obligations 
plus reasonable attorneys' fees and court costs if such principal and interest are collected by or through an 
attorney-at-law and (b) terminate the Commitment. 

12.3. Other Remedies.  Upon and after the occurrence of an Event of Default and for so long 
as such Event of Default shall exist, Lender may in its discretion institute any Enforcement Action and 
exercise from time to time the following rights and remedies (subject to Applicable Law): 

12.3.1. All of the rights and remedies of a secured party under the UCC or under other 
Applicable Law, and all other legal and equitable rights to which Lender may be entitled under any of the 
DIP Financing Documents, all of which rights and remedies shall be cumulative and shall be in addition 
to any other rights or remedies contained in this Agreement or any of the other DIP Financing 
Documents, and none of which shall be exclusive. 

12.3.2. The right to collect all amounts at any time payable to a Borrower from 
any Account Debtor or other Person at any time indebted to such Borrower. 

12.3.3. The right to enter any premises where any of the Collateral shall be located (or 
deemed to be located) or where any books and records compromising part of the Collateral shall be 
located and to keep and, if applicable, store such Collateral on said premises until sold (and if said 
premises be owned or leased by a Borrower, then such Borrower agrees not to charge Lender for storage 
of any Collateral therein). 

12.3.4. The right to sell or otherwise dispose of all or any Collateral in its then condition, 
at public or private sale or sales, with such notice as may be required by Applicable Law, in lots or in 
bulk, for cash or on credit, all as Lender, in its discretion, may deem advisable.  Each Borrower agrees 
that any requirement of notice to any Borrower or any other Obligor of any proposed public or private 
sale or other disposition of Collateral by Lender shall be deemed reasonable notice thereof if given at 
least 10 days prior thereto, and such sale may be at such locations as Lender may designate in said notice.  
Lender shall have the right to conduct such sales on any Borrower's or any other Obligor's premises, 
without charge therefor, and such sales may be adjourned from time to time in accordance with 
Applicable Law.  Lender shall have the right to sell, lease or otherwise dispose of the Collateral, or any 
part thereof, for cash, credit or any combination thereof, and Lender may purchase all or any part of the 
Collateral at public or, if permitted by law, private sale and, in lieu of actual payment of such purchase 
price, may set off the amount of such price against the Obligations.  The proceeds realized from the sale 
or other disposition of any Collateral may be applied, after allowing 2 Business Days for collection, first 
to any Extraordinary Expenses incurred by Lender and then to the remainder of the Obligations. 

12.3.5. The right to obtain the appointment of a receiver, without notice of any kind 
whatsoever, to take possession of the Collateral and to exercise such rights and powers as the court 
appointing such receiver shall confer upon such receiver. 

12.3.6. The right to require Borrowers to Cash Collateralize outstanding Letters of 
Credit, and, if Borrowers fail promptly to make such deposit, Lender may advance such amount as 
a Revolver Loan (whether or not an Out-of-Formula Condition exists or is created thereby or the 
Commitment has been terminated).  Any such deposit or advance shall be held by Lender in the Cash 
Collateral Account to fund future payments on any Letter of Credit.  When all Letters of Credit have been 
drawn upon or expired, any amounts remaining in the Cash Collateral Account shall be applied against 
any outstanding Obligations, or, after Full Payment of  all Obligations, returned to Borrowers. 
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Lender is hereby granted an irrevocable, non-exclusive license or other right to use, 
license or sub-license (exercisable without payment of royalty or other compensation to any Obligor or 
any other Person) any or all of each Borrower's Intellectual Property and all of each Borrower's computer 
hardware and software, and any Property of a similar nature, in realizing on the Collateral. 

12.4. Setoff.  In addition to any Liens granted under any of the DIP Financing Documents and 
any rights now or hereafter available under Applicable Law, Lender (and each of its Affiliates) is hereby 
authorized by Borrowers at any time that an Event of Default exists, without notice to Borrowers or any 
other Person (any such notice being hereby expressly waived), to set off and to appropriate and apply any 
and all deposits, general or special (including certificates of deposit whether matured or unmatured (but 
not including trust accounts or any Collection Account into which payments with respect to 
Governmental Receivables are directly deposited or transferred)) and any other Debt at any time held or 
owing by Lender or any of its Affiliates to or for the credit or the account of any Borrower against and 
on account of the Obligations of Borrowers arising under the DIP Financing Documents to Lender or 
any of its Affiliates, including all Loans and LC Obligations and all claims of any nature or description 
arising out of or in connection with this Agreement, irrespective of whether or not (i) Lender shall have 
made any demand hereunder, (ii) Lender shall have declared the principal of and interest on the Loans 
and other amounts due hereunder to be due and payable as permitted by this Agreement and even though 
such Obligations may be contingent or unmatured or (iii) the Collateral for the Obligations is adequate.  
Notwithstanding anything herein to the contrary, Lender and its Affiliates shall not, nor shall they be 
entitled to, and each other Secured Party and its Affiliates hereby waives any and all rights it may have to, 
set-off or appropriate any or all deposits (general or special, time or demand, provisional or final), in any 
currency, and any other credits, indebtedness or claims, in any currency, in each case whether direct or 
indirect, absolute or contingent, matured or unmatured, at any time held or owing by Lender and its 
Affiliates or any branch or agency thereof to or for the credit or the account of any Obligor, to the extent 
necessary for the Obligors and Lender and its Affiliates to remain in compliance with all Healthcare 
Laws.   

12.5. Remedies Cumulative; No Waiver.   

12.5.1. All covenants, conditions, provisions, warranties, guaranties, indemnities, and 
other undertakings of Borrowers contained in this Agreement, the other DIP Financing Documents, or any 
other agreement between Lender and any Obligor, heretofore, concurrently, or hereafter entered into, 
shall be deemed cumulative to and not in derogation or substitution of any of the terms, covenants, 
conditions, or agreements of Borrowers herein contained.  The rights and remedies of Lender under this 
Agreement and the other DIP Financing Documents shall be cumulative and not exclusive of any rights or 
remedies that Lender would otherwise have. 

12.5.2. The failure or delay of Lender to require strict performance by Borrowers of any 
provision of any of the DIP Financing Documents or to exercise or enforce any rights, Liens, powers or 
remedies under any of the DIP Financing Documents or with respect to any Collateral shall not operate as 
a waiver of such performance, Liens, rights, powers and remedies, but all such requirements, Liens, 
rights, powers, and remedies shall continue in full force and effect until all Loans and all other 
Obligations owing or to become owing from Borrowers to Lender shall have been fully satisfied.  None of 
the undertakings, agreements, warranties, covenants and representations of Borrowers contained in 
this Agreement or any of the other DIP Financing Documents and no Event of Default by any Borrower 
under this Agreement or any other DIP Financing Documents shall be deemed to have been suspended or 
waived by Lender, unless such suspension or waiver is by an instrument in writing specifying such 
suspension or waiver and is signed by a duly authorized representative of Lender and directed to 
Borrowers. 
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12.5.3. If Lender shall accept performance by a Borrower, in whole or in part, of any 
obligation that such Borrower is required by any of the DIP Financing Documents to perform only when a 
Default or Event of Default exists, or if Lender shall exercise any right or remedy under any of the DIP 
Financing Documents that may not be exercised other than when a Default or Event of Default exists, 
Lender's acceptance of such performance by a Borrower or Lender's exercise of any such right or remedy 
shall not operate to waive any such Event of Default or to preclude the exercise by Lender of any other 
right or remedy, unless otherwise expressly agreed in writing by Lender. 

12.6 Requirements Under Financing Orders.  Irrespective of any provision in this Agreement 
or any of the other DIP Financing Documents that authorize Lender to take action or exercise remedies 
with or without notice, such provision shall nevertheless be subject to any requirements for the giving of 
notice, and for obtaining relief from the automatic stay imposed by Section 362 of the Bankruptcy Code, 
that are contained in the Financing Orders. 

SECTION 13. RESERVED 

SECTION 14. BENEFIT OF AGREEMENT 

14.1. Successors and Assigns.  This Agreement shall be binding upon and inure to the benefit 
of Borrowers, Lender and their respective successors and assigns, except that no Borrower shall  have the 
right to assign its rights or delegate performance of any of its obligations under any of the DIP Financing 
Documents.  Any assignee or transferee of any rights with respect to the Note or any Loan agrees by 
acceptance thereof to be bound by all the terms and provisions of the DIP Financing Documents, provided 
that, in the event of a proposed assignment by Lender of less than the full amount of its Commitment, 
Lender and Borrowers agree to negotiate, in good faith, to amend this Agreement and the other DIP 
Financing Documents to provide for customary agency and amendment provisions, as applicable.  Any 
request, authority or consent of any Person, who at the time of making such request or giving such 
authority or consent is the holder of the Note, shall be conclusive and binding on any subsequent holder, 
transferee or assignee of the Note or of any Note issued in exchange therefor. 

SECTION 15. MISCELLANEOUS 

15.1. Power of Attorney.  Each Borrower hereby irrevocably designates, makes, constitutes 
and appoints Lender (and all Persons designated by Lender) as such Borrower's true and lawful attorney 
(and agent in-fact) and Lender, or Lender's designee, may, without notice to such Borrower and in either 
such Borrower's or Lender's name, but at the cost and expense of Borrowers: 

15.1.1. At such time or times as Lender or said designee, in its discretion, may 
determine, endorse such Borrower's name on any Payment Item or other proceeds of the Collateral 
(including proceeds of insurance) which come into the possession of Lender or under Lender's control. 

15.1.2. At any time that an Event of Default exists and subject to Applicable Law: 
(i) demand payment of the Accounts from the Account Debtors, enforce payment of the Accounts by 
legal proceedings or otherwise, and generally exercise all of such Borrower's rights and remedies with 
respect to the collection of the Accounts; (ii) settle, adjust, compromise, discharge or release any of the 
Accounts or other Collateral or any legal proceedings brought to collect any of the Accounts or other 
Collateral; (iii) sell or assign any of the Accounts and other Collateral upon such terms, for such amounts 
and at such time or times as Lender deems advisable; (iv) prepare, file and sign such Borrower's name to 
a proof of claim in bankruptcy or similar document against any Account Debtor or to any notice of Lien, 
assignment or satisfaction of Lien or similar document in connection with any of the Collateral; 
(v) receive, open and dispose of all mail addressed to such Borrower and to notify postal authorities to 
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change the address for delivery thereof to such address as Lender may designate; (vi) endorse the name of 
such Borrower upon any Payment Item relating to any Collateral and deposit the same to the account of 
Lender for application to the Obligations; (vii) endorse the name of such Borrower upon any Chattel 
Paper, Document, Instrument, invoice, freight bill, bill of lading or similar document or agreement 
relating to any Accounts or Inventory of any Obligor and any other Collateral; (viii) use such Borrower's 
stationery and sign the name of such Borrower to verifications of the Accounts and notices thereof to 
Account Debtors; (ix) use the information recorded on or contained in any data processing equipment and 
computer hardware and software relating to any Collateral; (x) make and adjust claims under policies of 
insurance; (xi) sign the name of such Borrower to and file any proof of claim in an Insolvency Proceeding 
of any Account Debtor and on notices of Liens; (xii) take all action as may be necessary to obtain the 
payment of any letter of credit or banker's acceptance of which such Borrower is a beneficiary; and 
(xiii) do all other acts and things necessary, in Lender's determination, to fulfill such Borrower's 
obligations under any of the DIP Financing Documents. 

15.2. General Indemnity.  Whether or not any of the transactions contemplated by any of the 
DIP Financing Documents are consummated, each Borrower agrees to indemnify and defend the Lender 
Indemnitees and hold the Lender Indemnitees harmless from and against any Claims that may be 
instituted or asserted against or are incurred by any of the Lender Indemnitees.  Without limiting the 
generality of the foregoing, this indemnity shall extend to any Claims instituted or asserted against or 
incurred by any of the Lender Indemnitees (x) under any Environmental Laws or (other similar laws by 
reason of a Borrower's or any other Person's failure to comply with laws applicable to solid or hazardous 
waste materials or other toxic substances) or (y) under any Anti-Terrorism Laws, including any fines 
assessed against Lender by any Governmental Authority as a result of conduct of an Obligor.  
Additionally, if any Taxes (excluding Excluded Taxes but including any intangibles tax, stamp tax or 
recording tax) shall be payable by any party on account of the execution or delivery of this Agreement, or 
the execution, delivery, issuance or recording of any of the other DIP Financing Documents, or the 
creation or repayment of any of the Obligations hereunder, by reason of any Applicable Law now or 
hereafter in effect, Borrowers shall pay (and shall promptly reimburse Lender for its payment of) all such 
Taxes, including any interest and penalties thereon, and will indemnify and hold Lender Indemnitees 
harmless from and against all liability in connection therewith. 

15.3. Survival of and Limitations Upon Indemnities.  Notwithstanding anything to the 
contrary in this Agreement or any of the other DIP Financing Documents, the obligation of each 
Borrower with respect to each indemnity given by it in this Agreement shall survive the Full Payment of 
the Obligations and the termination of the Commitment. Notwithstanding anything to the contrary 
contained in this Agreement, no Borrower shall have any obligation under this Agreement to indemnify a 
Lender Indemnitee with respect to any Claim to the extent that it is determined in a final, non-appealable 
judgment by a court of competent jurisdiction that such Claim resulted from the gross negligence or 
willful misconduct of such Lender Indemnitee. 

15.4. Reserved.   

15.5. Severability.  Wherever possible, each provision of this Agreement shall be interpreted 
in such manner as to be effective and valid under Applicable Law, but if any provision of this Agreement 
shall be prohibited by or invalid under Applicable Law, such provision shall be ineffective only to the 
extent of such prohibition or invalidity, without invalidating the remainder of such provision or the 
remaining provisions of this Agreement. 

15.6. Cumulative Effect; Conflict of Terms.  The provisions of the Other Agreements and the 
Security Documents are hereby made cumulative with the provisions of this Agreement.  Without limiting 
the generality of the foregoing, the parties acknowledge that this Agreement and the other DIP Financing 
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Documents may use several different limitations, tests or measurements to regulate the same or similar 
matters and that such limitations, tests and measures are cumulative and each must be performed, except 
as may be expressly stated to the contrary in this Agreement.  Except as otherwise provided in any of the 
other DIP Financing Documents by specific reference to the applicable provision of this Agreement, if 
any provision contained in this Agreement is in direct conflict with, or inconsistent with, any provision in 
any of the other DIP Financing Documents, the provision contained in this Agreement shall govern and 
control. 

15.7. Counterparts; Facsimile Signatures.  This Agreement and any amendments hereto may 
be executed in any number of counterparts and by different parties hereto in separate counterparts, each of 
which when so executed and delivered shall be deemed to be an original and all of which counterparts 
taken together shall constitute but one and the same instrument.  DIP Financing Documents may be 
executed by facsimile and the effectiveness of any such DIP Financing Documents and signatures thereon 
shall, subject to Applicable Law, have the same force and effect as manually signed originals and shall be 
binding on all parties thereto.  Lender may require that any such documents and signatures be confirmed 
by a manually-signed original thereof, provided that the failure to request or deliver the same shall not 
limit the effectiveness of any facsimile signature. 

15.8. Consent.  Whenever the consent of Lender is required to be obtained under this 
Agreement or any of the other DIP Financing Documents as a condition to any action, inaction, condition 
or event, Lender shall be authorized to give or withhold its consent in its discretion and to condition its 
consent upon the giving of additional collateral security for the Obligations, the payment of money or any 
other matter. 

15.9. Notices and Communications. 

15.9.1. All notices, requests and other communications to or upon a party hereto shall be 
in writing (including facsimile transmission or similar writing) and shall be given to such party at the 
address or facsimile number for such party on the signature pages hereof or at such other address or 
facsimile number as such party may hereafter specify for the purpose by notice to Lender and Borrowers 
in accordance with the provisions of this Section 15.9. 

15.9.2. Each such notice, request or other communication shall be effective (i) if given 
by facsimile transmission, when transmitted to the facsimile number specified herein for the noticed party 
and confirmation of receipt is received, (ii) if given by mail, 3 Business Days after such communication is 
deposited in the U.S. Mail, with first-class postage pre-paid, addressed to the noticed party at the address 
specified herein, or (iii) if given by personal delivery, when duly delivered with receipt acknowledged in 
writing by the noticed party.  In no event shall a voicemail message be effective as a notice, 
communication or confirmation under any of the DIP Financing Documents.  Notwithstanding the 
foregoing, no notice to or upon Lender pursuant to Sections 2.3, 4.1 or 6.2.2 shall be effective until after 
actually received by Lender.  Any written notice, request or demand that is not sent in conformity with the 
provisions hereof shall nevertheless be effective on the date that such notice, request or demand is 
actually received by the individual to whose attention at the noticed party such notice, request or demand 
is required to be sent.  Any notice received by Borrower Agent shall be deemed to have been received by 
all Borrowers. 

15.9.3. Electronic mail and intranet websites may be used only to distribute routine 
communications, such as financial statements, Borrowing Base Certificates and other information 
required by Section 8 and Section 10.1.3, and to distribute DIP Financing Documents for execution by 
the parties thereto, and may not be used for any other purpose as effective notice under this Agreement or 
any of the other DIP Financing Documents. 



 

- 80 - 
 

Lender shall be authorized to rely and act upon any notices (including telephonic communications) 
purportedly given by or on behalf of any Borrower even if such notices were made in a manner other than 
as specified herein, were incomplete or were not preceded or followed by any other form of notice 
specified or required herein, or the terms thereof, as understood by the recipient, varied from any 
confirmation thereof.  Borrowers jointly and severally agree to indemnify and defend each Lender 
Indemnitee from all losses, costs, expenses and liabilities resulting from the reliance by any such Lender 
Indemnitee on each telephone communication purportedly given by or on behalf of any Borrower other 
than  to the extent constituting gross negligence or willful misconduct of the Lender Indemnitee. 

15.10. Performance of Borrowers' Obligations.  If any Borrower shall fail to discharge any 
covenant, duty or obligation hereunder or under any of the other DIP Financing Documents, Lender may, 
in its discretion at any time or from time to time during the continuance of an Event of Default and 
subject to Applicable Law, for such Borrower's account and at Borrowers' expense, pay any amount or do 
any act required of Borrowers hereunder or under any of the other DIP Financing Documents or otherwise 
lawfully requested by Lender to (i) enforce any of the DIP Financing Documents or collect any of the 
Obligations, (ii) preserve, protect, insure or maintain or realize upon any of the Collateral, or 
(iii) preserve, defend, protect or maintain the validity or priority of Lender's Liens in any of the Collateral, 
including the payment of any judgment against any Borrower.  All payments that Lender may make under 
this Section and all reasonable out-of-pocket costs and expenses (including Extraordinary Expenses) that 
Lender pays or incurs in connection with any action taken by it hereunder shall be reimbursed to Lender 
by Borrowers, on demand, with interest from the date such payment is made or such costs or expenses 
are incurred to the date of payment thereof at the Default Rate applicable for Revolver Loans that are 
Base Rate Loans. Any payment made or other action taken by Lender under this Section shall be without 
prejudice to any right to assert, and without waiver of, an Event of Default hereunder and to without 
prejudice to Lender's right proceed thereafter as provided herein or in any of the other DIP Financing 
Documents. 

15.11. Credit Inquiries.  Each Borrower hereby authorizes and permits Lender to (but Lender 
shall have no obligation to) respond to usual and customary credit inquiries from third parties concerning 
such Borrower or any of its Subsidiaries. 

15.12. Time of Essence.  Time is of the essence of this Agreement, the Other Agreements and 
the Security Documents. 

15.13. Indulgences Not Waivers.  Lender's failure at any time or times hereafter, to require 
strict performance by Borrowers of any provision of this Agreement shall not waive, affect or diminish 
any right of Lender thereafter to demand strict compliance and performance therewith. 

15.14. Entire Agreement; Exhibits and Schedules.  This Agreement and the other DIP 
Financing Documents, together with all other instruments, agreements and certificates executed by 
the parties pursuant to any DIP Financing Document, embody the entire understanding and agreement 
between the parties hereto and thereto with respect to the subject matter hereof and thereof and supersede 
all prior agreements, understandings and inducements, whether express or implied, oral or written, 
regarding the same subject matter.  Each of the Exhibits and each of the Schedules attached hereto are 
incorporated into this Agreement and by this reference made a part hereof. 

15.15. Interpretation.  No provision of this Agreement or any of the other DIP Financing 
Documents shall be construed against or interpreted to the disadvantage of any party hereto by any court 
or other governmental or judicial authority by reason of such party having, or being deemed to have, 
structured, drafted or dictated such provision.  The paragraph and section headings are for convenience of 
reference only and shall not affect the substantive meaning of any provision of this Agreement. 
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15.16. Confidentiality.  Lender agrees to take normal and reasonable precautions to maintain 
the confidentiality of any Information (defined below) for a period of 24 months following the 
Commitment Termination Date, except that Lender may disclose such information (i) to their 
respective Affiliates and individuals employed or retained by Lender who are or are expected to become 
engaged in evaluating, approving, structuring, administering or otherwise giving professional advice with 
respect to any of the Loans or Collateral, including any of their respective legal counsel, auditors or other 
professional advisors (it being understood that the Persons to whom such disclosure is made will be 
informed of the confidential nature of such Information and instructed to keep such Information 
confidential); (ii) to any party to this Agreement from time to time; (iii) pursuant to Applicable Law, the 
order of any court or administrative agency provided, however, that, prior to disclosure pursuant to this 
clause (iii), reasonable efforts shall be made to give the Borrowers notice of request for disclosure and the 
Borrowers shall be given a reasonable opportunity, at its expense, to prevent the disclosure or have the 
Information maintained as confidential under a protective order; (iv) upon the request or demand of 
any regulatory agency or other Governmental Authority having jurisdiction over Lender or in accordance 
with Lender's regulatory compliance policies, (v) to the extent reasonably required in connection with any 
litigation (with respect to any of the DIP Financing Documents or any of the transactions contemplated 
thereby) to which Lender or its Affiliates may be a party, (vi) to the extent reasonably required in 
connection with the exercise of any remedies hereunder, (vii) [Reserved], (viii) to the National 
Association of Insurance Commissioners or any similar organization or to any nationally recognized 
rating agency that requires access to information about Lender's portfolio in connection with ratings 
issued with respect to Lender, or (ix) with the consent of Borrowers. As used in this Section 15.16, 
"Information" means all information received from the Obligors relating to an Obligor or any of its 
Subsidiaries or their business, other than any such information that is available to Lender on a 
nonconfidential basis prior to disclosure by an Obligor. 

15.17. Reserved.   

15.18. Governing Law.  This Agreement has been negotiated, executed and delivered, and shall 
be deemed to have been made, in New York, New York, and shall be governed by and construed in 
accordance with the internal laws (but without regard to conflict of law principles) of the State of New 
York, but giving effect to federal laws relating to national banks. 

15.19. USA Patriot Act Notice.  Lender hereby notifies Borrowers that pursuant to the 
requirements of the USA Patriot Act, Lender is required to obtain, verify and record information that 
identifies each Borrower, which information includes the name and address of each Borrower and other 
information that will allow Lender to identify each Borrower in accordance with the USA Patriot Act. 

15.20. Consent to Forum.  Each Borrower hereby consents to the non-exclusive jurisdiction of 
any United States federal court sitting in or with direct or indirect jurisdiction over the Southern District 
of New York or any New York state or superior court sitting in New York County, New York, in any 
action, suit or other proceeding arising out of or relating to this Agreement or any of the other DIP 
Financing Documents and each Borrower irrevocably agrees that all claims and demands in respect of any 
such action, suit or proceeding may be heard and determined in any such court and irrevocably waives 
any objection it may now or hereafter have as to the venue of any such action, suit or proceeding brought 
in any such court or that such court is an inconvenient forum.  Nothing herein shall limit the right of 
Lender to bring proceedings against any Borrower in the courts of any other jurisdiction.  Any judicial 
proceeding commenced by any Borrower against Lender or any holder of any of the Obligations, or any 
Affiliate of Lender or any holder of any Obligations, involving, directly or indirectly, any matter in any 
way arising out of, related to or connected with any DIP Financing Document shall be brought only in the 
Court or a United States federal court sitting in or with direct jurisdiction over the District of Delaware, 
the Southern District of New York or any New York state or superior court sitting in New York County, 
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New York.  Nothing in this Agreement shall be deemed to preclude the enforcement by Lender of 
any judgment or order obtained in such forum or the taking of any action under this Agreement to enforce 
same in any other appropriate forum or jurisdiction. 

15.21. Waivers by Borrowers.  To the fullest extent permitted by Applicable Law and the 
Financing Orders, each Borrower waives (i) the right to trial by jury (which Lender hereby also 
waives) in any action, suit, proceeding or counterclaim of any kind arising out of or related to any 
of the DIP Financing Documents, the Obligations or the Collateral; (ii) presentment, demand and 
protest and notice of presentment, protest, default, non payment, maturity, release, compromise, 
settlement, extension or renewal of any or all commercial paper, accounts, contract rights, 
documents, instruments, chattel paper and guaranties at any time held by Lender on which such 
Borrower may in any way be liable and hereby ratifies and confirms whatever Lender may do in 
this regard in connection with an Enforcement Action by Lender; (iii) notice prior to taking 
possession or control of the Collateral or any bond or security which might be required by any 
court prior to allowing Lender to exercise any of Lender's remedies; (iv) the benefit of all valuation, 
appraisement and exemption laws; (v) any claim against Lender, on any theory of liability, for 
special, indirect, consequential, exemplary or punitive damages (as opposed to direct or actual 
damages) in respect of any claim for breach of contract or any other theory of liability arising out 
of, or the taking of any Enforcement Action; or related to any of the DIP Financing Documents, any 
transaction thereunder or the use of the proceeds of any Loans; and (vi) notice of acceptance 
hereof.  Each Borrower acknowledges that the foregoing waivers are a material inducement to 
Lender's entering into this Agreement and that Lender is relying upon the foregoing waivers in its 
future dealings with Borrowers.  Each Borrower warrants and represents that it has reviewed the 
foregoing waivers with its legal counsel and has knowingly and voluntarily waived its jury trial 
rights following consultation with legal  counsel.  In the  event of litigation, this Agreement may be 
filed as a written consent to a trial by a court sitting without a jury. 
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Post-Petition Loan and Security Agreement - Insight Health 
 
 

IN  WITNESS  WHEREOF,  this Agreement has been duly executed and delivered on the day 
and year specified at the beginning of this Agreement. 

BORROWERS: 

INSIGHT HEALTH SERVICES HOLDINGS  
CORP. 

INSIGHT HEALTH SERVICES CORP. 
INSIGHT HEALTH CORP. 
INSIGHT HEALTH SERVICES CORP. 
MAXUM HEALTH SERVICES CORP. 
OPEN MRI, INC. 
SIGNAL MEDICAL SERVICES, INC. 
COMPREHENSIVE MEDICAL  

IMAGING, INC. 
COMPREHENSIVE MEDICAL IMAGING  

CENTERS, INC. 
 
By:                                                                                
             Keith S. Kelson, Executive Vice President  

 and Chief Financial Officer 
 
   
 
ORANGE COUNTY REGIONAL PET CENTER  

– IRVINE, LLC   
PARKWAY IMAGING CENTER, LLC 
 
By:       InSight Health Corp., as the sole member 
 

By:                                                                      
               Keith S. Kelson, Executive Vice  
         President and Chief Financial Officer 

[Signatures continued on following page] 



 

Post-Petition Loan and Security Agreement - Insight Health 

Address for all Borrowers: 
 
      c/o InSight Health Corp. 

26250 Enterprise Court 
      Suite 100 
      Lake Forest, California  92630 
 Attention: Mitch C. Hill 
 Telecopier: (949) 462-0042 
 

With copies to: 
 
Kirkland & Ellis LLP 
300 North LaSalle Street 
Chicago, Illinois 60654 
Attention: Maureen Sweeney and Kurt von Moltke 

 
 
 
 

[Signatures continued on following page]



 

Post-Petition Loan and Security Agreement - Insight Health 

      LENDER: 
 
      BANK OF AMERICA, N.A. 
 
      By:___________________________ 
      Name:_________________________ 
      Title:__________________________ 

      Address for Lender: 
 
      Bank of America, N.A. 
      300 Galleria Parkway 
      Suite 800 
      Atlanta, Georgia  30339 
 Attention: Loan Administration Manager 
 Telecopier: (404) 607-3277 

 
 
With a copy to: 
 

      Parker, Hudson, Rainer & Dobbs LLP 
      1500 Marquis Two Tower 
      285 Peachtree Center Avenue, N.E. 
      Atlanta, Georgia  30303 
 Attention: Douglas A. Nail, Esq. 
 Telecopier: (404) 522-8409 
 
 
 
 
 
 
 
 
 

 



 

 

EXHIBIT A 
 

REVOLVER NOTE 
 

 December __, 2010 
U.S. $15,000,000.00 New York, New York 
 

FOR VALUE RECEIVED, the undersigned, INSIGHT HEALTH SERVICES HOLDINGS 
CORP., a Delaware corporation ("Parent"), INSIGHT HEALTH SERVICES CORP., a Delaware 
corporation ("InSight Health"), INSIGHT HEALTH CORP., a Delaware corporation (hereinafter 
referred to as "Borrower Agent"), and those affiliates of Borrower Agent listed on the signature pages 
hereto (Parent, InSight Health, Borrower Agent and each of such affiliates being referred to collectively 
herein as "Borrowers," and individually as a "Borrower"), hereby unconditionally, and jointly and 
severally, promise to pay to the order of BANK OF AMERICA, N.A. (herein, together with any 
subsequent holder hereof, called "Holder") the principal sum of $15,000,000 or such lesser sum as may 
constitute the outstanding principal amount of all Holder’s Revolver Loans pursuant to the terms of the 
Loan Agreement (as defined below) on the date on which such outstanding principal amounts become due 
and payable pursuant to Section 5.2 of the Loan Agreement, in strict accordance with the terms thereof.  
Borrowers likewise unconditionally, and jointly and severally, promise to pay to Holder interest from and 
after the date hereof on the outstanding principal amount of Holder’s Revolver Loans at such interest 
rates, payable at such times, and computed in such manner as are specified in Section 3.1 of the Loan 
Agreement, in strict accordance with the terms thereof. 

This Revolver Note (this "Note") is issued pursuant to, and is the "Revolver Note" referred to in, 
the Post-Petition Loan and Security Agreement dated on or about the date of this Note (as the same may 
be amended, modified, restated or supplemented from time to time, the "Loan Agreement"), among 
Borrowers and Holder, and Holder is and shall be entitled to all benefits thereof and of all DIP Financing 
Documents executed and delivered in connection therewith.  This Note is subject to certain restrictions on 
transfer or assignment as provided in the Loan Agreement.  All capitalized terms used herein, unless 
otherwise defined herein, shall have the meanings ascribed to such terms in the Loan Agreement. 

The repayment of the principal balance of this Note is subject to the provisions of Section 5.2 of 
the Loan Agreement.  The entire unpaid principal balance and all accrued interest on this Note shall be 
due and payable immediately upon the Commitment Termination Date. 

All payments of principal and interest shall be made in Dollars in immediately available funds to 
Lender as specified in the Loan Agreement. 

Upon or after the occurrence of an Event of Default and for so long as such Event of Default 
exists, the principal balance and all accrued interest of this Note may be declared (or shall become) due 
and payable in the manner and with the effect provided in the Loan Agreement, and the unpaid principal 
balance hereof shall bear interest at the Default Rate as and when provided in Section 3.1.5 of the Loan 
Agreement.  Borrowers jointly and severally agree to pay, and save Holder harmless against, any liability 
for the payment of, all costs and expenses, including, but not limited to, reasonable attorneys' fees, if this 
Note is collected by or through an attorney-at-law. 

All principal amounts of Revolver Loans made by Holder to Borrowers pursuant to the Loan 
Agreement, and all accrued and unpaid interest thereon, shall be deemed outstanding under this Note and 
shall continue to be owing by Borrowers until paid in accordance with the terms of this Note and the Loan 
Agreement. 



 

 

In no contingency or event whatsoever, whether by reason of advancement of the proceeds hereof 
or otherwise, shall the amount paid or agreed to be paid to Holder for the use, forbearance  or detention of 
money advanced hereunder exceed the highest lawful rate permissible under any law which a court of 
competent jurisdiction may deem applicable hereto; and, in the event of any such payment inadvertently 
paid by Borrowers or inadvertently received by Holder, such excess sum shall be, at Borrowers' option, 
returned to Borrowers forthwith or credited as a payment of principal, but shall not be applied to the 
payment of interest.  It is the intent hereof that Borrowers not pay or contract to pay, and that Holder not 
receive or contract to receive, directly or indirectly in any manner whatsoever, interest in excess of that 
which may be paid by Borrowers under Applicable Law. 

Time is of the essence of this Note.  To the fullest extent permitted by Applicable Law and the 
Financing Orders, each Borrower, for itself and its legal representatives, successors and assigns, expressly 
waives presentment, demand, protest, notice of dishonor, notice of non-payment, notice of maturity, 
notice of protest, presentment for the purpose of accelerating maturity and diligence in collection. 

Wherever possible each provision of this Note shall be interpreted in such a manner as to be 
effective and valid under Applicable Law, but if any provision of this Note shall be prohibited or invalid 
under Applicable Law, such provision shall be ineffective to the extent of such prohibition or invalidity 
without invalidating the remainder of such provision or remaining provisions of this Note.  No delay or 
failure on the part of Holder in the exercise of any right or remedy hereunder shall operate as a waiver 
thereof, nor as an acquiescence in any default, nor shall any single or partial exercise by Holder of any 
right or remedy preclude any other right or remedy.  Holder, at its option, may enforce its rights against 
any Collateral securing this Note without Holder enforcing its rights against any Borrower, any Guarantor 
of the indebtedness evidenced hereby or any other property or indebtedness due or to become due to any 
Borrower.  Each Borrower agrees that, without releasing or impairing any Borrower's liability hereunder, 
Holder may at any time release, surrender, substitute or exchange any Collateral securing this Note and 
may at any time release any party primarily or secondarily liable for the indebtedness evidenced by this 
Note. 

The rights of Holder and obligations of Borrowers hereunder shall be construed in accordance 
with and governed by the laws (without giving effect to the conflict of law principles thereof) of the State 
of New York.  This Note is intended to take effect as an instrument under seal under New York law. 

[Remainder of page intentionally left blank; Signatures appear on following page.]



 

Revolver Note 

IN WITNESS WHEREOF, each Borrower has caused this Note to be executed under seal and 
delivered by its duly authorized officers on the date first above written. 

  BORROWERS: 
 

INSIGHT HEALTH SERVICES HOLDINGS  
CORP. 

INSIGHT HEALTH SERVICES CORP. 
INSIGHT HEALTH CORP. 
INSIGHT HEALTH SERVICES CORP. 
MAXUM HEALTH SERVICES CORP. 
OPEN MRI, INC. 
SIGNAL MEDICAL SERVICES, INC. 
COMPREHENSIVE MEDICAL  

IMAGING, INC. 
COMPREHENSIVE MEDICAL IMAGING  

CENTERS, INC. 
 
By:                                                                                
             Keith S. Kelson, Executive Vice President  

 and Chief Financial Officer 
 
   
 
ORANGE COUNTY REGIONAL PET CENTER  

– IRVINE, LLC   
PARKWAY IMAGING CENTER, LLC 
 
By:       InSight Health Corp., as the sole member 
 

By:                                                                      
               Keith S. Kelson, Executive Vice  
         President and Chief Financial Officer 
 
 

[Signatures continued on following page] 
 
 



 

 

EXHIBIT B 

[Reserved.] 



 

 

EXHIBIT C 

Form of Notice of Borrowing 
 

Date ______________, 20__ 

Bank of America, N.A.  
300 Galleria Parkway, Suite 800 
Atlanta, Georgia 30339 
Attention: Loan Administration Officer 
 

Re: Post-Petition Loan and Security Agreement dated December ___, 2010, by and among 
INSIGHT HEALTH SERVICES HOLDINGS CORP., a Delaware corporation 
("Parent"), INSIGHT HEALTH SERVICES CORP., a Delaware corporation ("InSight 
Health"), INSIGHT HEALTH CORP., a Delaware corporation (hereinafter referred to 
as "Borrower Agent"), and those affiliates of Borrower Agent listed on the signature 
pages thereto (Parent, InSight Health, Borrower Agent and each of Borrower Agent's 
affiliates listed on the signature pages thereto, being referred to collectively herein as 
"Borrowers" and individually as a "Borrower") and BANK OF AMERICA, N.A. (as at 
any time amended, modified, restated or supplemented, the "Loan Agreement") 

 
Ladies and Gentlemen: 
 

This Notice of Borrowing is delivered to you pursuant to Section 4.1 of the Loan Agreement.  
Unless otherwise defined herein, capitalized terms used herein shall have the meanings attributable 
thereto in the Loan Agreement.  Borrowers hereby request a Revolver Loan in the aggregate principal 
amount of $__________________, to be made on _____________, _____. 

 
Each Borrower hereby ratifies and reaffirms all of its liabilities and obligations under the DIP 

Financing Documents and hereby certifies that no Default or Event of Default exists on the date hereof. 
 



 

 

Borrowers have caused this Notice of Borrowing to be executed and delivered by their duly 
authorized representative, this ______ day of _____________, 20__. 

 
 

INSIGHT HEALTH CORP., as 
Borrower Agent 
 
By:____________________________________ 

  Title:_________________________________ 
 
 



 

 

EXHIBIT D 

COMPLIANCE CERTIFICATE1 
[Letterhead of Borrower] 

 
__________________, 20__ 

 
Bank of America, N.A. 
300 Galleria Parkway, N.W. 
Suite 800 
Atlanta, Georgia  30339 
 

The undersigned, the chief financial officer of INSIGHT HEALTH SERVICES HOLDINGS 
CORP., a Delaware corporation ("Parent"), INSIGHT HEALTH SERVICES CORP., a Delaware 
corporation ("InSight Health"), INSIGHT HEALTH CORP., a Delaware corporation (hereinafter 
referred to as "Borrower Agent"), and those affiliates of Borrower Agent listed on the signature pages 
thereto (Parent, InSight Health, Borrower Agent and each of Borrower Agent's affiliates listed on the 
signature pages thereto, being referred to collectively herein as "Borrowers" and individually as a 
"Borrower"), in his capacity as an officer, gives this certificate to BANK OF AMERICA, N.A. 
("Lender") in accordance with the requirements of Section 10.1.3 of that certain Post-Petition Loan and 
Security Agreement dated December __, 2010, among Borrowers and Lender (as at any time amended, 
modified, restated or supplemented, the "Loan Agreement").  Capitalized terms used in this Certificate, 
unless otherwise defined herein, shall have the meanings ascribed to them in the Loan Agreement.  I 
hereby certify in my capacity as an officer: 

1. I have reviewed the Budget, a true, correct and complete copy of which is 
attached hereto; 

2. No Default or Event of Default exists on the date hereof, other than: 
__________________ ________________________________________________ [if none, so state]; 

3. The cash collections received by Borrowers are not less than 85% of the amount 
specified as "total cash receipts" in the Budget for the Applicable Budget Period immediately preceding 
the date hereof;   

4. The cash disbursements made by Borrowers do not exceed 115% of the amount 
specified as "total cash disbursements" in the Budget for the Applicable Budget Period immediately 
preceding the date hereof; and 

5. As of the date hereof, each Borrower is current in its payment of all accrued rent 
and other charges to Persons who own or lease any premises where any of the Collateral is located, and 
there are no pending disputes or claims regarding any Borrower's failure to pay or delay in payment of 
any such rent or other charges. 

 

                                                      
1 To be updated pending finalization of budget compliance provisions. 



 

 

Borrowers have caused this Compliance Certificate to be executed and delivered by their duly 
authorized representative, this ______ day of _____________, 20__. 

 
 

INSIGHT HEALTH CORP., as 
Borrower Agent 
 
By:____________________________________ 

   Title:  Chief Financial Officer 
 
 



 

 

EXHIBIT E 
 

LETTER OF CREDIT REQUEST 

Bank of America, N.A. 
The Treasury and International Services Group, 
GA1-006-10-32 
600 Peachtree Street. NE, 10th Floor 
Atlanta, Georgia  30308 
Attention: Ms. Sue Sewell 

This Letter of Credit Request is delivered to you pursuant to that certain Post-Petition Loan and 
Security Agreement, dated December __, 2010, among INSIGHT HEALTH SERVICES HOLDINGS 
CORP., a Delaware corporation ("Parent"), INSIGHT HEALTH SERVICES CORP., a Delaware 
corporation ("InSight Health"), INSIGHT HEALTH CORP., a Delaware corporation (hereinafter 
referred to as "Borrower Agent"), and those affiliates of Borrower Agent listed on the signature pages 
thereto (Parent, InSight Health, Borrower Agent and each of Borrower Agent's affiliates listed on the 
signature pages thereto, being referred to collectively herein as "Borrowers" and individually as a 
"Borrower"), and BANK OF AMERICA, N.A. ("Lender") (as the same may be amended, supplemented, 
restated or otherwise modified from time to time, the "Loan Agreement").  Unless otherwise defined 
herein, terms used herein have the meanings assigned to them in the Loan Agreement. 

Borrowers hereby request Lender to issue a Letter of Credit, as follows: 

(1) Borrower's/Account Party's Name ______________________ 
(2) Amount of Letter of Credit: $_____________________ 
(3) Issuance Date: _____________________ 
(4) Beneficiary's Name: _____________________ 
(5) Beneficiary's Address: _____________________ 

 _____________________ 
 _____________________ 
 _____________________ 

(6) Expiry Date: _____________________ 
(7) Draw Conditions: _____________________ 

 _____________________ 
 _____________________ 
 _____________________ 
 _____________________ 
 _____________________ 

(8) Single draw : or Multiple draw : 

(9) Purpose of Letter of Credit: ______________________ 
 ______________________ 
 ______________________ 
 ______________________ 
 ______________________ 

Attached hereto is Lender's form of LC Application, completed with the details of the Letter of 
Credit requested herein. 



 

 

Each Borrower hereby certifies that each of the LC Conditions is now, and will on the date of 
issuance of the Letter of Credit, be  satisfied in all respects and that no Default or Event of Default exists.  
Each Borrower hereby ratifies and reaffirms all of the DIP Financing Documents and Obligations arising 
thereunder. 

IN WITNESS WHEREOF, each Borrower has caused this Letter of Credit Request to be 
executed and delivered by its duly authorized officer, this ___ day of _________________, 20__. 

INSIGHT HEALTH CORP. 
("Borrower Agent") 
 

By:       
Name:      
Title:      

 

 




