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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

In re: Chapter 11
KidsPeace Corporation,l etal. Case No. 13-14508
Debtor. Jointly Administered

FINAL ORDER (I) AUTHORIZING THE DEBTORS TO OBTAIN
POSTPETITION FINANCING, (II) AUTHORIZING THE DEBTOR
TO USE PREPETITION COLLATERAL, (IIT) GRANTING ADEQUATE
PROTECTION, AND (IV) STIPULATING TO THE VALIDITY, ENFORCEABILITY
AND NON-AVOIDABILITY OF CERTAIN PRE-PETITION LIENS

Upon the motion, dated May 21, 2013 (the “Motion”) [Docket No. 13], of

KidsPeace Corporation (“KP Corp.”), a Pennsylvania non-profit corporation, KidsPeace Mesabi
Academy, Inc., a Pennsylvania non-profit corporation, KidsPeace National Centers, Inc.
(“KPNC”), a Pennsylvania non-profit corporation, KidsPeace National Centers of Georgia, Inc.

(“KidsPeace Georgia™), KidsPeace Children’s Hospital, Inc. (“KPCH”), a Pennsylvania non-

profit corporation, KidsPeace National Centers of New England, Inc., a Pennsylvania non-profit
corporation, KidsPeace National Centers of North America, Inc., a New York non-profit
corporation, Iron Range School, Inc., a Pennsylvania non-profit corporation, and KidsPeace
National Centers of New York, Inc., a New York non-profit corporation, debtors and debtors-in-
possession (the “Debtors™) in the above-captioned cases (the “Cases™) for interim and final

orders under sections 105, 361, 362, 363, 364(c)(1), 364(c)(2), 364(c)(3), 364(d)(1) and 364(e)

The Debtors and the last four digits of their respective taxpayer identification numbers are as follows:
KidsPeace Corporation (3394); KidsPeace Children’s Hospital, Inc. (4910); KidsPeace Mesabi Academy, Inc.
(4179), KidsPeace National Centers, Inc. (4908); KidsPeace National Centers of Georgia, Inc. (7440);
KidsPeace National Centers of New England, Inc. (1326); KidsPeace National Centers of North America, Inc.
(4765); Iron Range School, Inc. (0561); and KidsPeace National Centers of New York, Inc. (1888). The
Debtors’ address is 5300 KidsPeace Drive, Orefield, Pennsylvania 18069.
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of title 11 of the United States Code (as amended, the “Bankruptcy Code™) and Rules 2002,
4001, 6004 and 9014 of the Federal Rules of Bankruptcy Procedure (as amended, the

“Bankruptcy Rules™) and the local bankruptcy rules for the Eastern District of Pennsylvania (the

“Local Bankruptcy Rules™), seeking, inter alia:

(@ authorization for the Debtors to obtain postpetition financing (collectively,
the “Postpetition Financing” or the “DIP Facility”) up to a maximum outstanding
principal amount of $15.0 million in accordance with the Debtor-In-Possession Loan and
Security Agreement among the Debtors, HFG Healthco-4 LLC (“HE-4”), as a lender,
Healthcare Finance Group, LLC (“HFG”) as a lender and administrative agent (“Agent”)
and such other lenders party thereto from time to time if any (collectively, with HFG and
HF-4 as lenders, the “Lenders”; the Lenders together with the Agent, the “Lender
Parties”), substantially in the form annexed to the Motion as Exhibit A (as amended,
modified or supplemented, including by the DIP Loan Amendment (as defined below),
the “DIP Agreement”),” and the other Loan Documents;

) authorization for the Debtors to obtain from the Lenders on the Initial
Funding Date and from time to time thereafter pending the Final Hearing (as defined
below) revolving advances (“Revolving Loans”) in amounts not to exceed a maximum
outstanding principal amount of $8.0 million (the “Interim Amount”) in accordance with
the DIP Agreement, the other Loan Documents and the Interim Order (as defined below);

(©) authorization for the Debtors to obtain from the Lenders upon entry of the
Final Order, (i) revolving advances in amounts not to exceed a maximum outstanding
principal amount of $13.0 million and (ii) multi-draw term loans (“Term Loans™) in an
amount not to exceed $5.0 million, in each case in accordance with the DIP Agreement,
the Loan Documents and the Final Order; provided that the aggregate principal amount
(excluding interest, fees and other charges) of the DIP Facility shall not exceed $15.0
million (the “Aggregate Committed Amount”); provided, further that the Term Loans
shall only be available for borrowing to the extent HFG is granted a first priority priming
lien on the Designated Real Property, relief which is not requested by the Motion or
contemplated by the Interim Order or this Final Order;

(d) authorization for the Debtors to execute and deliver the DIP Agreement
and the Loan Documents and to perform such other and further acts as may be necessary
or appropriate in connection therewith;

(e) authorization for the Debtors to use proceeds of the DIP Facility to repay
on the Initial Funding Date the outstanding amounts (the “Gemino Obligations™) due

Capitalized terms not otherwise defined in this Interim Order shall have the definitions ascribed 1o them in
the DIP Agreement.
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from the Debtors to Gemino Healthcare Finance, LLC (“Gemino”) under the Debtors’
credit agreement dated September 14, 2009 with Gemino (as amended, restated,
supplemented or modified from time to time, the “Gemino Credit Agreement”);

® authorization for the Debtors to grant to the Lender Parties assurances for
the fuil and timely payment of the Lender Debt by granting to the Agent (i) pursuant to
section 364(c)(1) of the Bankruptcy Code, a superpriority administrative expense claim (a
“Superpriority Administrative Expense Claim”) having priority over any and all expenses
and claims specified in any other section of the Bankruptcy Code, including, without
limitation, sections 503(b) and 507(b) of the Bankruptcy Code, subject only to the
Carveout (as defined below); and (ii) pursuant to section 364(c)(2), (3) and (d) of the
Bankruptcy Code, liens on, and security interests in, any and all of the Collateral (as
defined below), subject only to the Carveout and the Valid Non-Primed Pre-Petition
Senior Liens (as defined below);

(2) authorization for the Debtors to use the Prepetition Collateral (as defined
below), including the Cash Collateral (as defined below) and approving the grant of
adequate protection to UMB Bank, National Association, St. Louis, Missouri, as trustee
(the “Bond Trustee”) for Lehigh County General Purpose Authority Revenue Bond,
Series of 1998 KidsPeace Corporation (the “1998 Bonds™) and Series of 1999 KidsPeace
Corpration (the “1999 Bonds”) and the Pension Benefit Guaranty Corporation (the
“PBGC” and together with the Bond Trustee, the “Affected Parties™) as provided herein;

(h) scheduling, pursuant to Bankruptcy Rule 4001, an interim hearing (the
“Interim_Hearing™) on the Motion to be held before this Court to consider entry of the
Interim Order, among other things, authorizing the Debtors, on an interim basis, to
borrow the Interim Amount under the Interim Order, the DIP Agreement and the Loan
Documents; and

6)) scheduling, pursuant to Bankruptcy Rule 4001, a final hearing (the “Final
Hearing”) on the Motion to consider entry of a final order (the “Final Order”) authorizing

and approving, on a final basis, the Postpetition Financing, and establishing notice
procedures in respect of the Final Hearing.

The Debtors having requested in the Motion that pending the Final Hearing on the
Motion, a hearing be scheduled on an expedited basis to consider entry of an order approving the
Postpetition Financing on an interim basis (the “Interim Order”) [Docket No. 56]; and the
Interim Hearing having been held before the Court on May 23, 2013 following which the Court
entered the Interim Order on May 23, 2013; and notice of the Final Hearing having been given to
(a) the Office of the United States Trustee for the Eastern District of Pennsylvania; (b) the

Office of the United States Attorney for the Eastern District of Pennsylvania; (c) the Office of
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the Attorney General for the Commonwealth of Pennsylvania; (d) the Commonwealth of
Pennsylvania Department of Labor and Industry; (e)the Commonwealth of Pennsylvania
Department of Revenue; (f) the entities listed on the Consolidated List of Creditors Holding the
30 Largest Unsecured Claims filed by the Debtors pursuant to Bankruptcy Rule 1007(d);
(g) counsel to the Bond Trustee; (h) the Internal Revenue Service, Insolvency Section and
Department of Treasury; (i) Manufacturers and Traders Trust Co., Trustee for the 2003 Series A
and Series B Georgia Bonds (the “Georgia Bond Trustee™); (j) U.S. Department of Agriculture;
(k) National Penn Bank; (I) Gemino Healthcare Finance; (m) M & T Bank; (n) the PBGC;
(o) counsel for the Lenders and the Administrative Agent; (p) the United States Department of
Health and Human Services; (q) all applicable State Medicaid agencies, health agencies and
taxing authorities; and (r) Citizens Bank of Pennsylvania (“Citizens Bank”); and no objection
having been timely filed; and it appearing that under all of the attendant circumstances and after
considering the Debtors’ need for financing, no other or further notice need be given; and the
Lender Parties having agreed to provide the Postpetition Financing in accordance with the DIP
Agreement, the Loan Documents and this Final Order.

NOW, THEREFORE, upon the Motion and the records of the Interim Hearing
and the Final Hearing held before me on June 20, 2013; and after due deliberation and good and
sufficient cause appearing therefor, the Court hereby makes the following findings of fact and
conclusions of law:

Based upon the record presented to the Court, it appears that:

A. Filing. On May 21, 2013 (the “Filing Date”), each of the Debtors filed a
voluntary petition for reorganization in this Court under chapter 11 of the Bankruptcy Code. The

Debtors have continued in the management and operation of their businesses and properties as
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debtors in possession pursuant to sections 1107 and 1108 of the Bankruptcy Code. On May 30,
2013, the Office of the United States Trustee appointed an Official Committee of Unsecured
Creditors (the “Committee™).

B. Interim Order. By the Interim Order, the Court authorized the Postpetition
Financing on an interim basis pending the Final Hearing.

C. Need for Postpetition Financing and Use of Prepetition Collateral

(including Cash Collateral). The Debtors have an immediate need to obtain the Postpetition

Financing and to use their existing assets which are subject to the liens of the Affected Parties;
and other secured creditors’ liens and security interests (the “Prepetition Collateral”) including
proceeds of the Prepetition Collateral and all cash on deposit as of the Filing Date within the
meaning of Section 363(c) of the Bankruptcy Code (the “Cash Collateral”). The Debtors do not
have sufficient available sources of working capital and financing to carry on the operation of
their businesses without the Postpetition Financing and the Debtors’ use of the Prepetition
Collateral (including Cash Collateral). The ability of the Debtors to pay employees, maintain
business relationships with vendors and suppliers, purchase new inventory, and otherwise
finance their operations is essential to the Debtors’ continued viability and to the well-being of
the Debtors’ patients and other children, adolescents and young adults dependent on the Debtors’
programs and services. Without the Postpetition Financing and the Debtors’ use of the
Prepetition Collateral (including Cash Collateral), the continued orderly operation of the
Debtors’ critical programs and services, including foster care, patient care and treatment
programs, would not be possible, and serious and irreparable harm to the Debtors and their
estates as well as their patients and children, adolescents and young adults dependent on the

Debtors’ programs and services would result. The purpose of the Postpetition Financing and the
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Debtors’ use of the Prepetition Collateral (including Cash Collateral) will thus be to preserve,
maintain and enhance the going concern value of the Debtors, maintain critical programs and
services, and protect patients and other children, adolescents and young adults dependent on the
Debtors’ programs and services.

D. No Credit Available on More Favorable Terms. Given the Debtors’

financial condition, financing arrangements, and capital structure, as well as the uncertain timing
of collections of receivables, the Debtors do not have sufficient Cash Collateral to fund their
businesses and are otherwise unable to obtain adequate unsecured credit allowable under section
503(b)(1) of the Bankruptcy Code as an administrative expense. Financing on a postpetition
basis is not otherwise available without the Debtors’ granting, pursuant to section 364(c)(1) of
the Bankruptcy Code, claims having priority over any and all administrative expenses of the
kinds specified in sections 503(b) and 507(b) of the Bankruptcy Code, and securing such
indebtedness and obligations with the security interests in and the liens upon the Collateral
pursuant to section 364(c) and (d) of the Bankruptcy Code. The Debtors are unable to obtain the
necessary postpetition financing that they need on terms more favorable in the aggregate than
those provided by the Postpetition Financing.

E. Need to Grant Superpriority Administrative Expense Claim and Priming
Liens. The Debtors are unable to obtain an adequate unsecured credit facility allowable under
section 503(b)(1) of the Bankruptcy Code and must grant to the Lender Parties a Superpriority
Administrative Expense Claim as contemplated by section 364(c)(1) of the Bankruptcy Code and
liens as contemplated by section 364(c)(2), (¢)(3) and (d) of the Bankruptcy Code. The Lender
Parties have conditioned all loans and advances to be made under the DIP Agreement upon the

grant to the Lender Parties of: (a) a Superpriority Administrative Expense Claim pursuant to
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section 364(c)(1) of the Bankruptcy Code with priority over any and all expenses of any kind or
nature whatsoever specified in sections 503(b) and 507(b) of the Bankruptcy Code, subject to the
Carveout; and (b) in accordance with section 364(c)(2), (3) and (d) of the Bankruptcy Code, liens
on and security interests in the Collateral subject only to the Carveout and the Valid Non-Primed
Pre-Petition Senior Liens.

F. Repayment of Gemino Debt. The Postpetition Financing contemplates the
repayment of the Gemino Obligations, so that the Lender Parties can be granted a senior lien on
the Debtors’ prepetition and postpetition receivables and so all such receivables (other than the
receivables of KidsPeace Georgia (the “Georgia Receivables™)) are included in the DIP Facility
borrowing base. Failure to pay the Gemino Obligations would result in a potentially costly and
lengthy priming fight with Gemino or insufficient availability under the DIP Facility. In the
Interim Order, the Court authorized the Debtors to pay to Gemino the outstanding principal,
interest, fees and other obligations owed by the Debtors to Gemino under and relating to the
Gemino Credit Agreement. On or about May 24, 2013, the Debtors paid to Gemino $537,136.86
pursuant to the Interim Order and a written calculation of the debt dated May 24, 2013 (the

“Gemino Debt Statement”) provided by Gemino to counsel for the Debtors, which amount

included estimates and cash reserves for legal fees and expenses incurred by Gemino. The
Interim Order also granted replacement liens to Gemino, established a deadline of the Final
Hearing for parties in interest to file a contested matter or adversary proceeding challenging
Gemino's claims and liens, and provided notice that at the Final Hearing, the Court may consider
a complete release of claims by the Debtors and their bankruptcy estates in favor of Gemino.
After an investigation of Gemino's loan and perfection documents, the Committee and the

Debtors are willing to stipulate to final allowance and payment in full of Gemino’s claims and
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grant a release in favor of Gemino in exchange for the release of all of Gemino's liens upon and
security interests in assets of the Debtors. No party in interest has filed a challenge with respect
to Gemino's claims or liens or sought an extension of the Gemino Challenge Deadline
established in the Interim Order.

G. DIP Facility. Pursuant to the DIP Facility, the Lender Parties have agreed
to provide, upon entry of this Final Order (a) Revolving Loans to the Debtors in amounts not to
exceed the maximum outstanding principal amount at any one time of $13.0 million, in
accordance with the DIP Agreement (including the Borrowing Base), the Loan Documents, the
Budget (as defined below) and this Final Order; and (b) multiple draw Term Loans to the
Debtors in an amount not to exceed the principal amount outstanding at any time of $5.0 million,
in accordance with the DIP Agreement, the Loan Documents, the Budget and this Final Order;
provided that the Term Loan shall only be made available for borrowing to the extent the Lender
Parties are granted a first priority priming lien on the Designated Real Property and the proceeds
thereof senior to the liens of the Bond Trustee and the PBGC, relief which is not contemplated
by the Interim Order or this Final Order. In no event shall the total principal amount of the DIP
Facility exceed the Aggrégate Committed Amount of $15.0 million. The Lender Parties shall
have the discretion to establish reserves in the Borrowing Base and against the Aggregate
Committed Amount in accordance with the DIP Agreement.

H. DIP Loan Amendment. Based on concerns raised by the Committee, the

Lender Parties and the Debtors have agreed to modify the DIP Agreement, as set forth in the

amendment attached hereto as Exhibit A (the “DIP Loan Amendment”). The Bond Trustee and

the holders of the 1998 Bonds and the 1999 Bonds that executed the Plan Support Agreement

have agreed to modify the Plan Support Agreement to extend the deadline by which the Debtors
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shall file a plan of reorganization consistent with the Plan Support Agreement until July 19,
2013.

L Priming of Affected Parties’ Liens: Adequate Protection. The PBGC and
the Bond Trustee have consented to the priming of their liens, as provided in the Interim Order
and this Final Order, subject to the grant of adequate protection in the manner set forth in the
Interim Order and this Final Order, the entry by the Lender Parties and the Bond Trustee into an
intercreditor agreement governing the respective rights of the Lender Parties and the Bond
Trustee in the Collateral and written acknowledgement by the PBGC that the Lender Parties
constitute a “Replacement Lender” as defined in the PBGC Intercreditor Agreement. For
avoidance of doubt, the 10% limitation set forth in the trust agreement governing the 1998 Bonds
and the 1999 Bonds on the grant of senior liens in Gross Receipts of the Obligated Group (each
as defined in the Bond Trust Agreement) shall not limit, and shall otherwise be of no force and
effect in respect of, the DIP Facility and the liens securing the DIP Facility.

J. Valid Non-Primed Pre-Petition Senior Liens. The liens, if any, of the
following parties, but only to the extent such liens were, as of the Filing Date, valid, enforceable
and not subject to avoidance and only to the extent the claims in respect of such liens remain
unpaid, shall not be primed by the liens securing the DIP Facility: (i) National Penn Bank’s
mortgage against the National Headquarters building in Schnecksville, Pennsylvania; (i) M&T
Bank’s security interest in Cash Collateral in an account with M&T Bank totaling approximately
$1.83 million securing approximately $1.9 million of letters of credit issued by M&T Bank on
behalf of the Debtors; (iii) the Georgia Bond Trustee’s security interest in the gross revenue and
certain real estate owned by KidsPeace Georgia; (iv) the liens in financed or leased equipment,

inventory, and/or machinery of each of Marlin Leasing Corporation, Hewlett-Packard Financial
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Services Company, Cisco Systems Capital Corporation, CIT Technology Financing Services,
Inc., Univest Capital Inc., LEAF Funding, Inc. LEAF Capital Funding, LLC, De Lage Landen
Financial Services, Inc., and IKON Financial Services, (v) the Bond Trustee’s mortgage against
the Orchard Hills Campus real property; and (vi) the PBGC’s liens in the Collateral (other than

the Debtors’ receivables and the proceeds thereof) (collectively, the “Valid Non-Primed Pre-

Petition Senior Liens”); provided however that so long as the liens specified in clauses (v) and
(vi) constitute Valid Non-Primed Pre-Petition Senior Liens in respect of the Designated Real
Property, the Terms Loans shall not be available for borrowing by the Debtors.

K. Business Judgment and Good Faith. The terms of the Postpetition
Financing including the interest rates and fees applicable thereto, are at least as favorable to the
Debtors as those available from alternative sources. The terms of the Postpetition Financing
have been negotiated in good faith and at arm’s length among the Debtors, the Lender Parties
and the Bond Trustee, reflect the Debtors’ exercise of prudent business judgment consistent with
their fiduciary duties, and are fair and reasonable under the circumstances, and are enforceable in
accordance with applicable law. The credit extended to the Debtors by the Lender Parties under
the Postpetition Financing, the Interim Order and this Final Order shall be deemed to have been
extended in “good faith” as that term is used in section 364(e) of the Bankruptcy Code, and in
express reliance upon the protections set forth therein, and shall be entitled to the full protection
of section 364(e) of the Bankruptcy Code in the event that the Interim Order, this Final Order or

any provision thereof or hereof is vacated, reversed or modified, on appeal or otherwise.

L. Need for Approval. The Debtors have no alternative source of financing
to meet their immediate and projected obligations, including payroll and other operating

expenses, and consequently, it is essential that the Court approve the Postpetition Financing.
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Consummation of the Postpetition Financing and authorization of the use of the Prepetition
Collateral (including Cash Collateral) in accordance with the terms of this Final Order are
therefore in the best interests of the Debtors’ estates, and are consistent with the Debtors’

exercise of their fiduciary duties.

M. Jurisdiction and Venue. This Court has jurisdiction over the Cases, the
Motion and the parties and property affected hereby pursuant to 28 U.S.C. §§ 157(b) and 1334.
This Final Order is entered in a “core” proceeding as defined in 28 U.S.C. §§ 157(b)(2)(A), (D),
(G), (K) and (M). Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409.
The statutory predicates for the relief sought herein are sections 105, 361, 362, 363, 364(c)(1),
364(c)(2), 364(c)(3), 364(d)(1), 364(e) and 507(b) of the Bankruptcy Code and Bankruptcy
Rules 2002, 4001, 6004 and 9014.

N. Notice. Notice of the Final Hearing was provided in accordance with the

Interim Order, constitutes appropriate, due and sufficient notice thereof, and complies with
Bankruptcy Rules 4001(b) and (c) and the Local Bankruptcy Rules, and no further notice of the
relief sought at the Final Hearing and the relief granted herein is necessary or required.

Based upon the foregoing, IT IS HEREBY ORDERED, ADJUDGED AND

DECREED as follows:
Approval and Authorization.
1. Motion Granted. The Motion is granted to the extent provided herein.

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

2. Approval of Documents. The Postpetition Financing, the DIP Agreement,

including the DIP Loan Amendment, and the Loan Documents are hereby approved subject to
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the terms of this Final Order. The failure to reference or discuss any particular provision of the
DIP Agreement or any other Loan Document shall not affect the validity or enforceability of any
such provision.

3. Authorization to Execute and Deliver Documents. The Debtors are

expressly authorized, empowered and directed to do and perform all acts to make, execute,
deliver and implement the DIP Agreement and any other Loan Document of any kind required to
be executed and delivered in connection therewith. Upon execution and delivery of the DIP
Agreement and the Loan Documents, as the case may be, the DIP Agreement and the Loan
Documents shall constitute valid, binding and non-avoidable obligations of the Debtors,
enforceable against the Debtors in accordance with the terms of this Final Order and the DIP
Agreement and the Loan Documents. No obligation, payment, transfer or grant of security under
the DIP Agreement, the Loan Documents or this Final Order shall be stayed, restrained,
voidable, avoidable or recoverable under the Bankruptcy Code or under any applicable
nonbankruptcy law (including without limitation, under sections 502(d), 548 or 549 of the
Bankruptcy Code or under any applicable state Uniform Fraudulent Transfer Act, Uniform
Fraudulent Conveyance Act or similar statute or common law), or subject to any defense,
reduction, setoff, recoupment or counterclaim. The Debtors are authorized and directed to pay
all principal, interest, fees, costs and other expenses that may be required or necessary for the
Debtors to perform all of their obligations under this Final Order, the DIP Agreement and the
Loan Documents without any further order or approval of the Court.

4, Authorization to Borrow: the Budget. Good and sufficient cause has been

shown for the entry of this Final Order. The Debtors are authorized and empowered to borrow

funds pursuant to the DIP Agreement for the purposes permitted under the DIP Agreement and
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this Final Order, all in accordance with the budget attached to this Final Order as Exhibit B (the
“Budget”).

5. Amendments. The Lender Parties and the Debtors may amend, modify,
supplement or waive any provision of the DIP Agreement or the Loan Documents if such
amendment, modification, supplement or waiver is not material (in the good faith judgment of
the Lender Parties and the Debtor), without any need to apply to, or receive further approval
from, the Court; provided, however, the Lender Parties and the Debtors shall provide advance
notice of any such non-material amendment, modification, supplement or waiver to the
Committee. Any material amendment, modification, supplement or waiver shall be in writing,
signed by the parties and approved by the Court on appropriate notice.

Gemino Obligations.

6. Payment of Gemino in Full and Release of All Gemino Liens.

(@ The claims of Gemino as set forth in the Gemino Debt Statement are
hereby finally allowed (without any requirement for Gemino to file a proof of claim) as fully
secured claims pursuant to sections 502 and 506 of the Bankruptcy Code and shall not be subject
to objection, avoidance, reconsideration, setoff, surcharge, recoupment, subordination,
recharacterization, disgorgement, refund, or other challenge of any kind by any Debtor, the
Committee or any creditor or party in interest. Subject to reconciliation of Gemino's final legal
fees and expenses as provided below, Gemino shall be entitled to permanently retain all
payments and proceeds of collateral at any time received by it from any Debtor or its estate, and
no such payments or proceeds at any time received by Gemino shall be subject to disgorgement,
refund or return for any reason. Effective as of May 24, 2013, (i) the rights and obligations of

Gemino under the deposit account control agreements, depository agreements, blocked account
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agreements and lockbox agreements to which Gemino and any of the Debtors were parties were
assigned to and assumed by Agent, and (ii) Gemino shall have no further obligations thereunder.

(b)  The Debtors and the Committee, for themselves and all persons or entities
claiming or purporting to claim on behalf of, under or through any Debtor or its bankruptcy
estate (including any Chapter 7 or Chapter 11 trustee or agent or trust subsequently appointed or
established in any of these cases) hereby release, acquit, and forever discharge Gemino from any
and all claims and causes of action that any of them has or ever has had against Gemino relating
in any way to any Debtor, the Gemino Credit Agreement, the administration thereof or the
collateral pledged thereunder, based upon any act or failure to act, or any transaction entered into
or concluded, on or before the date of entry of this Order, or other facts now in existence, in each
case whether such events, transactions or facts are known or unknown, and including, without
limitation, all avoidance actions, “derivative actions” under state or federal law, lender liability
and breach of contract claims, and claims for disgorgement or refund of payments or proceeds of
collateral at any time received by Gemino.

© Gemino iand-ﬂs—ﬂfﬁ-hmes{ for itself and all persons or entities claiming or

purporting to claim on behalf of, under or through Gemino ‘and—nﬁ-ﬁﬁﬁ-he%es-] hereby releases, |

acquits, and forever discharges the Debtors jthcir-estates—and-theirrespective-eurrent-and-formes

claims and causes of action that Gemino {amrtHitsaffitratesf has or ever has had against the Debtorg
kehasoe‘relating in any way to $rry=eftre=Bebtor-Retenseesy the Gemino Credit Agreement, the

administration thereof or the collateral pledged thereunder, based upon any act or failure to act,

or any transaction entered into or concluded, on or before the date of entry of this Order, or other
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facts now in existence, in each case whether such events, transactions or facts are known or
unknown, including, without limitation, all breach of contract claims; provided, however, that the
Debtors shall not be discharged or released from their obligations set forth in sub-paragraph 6(d)
immediately following this sub-paragraph.

(d) Not later than 10 days after entry of this Order, Gemino shall provide to
counsel for the Debtors, the Commiittee, the Bond Trustee and the United States Trustee copies
of invoices for Gemino's legal fees and expenses that had not been paid by the Debtors as of the
Petition Date and those incurred after the Petition Date, and each of the Debtors, the Committee,
the Bond Trustee and the United States Trustee shall have 10 days thereafter within which to
object in writing (including by electronic mail) to the reasonableness of such fees and expenses.
If such an objection is timely made and is not withdrawn, then the Court shall resolve the
dispute. If no such objection is timely made or is made but withdrawn, then Gemino may pay
such fees and expenses from the funds paid to Gemino on May 24, 2013, and shall refund any
excess to the Debtors, and the Debtors shall pay to Gemino in cash any deficiency that remains
unpaid after application of such funds. Upon and subject to Gemino's receipt of such payment, if
any, Gemino shall be deemed to have released and shall no longer have any liens upon or
security interests in any asset of any Debtor. For the avoidance of doubt, notwithstanding
anything to the contrary herein or in the Interim Order, as of the entry of this Final Order,
Gemino shall have no claim against or lien in the Preference Actions (as defined below) and the
Bond Trustee Avoidance Actions (as defined below).

) This paragraph 6 of this Order (i) shall be binding upon and enforceable
against Gemino, each Debtor, the Committee, each Debtor’s bankruptcy estate, any Chapter 11

or Chapter 7 trustee or agent or trust appointed or established for any Debtor, any person or
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entity purporting to assert claims under, through or on behalf of any Debtor or its estate, and all
creditors and parties in interest, and (ii) shall be incorporated in and not altered by any Chapter

11 plan proposed or confirmed in any of these Chapter 11 cases.

Use of Prepetition Collateral (Including Cash Collateral),
7. Use of Prepetition Collateral (Including Cash Collateral). The Debtors are

authorized to use the Prepetition Collateral (including the Cash Collateral subject to the liens and
security interests of the Affected Parties and the Georgia Bond Trustee) during the period from
the Filing Date until the occurrence and continuation of an Event of Default (as defined in the
DIP Agreement) for the same purposes as set forth in and in accordance with this Final Order,
the DIP Agreement and the Budget, provided that the Affected Parties are granted adequate
protection as set forth below.

Payment of Lender Debt.

8. Payment of Principal, Interest, Fees, Etc. The Debtors shall pay to the

Lender Parties principal and interest as provided in this Final Order, the DIP Agreement and the
Loan Documents in accordance with the procedures herein and therein set forth (and the Lender
Parties shall be permitted to charge such amounts to the DIP Facility). In consideration of the
financial and other accommodations to be made by the Lender Parties under this Final Or_der, the
DIP Agreement and the Loan Documents, the Debtors are hereby authorized and directed,
without further order of the Court, to pay to the Lender Parties all fees and charges as set forth
herein and in the DIP Agreement and the Loan Documents and to reimburse the Lender Parties
for all reasonable out of pocket expenses and professional fees and related disbursements
incurred by the Lender Parties in connection with the preparation of the DIP Agreement and the
Loan Documents or in connection with or related to the Debtors or the Cases; provided that the

Lender Parties shall provide a copy of any invoices (redacted with respect to privileged matters)
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for their professional fees and expenses to counsel for the Debtors, counsel for the Bond Trustee,
counsel for the PBGC, counsel for the Committee, and the Office of the United States Trustee,
and in absence of an objection filed with this Court within 10 days after receipt of such invoices,
the Debtors are authorized and directed to pay the amount of such invoices.

Superpriority Administrative Claim; Collateral.

9. Superpriority Administrative Expense Claim; Carveout: Waiver under

Section 506(c). All of the Lender Debt shall have the status of an allowed Superpriority
Administrative Expense Claim in the Cases pursuant to section 364(c)(1) of the Bankruptcy
Code, having priority over any and all administrative expenses, adequate protection claims and
all other claims against the Debtors, whether heretofore or hereafter incurred, of any kind or
nature whatsoever, including without limitation, all administrative expenses of the kind specified
in sections 503(b) and 507(b) of the Bankruptcy Code, and over any and all administrative
expenses or other claims arising under sections 105, 326, 328, 330, 331, 503(b), 506(c), 507(a),
507(b), 546, 726, 1113 or 1114 of the Bankruptcy Code, whether or not such expenses or claims
may become secured by a judgment lien or other non-consensual lien, levy or attachment, which
allowed claims shall for purposes of section 1129(a)(9)(A) of the Bankruptcy Code be
considered administrative expenses allowed under section 503(b) of the Bankruptcy Code,
subject only to the Carveout; provided that the Agent and Lenders shall not have a Superpriority
Administrative Expense Claim against the Preference Actions (as defined below) and the Bond
Trustee Avoidance Actions (as defined below). Except for the Carveout, (i) no claim or expense
having a priority senior or pari passu to the priority granted to the Lender Parties in the Interim
Order or this Final Order shall be granted or permitted in the Cases, or any superseding chapter 7
case, and (ii) no other costs or expenses of administration of any kind, nature or description

whatsoever shall be imposed against the Collateral under sections 105, 506(c), or 552 of the
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Bankruptcy Code or otherwise, in each case, while any portion of the Lender Debt remains
outstanding.

For purposes hereof, the “Carveout” means amounts payable after the
Lender Parties have ceased making loans or advances under the Postpetition Financing pursuant
to the terms hereof and the DIP Agreement: (i) pursuant to 28 U.S.C. § 1930(a)(6); (ii) on
account of unpaid Court-allowed fees and expenses of a trustee appointed under section 726(b)
of the Bankruptcy Code in an amount not to exceed $10,000; and (iii) on account of unpaid
Bankruptcy Court-allowed professional fees and expenses (whether incurred prior to or
subsequent to a Termination Event (as defined below)) of (w) so long as the Plan Support
Agreement has not been terminated, the Bond Trustee, including the allowed fees and expenses
of its counsel and advisors, if no official bondholder committee is formed, (x) attorneys,
accountants, financial advisors and consultants retained by the Debtor, the Committee, and/or the
patient care ombudsman, (y) the patient care ombudsman, and (z) the out-of-pocket expenses of
Committee members pursuant to sections 327, 328, 333 and 1103 of the Bankruptcy Code

(clauses (w) through (z) collectively, “Professional Expenses”™); provided that the aggregate

amount of Professional Expenses entitled to priority over the Superpriority Administrative
Expense Claim and the liens and security interests granted pursuant hereto, the DIP Agreement

and/or the Loan Documents (“Priority Professional Expenses™), shall not exceed in the aggregate

$1,275,000 (collectively, the “Priority Professional Expense Cap”); provided, further that, any

retainers or any payments to such professionals under sections 330 and 331 of the Bankruptcy
Code in respect of fees and expenses incurred that were actually paid to such professionals prior
to the occurrence of a Termination Event, shall not reduce the Priority Professional Expense

Cap; and provided, further that, notwithstanding the foregoing, the limited priority granted

61282784.doc 18



Case 13-14508-ref Doc 156 Filed 06/20/13 Entered 06/20/13 14:32:35 Desc Main
Document  Page 19 of 43

hereunder or under the DIP Agreement and/or the Loan Documents for Priority Professional
Expenses shall not waive any right of the Lender Parties or any other party in interest to object to
fees and expenses constituting such Professional Expenses. Notwithstanding the foregoing, no
loans or advances made under the Postpetition Financing nor any portion of the Carveout may be
used to prosecute actions, claims, demands or causes of action against the Lender Parties or to
object to or contest in any manner, or to raise any defense in any pleading to the validity,
perfection, priority or enforceability of tﬁe liens and security interests granted to the Lender
Parties hereunder, or the Lender Debt.

10.  Payment of Administrative Expenses. Unless an Event of Default shall
have occurred (or would result from such payment), subject to the Budget, the Debtors shall be
permitted to pay, as the same may become due or authérized and payable, administrative
expenses of the kind specified in section 503(b) of the Bankruptcy Code incurred in the ordinary
course of their businesses (other than as prohibited under paragraph 11 hereof). After the
occurrence of a Termination Event that is continuing, trustee fees payable under section 726 of
the Bankruptcy Code, and compensation and reimbursement of expenses to professionals
allowed and payable under sections 328, 330 and 331 of the Bankruptcy Code, shall be limited
by the amount and terms of the Carveout and the restrictions contained in paragraph 11 hereof.

11.  Collateral Security. As security for the full and timely payment of the

Lender Debt, the Agent, for the benefit of the Lenders, is hereby granted pursuant to section
364(c)(2), (3) and (d) of the Bankruptcy Code, liens on, and security interests in, all of the
Collateral, subject only to the Carveout, the Valid Non-Primed Pre-Petition Senior Liens and the
Bond Trustee’s Priming Adequate Protection Lien (as defined below). The term “Coilateral”

shall have the definition ascribed thereto in the DIP Agreement (as amended by the DIP Loan

61282784 .doc 19



Case 13-14508-ref Doc 156 Filed 06/20/13 Entered 06/20/13 14:32:35 Desc Main
Document  Page 20 of 43

Amendment) and includes all of the Debtors’ assets including, without limitation, whether now
existing or owned or hereafter arising or acquired, all receivables, all general intangibles and
payment intangibles, contract rights, deposits and deposit accounts, goods, inventory, machinery
and equipment, goodwill and investment property, membership rights, privileges and interests in
any person, real property and leasehold interests, and all cash and non-cash proceeds of the
foregoing. The term “Collateral” shall include any and all causes of action of the Debtors and
their estates under sections 544, 545, 548, 549, 550 and 724 of the Bankruptcy Code and any
proceeds thereof (excluding Preference Actions and Bond Trustee Avoidance Actions, the

“Avoidance Actions Collateral”), and shall not include causes of action of the Debtors and their

estates under section 547 of the Bankruptcy Code and any proceeds thereof (“Preference
Actions™) or causes of action of the Debtors and their estates under sections 544, 545, 547, 548,
549, 550 and 724 of the Bankruptcy Code against the Bond Trustee or any holders of the Bonds

and any proceeds thereof (the “Bond Trustee Avoidance Actions”). For avoidance of doubt,

there shall not be any Valid Non-Primed Pre-Petition Senior Liens or any other liens senior in

priority to the liens of the Agent in the Debtors’ receivables or the proceeds thereof.

12. No Subordination. The liens on, and security interests in, the Collateral
granted to the Agent under the Interim Order and this Final Order and pursuant to the DIP
Agreement and the Loan Documents shall not be subordinated to, or made pari passu with, any
other lien or security interest, however and whenever arising, in the Cases or any superseding
chapter 7 case, other than Valid Non-Primed Pre-Petition Senior Liens, the Bond Trustee’s

Priming Adequate Protection Lien and the Carveout.
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13.  Automatic Perfection of Liens.

(@ The liens and security interests granted to the Agent hereunder, under the
DIP Agreement and/or Loan Documents are valid, binding, continuing, enforceable and fully-
perfected with the priorities herein and therein set forth.

()] The Lender Parties shall not be required to file any financing statements,
mortgages, notices of lien or similar instruments in any jurisdiction or filing office, or to take any
other action in order to validate or perfect the liens and security interests granted by or pursuant
to the Interim Order, this Final Order, the DIP Agreement and/or Loan Documents.

(©) Should the Lender Parties, in their sole discretion, from time to time,
choose to file such financing statements, mortgages, notices of lien or similar instruments, take
possession of any Collateral securing the Lender Debt for perfection purposes, or take any other
action to protect from infringement or otherwise validate or perfect any such security interest or
lien, the Debtors and their officers are hereby directed to execute any such documents or
instruments as the Lender Parties 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
the Interim Order.

(d)  In the discretion of the Lender Parties, a certified copy of the Interim
Order and/or this Final Order may be filed with or recorded in filing or recording offices in
addition to or in lieu of such financing statements, mortgages, notices of lien or similar
instruments, and all filing offices are hereby directed to accept such certified copy of this Final
Order for filing and recording, and such certified copy shall be deemed filed and recorded at the

time and on the date of entry of the Interim Order.
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Limitation on Governmental Offset and Other Rights.

14.  Limitation on Governmental Entities. The authority of any governmental
unit (as defined in the Bankruptcy Code), including without limitation HHS, all applicable
Pennsylvania and other State Medicaid and health agencies, and the departments, divisions and

agencies thereof (a “Governmental Entity”), to collect pre-petition overpayments from the

Debtors shall be governed by this Final Order. A Governmental Entity shall have no right to
recoup provider reimbursement overpayments that were made to a Debtor from any amounts due
to such Debtor other than to recoup such overpayments that arise under the same provider
agreement or comparable applicable statutes, regulations, or arrangements, and in the same
provider cost-year as the amounts due to such Debtor arose. No person, including but not limited
to Governmental Entities, will be permitted to obtain a lien which is equal or senior to the liens
of the Agent on the Collateral.
Termination.

15.  Termination. Notwithstanding the provisions of section 362 of the
Bankruptcy Code and without order of or application or motion to the Court, in the event of
(a) the failure of the Debtors to perform any of their material obligations under this Final Order,
or (b) the occurrence and continuance of an Event of Default, then and upon the occurrence of

either of the foregoing (each a “Termination Event™), and at all times during the continuance

thereof, the Lender Parties may upon not less than three (3) business days prior written notice to
the Debtors and their counsel, the Office of the United States Trustee, counsel for the Bond
Trustee, counsel for the PBGC and counsel for the Committee exercise any and all rights and
remedies allowed under this Final Order, the DIP Agreement, the Loan Documents and/or
applicable law; provided, however, that notwithstanding the foregoing and section 362 of the

Bankruptcy Code, and without order of or application or motion to the Court, if a Termination
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Event exists, the Lender Parties may do one or more of the following at any time and in any
order: (i) reduce the amount of the Borrowing Base used in computing availability under the
DIP Agreement, (ii) restrict the amount of or refuse to make Revolving Advances or Term Loans
under the DIP Agreement or terminate or reduce the Lender Parties’ commitment to lend under
the DIP Agreement, (iii) continue to apply collections on receivables and other Collateral to the
Lender Debt, and/or (iv) declare the Lender Debt to be immediately due and payable. The
Lender Parties’ failure to exercise rights under this paragraph shall not constitute a waiver of any
of their rights. The Debtors waive any right to seek relief under the Bankruptcy Code, including,
without limitation, under section 105 of the Bankruptcy Code, or to seek any other injunctive or
similar relief at any time including following a Termination Event, to the extent any such relief
would in any way restrict or impair the rights and remedies of the Lender Parties set forth in this
Final Ofder, the DIP Agreement and/or the Loan Documents; provided that such waiver shall not
preclude the Debtors or other party in interest from contesting whether a Termination Event has
occurred and is then continuing,.

16.  Maturity Date. In addition to any rights and remedies of the Lender
Parties under the terms of this Final Order, the Postpetition Financing shall immediately and
automatically terminate and the Lender Debt shall be immediately due and payable upon the
Maturity Date.

Adequate Protection for the Affected Parties.

17.  Adequate Protection to Affected Parties. As adequate protection, to the

extent of any diminution in value (if any) of the Affected Parties’ liens (if any) in the Collateral
following the Filing Date, the Affected Parties are granted replacement liens (the “Adequate

Protection Liens”) in all Collateral (which, solely in the case of the Bond Trustee, includes
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Avoidance Actions Collateral, subject to the prior rights of the Agent and the Lenders therein,
and for all Affected Parties aside from the Bond Trustee excludes all Avoidance Actions
Collateral); provided, however, with respect to the diminution in value (if any) of receivables
(and the proceeds thereof) which are Collateral of the PBGC, (i) such diminution in value (if
any) shall be determined solely with respect to Non-Obligated Group Receivables (as defined in
the Motion), and (ii) any replacement liens respecting such diminution in value (if any) shall be
only in Collateral of Debtors which are Non-Obligated Group members. The Adequate
Protection Liens shall be (i) junior in priority to the Valid Non-Primed Pre-Petition Senior Liens,
the Carveout and the liens of the Lender Parties securing the Lender Debt; provided that until
such time as the Term Loans become available for borrowing, the Bond Trustee’s Adequate
Protection Liens securing up to $2 million of diminution in value (if any) following the Filing
Date of the Bond Trustee’s Valid Non-Primed Pre-Petition Senior Lien in the Debtors’
receivables and the proceeds thereof shall be senior to the liens securing the Lender Debt in the
Orchard Hills Campus real property (the “Bond Trustee’s Priming Adequate Protection Lien”);
and (ii) if the replacement liens are in Collateral shared by the Affected Parties, in accordance
with the ratios of the diminution (if any) in value of their respective shared Collateral following
the Filing Date and subject to the provisions of the PBGC Subordination Agreement (as defined
in the Motion).

18.  Collection Period. For a period of 120 days following a Termination

Event (the “Collection Period”), the Agent shall only apply proceeds of the Debtors’ receivables

in repayment of the Lender Debt. During the Collection Period, all proceeds of Collateral (other
than the Debtors’ receivables), after satisfaction of Valid Non-Primed Pre-Petition Sentor Liens,

shall be retained by the Borrowers in a segregated account for the benefit of the Agent, which
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proceeds shall be applied in repayment of the Lender Debt immediately following the Collection
Period. Following the Collection Period, the Agent may apply any proceeds of Collateral
(subject to the Valid Non-Primed Pre-Petition Senior Liens) in repayment of the Lender Debt in
its sole discretion in accordance with the Loan Agreement.

19.  No Filing Required. The Affected Parties shall not be required to file any

financing statements, mortgages, notices of lien or similar instruments in any jurisdiction or
filing office, or to take any other action in order to validate or perfect the Adequate Protection
Liens granted by or pursuant to the Interim Order or this Final Order. The Affected Parties shall
have no right to seek or exercise any rights or remedies in respect of the Adequate Protection
Liens unless the Lender Parties have consented thereto (including pursuant to intercreditor
agreements with the Affected Parties) or the Lender Debt has been indefeasibly paid and
satisfied in full accordance with the DIP Agreement, the Loan Documents and this Final Order.

Additional Adequate Protection for and
Stipulations Regarding the Bond Trustee.

20.  Debtors’ Stipulations. The Debtors stipulate and agree as follows, without

prejudice to the rights of parties in interest in the Cases including the Committee:

(a) The 1998 and 1999 Bonds. Certain of the Debtors, namely KP

Corp., KPNC, and KPCH (collectively, the “Obligated Group™) issued the Bonds through the

Lehigh County General Purpose Authority in the original principal amount of $74,985,000. The
Bond Trustee was granted a lien on, and security interest in, all of the Gross Receipts (as defined
in the Trust Indenture for the Bonds) of the Obligated Group to secure the Bonds. The amount
of Bond debt currently outstanding is $51,310,000 plus accrued interest (the “Bond Debt”). As a
result of the default by the Obligated Group in the payment of debt service on the Bonds in 2012,

the Debtors, with the exception of KidsPeace National Centers of Georgia, Inc., entered into a
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Forbearance Agreement (the “Forbearance Agreement”) dated January 11, 2013 with the Bond
Trustee, consented to by the holders of the majority in principal amount of the Bonds (the

“Majority Bondholders™) whereby, among other things, KP Corp. executed a mortgage limited to

$15,000,000 on the Debtors’ Orchard Hills Campus in Orefield, PA in favor of the Bond Trustee,
as mortgagee, as partial consideration for the Bond Trustee’s agreement to forbear from the
exercise of remedies available to it due to the defaults of the Obligated Group. The Bond
Trustee also has a lien against a debt reserve fund containing two accounts aggregating
$3,650,000.

(b) The Debtors and the DIP Lenders have stipulated, admitted,
acknowledged and agreed that the Bond Trustee’s liens in the Gross Receipts of the Obligated
Group, the Orchard Hills Campus in Orefield, PA and the debt reserve fund, as further described
in paragraph 22(a) above, are valid, enforceable and non-avoidable liens. As of the Filing Date,
the outstanding amount owed by the Obligated Group to the Bond Trustee respecting the Bonds
was approximately $56,000,000 inclusive of accrued interest.

21. Superpriority Administrative Expense Claim; Waiver under Section
506(c). In accordance with section 507(b) of the Bankruptcy Code, the amount of any
diminution in value (if any) of the Bond Trustee’s liens in the Collateral following the Filing
Date shall have the status of an allowed Superpriority Administrative Expense Claim in the
Cases pursuant to section 364(c)(1) of the Bankruptcy Code, having priority over any and all
administrative expenses, adequate protection claims and all other claims against the Debtors,
whether heretofore or hereafter incurred, of any kind or nature whatsoever, including without
limitation, all administrative expenses of the kind specified in sections 503(b) and 507(b) of the

Bankruptcy Code, and over any and all administrative expenses or other claims arising under
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sections 105, 326, 328, 330, 331, 503(b), 506(c), 507(a), S07(b), 546, 726, 1113 or 1114 of the
Bankruptcy Code, whether or not such expenses or claims may become secured by a judgment
lien or other non-consensual lien, levy or attachment, which allowed claims shall for purposes of
section 1129(a)(9)(A) of the Bankruptcy Code be considered administrative expenses allowed
under section 503(b) of the Bankruptcy Code, subject and junior only to the Carveout and the
Agent’s and Lenders’ Superpriority Administrative Expense Claim; provided, however, that the
Bond Trustee shall not have a Superpriority Administrative Expense Claim against the
Preference Actions and the Bond Trustee Avoidance Actions. Except for the Carveout and the
Agent’s and Lenders’ Superpriority Administrative Expense Claim, (i) no claim or expense
having a priority senior or pari passu to the priority granted to the Bond Trustee in the Interim
Order or this Final Order shall be granted or permitted in the Cases, or any superseding chapter 7
case, and (ii) no other costs or expenses of administration of any kind, nature or description
whatsoever shall be imposed against the Collateral under sections 105, 506(c), or 552 of the
Bankruptcy Code or otherwise, in each case, while any portion of the Bond Debt remains
outstanding.

22. Reporting Requirements to Bond Trustee. As a condition to the use of the

Bond Trustee’s Prepetition Collateral and Cash Collateral, the Debtors shall (i) provide to the
Bond Trustee each and every document, report or financial statement that they are required to
provide to the DIP Lenders under Section 8.9 of the DIP Agreement at the same time they
provide the reports, documents or financial statements to the DIP Lenders; and (ii) comply with
Article 10 of the DIP Agreement.

23. Limitation on Use of Carveout, No portion of the Carveout may be used

to prosecute (as opposed to investigate) actions, claims, demands or causes of action against the
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Bond Trustee, including but not limited to the Bond Trustee Avoidance Actions, or to object to
or contest in any manner, or to raise any defense in any pleading to the validity, perfection,
priority or enforceability of the liens and security interests granted to the Bond Trustee, whether
prior to the Filing Date or respecting the Adequate Protection Liens granted herein to the Bond
Trustee, or to validity or enforceability of the Bond Debt.

24.  Bond Trustee Events of Default. The occurrence of any of the following

events, unless waived by the Bond Trustee in writing, shall constitute an event of default (each, a
"Bond Trustee Event of Default"), following which, if not cured by Debtors within 10 days
following written notice by the Bond Trustee to the Debtors, the Lenders and the PBGC and their
respective counsel (except in the case of clauses (c) or (d) below, for which no notice shall be
required), the Debtors’ authorization to use the Bond Trustee’s Prepetition Collateral and Cash
Collateral shall be immediately terminated:

(a) the Debtors’ failure to comply with the financial covenants set
forth in Section 10.1(a) of the DIP Agreement;

(b)  the Debtors’ failure to perform, in any material respect, any of
their obligations under this Final Order;

(c)  dismissal of these Cases, the appointment of a chapter 11 trustee or
examiner with expanded powers in the Cases, or the conversion of a Case to chapter 7;

(d) any stay, reversal, vacatur, or rescission of the terms of this Final
Order affecting the rights of the Bond Trustee and not consented to by the Bond Trustee;

(e) the occurrence of a Termination Event; or

® the assignment by the Debtors or their estates, or by any chapter 7

or 11 trustee, to the Committee or any other party in interest of the right to pursue any Bond
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Trustee Avoidance Actions, except pursuant to an order of the Court, which respect to which the
Bond Trustee was furnished notice and an opportunity to object.

Miscellaneous Provisions.

25.  Reporting Requirements. The Debtors are obligated to allow access to the
Lender Parties, the Bond Trustee, the PBGC, the Committee and their respective representatives
and to provide information with respect to and otherwise comply with the undertakings and
agreements set forth in this Final Order, the DIP Agreement and the Loan Documents and such
obligations shall continue until the indefeasible payment in full of all Lender Debt and the
Lender Parties’ commitment to loan money to the Debtors under the DIP Agreement is
terminated. The Debtors shall provide to the Committee each and every document, report or
financial statement that they are required to provide to the DIP Lenders under Section 8.9 of the
DIP Agreement at the same time they provide the document, report or financial statement to the
DIP Lenders.

26.  Collection Accounts. Citizens Bank shall continue to comply with its
obligations under the Governmental Depository Agreement dated as of September 14, 2009 in
respect of Account No. 622481-XXXX and the Governmental Depository Agreement dated as of
September 14, 2009 in respect of Account No. 622351-XXXX (collectively, the “Depository
Agreements”) including to maintain the Special Collections Accounts (as defined in each
Depository Agreement) and shall transfer all collections and proceeds of accounts receivable
deposited in the Special Collections Account in accordance with the terms of the Depository
Agreement to the Agent, in accordance with the written instructions to be provided by the Agent
to Citizens Bank.

27. Binding Effect of Order; Successors and Assigns. The DIP Agreement,

the Loan Documents and this Final Order shall be binding upon all parties-in-interests in the
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Cases, including without limitation, the Lender Parties, the Bond Trustee, the PBGC, the
Committee and the Debtors and their respective successors and assigns, including, without
limitation, any chapter 11 trustee or chapter 7 trustee or similar responsible person hereafter
appointed as a representative of the Debtors’ estates and any such successors or assigns, without
further order of this Court and shall inure to the benefit of the Lender Parties, the Bond Trustee,
the PBGC, and the Debtors and their respective successors and assigns. The Debtors and their
successors and assigns shall be deemed authorized and directed to comply with the provisions of
this Final Order, the DIP Agreement and the Loan Documents; provided, however, that the
Lender Parties shall have no obligation to extend any financing to any chapter 11 trustee or
chapter 7 trustee or similar responsible person appointed for the estates of the Debtors.

28. No Impairment of Liens and Order. The liens, security interests,

Superpriority Administrative Expense Claims, Lender Debt and other rights and remedies
granted to the Lender Parties under the Interim Order, this Final Order, the DIP Agreement or the
Loan Documents, and the Adequate Protection Liens and other rights herein granted to the Bond
Trustee and the PBGC, and any actions taken pursuant hereto or thereto shall survive, and shall
not be modified, altered or impaired in any manner by (a) any other financing or extension of
credit or incurrence of debt by the Debtors (under section 364 of the Bankruptcy Code or
otherwise), (b) the entry of an order confirming any plan of reorganization, (c) the entry of an
order converting the Cases to chapter 7 or dismissing the chapter 11 case, or (d) the maturity of
the Lender Debt. The Interim Order, this Final Order, the DIP Agreement and the Loan
Documents shall continue in force in the Cases or any superseding chapter 7 case, and the liens
and security interests granted to the Agent, the Bond Trustee and the PBGC and the

Superpriority Administrative Expense Claims and payment provisions contained in the Interim
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Order, this Final Order, the DIP Agreement and/or the Loan Documents shall continue in effect
until (i) in the case of the Lenders, the Lender Debt is indefeasibly satisfied, paid, and discharged
and (ii) in case of the Bond Trustee and the PBGC, the Cases are dismissed.

29.  Good Faith. Having been found to be extending the Postpetition
Financing to the Debtors in good faith, the Lender Parties are entitled to the full protection of
section 364(e) of the Bankruptcy Code with respect to the Lender Debt and the Superpriority
Administrative Expense Claims and liens created or authorized by this Final Order in the event
that this Final Order or any authorization contained herein is stayed, vacated, reversed or
modified on appeal. If any provision of this Final Order is hereafter modified, vacated, reversed
or stayed by subsequent order of this or any other court for any reason, such modification,
vacation, reversal or stay shall not affect the validity, enforceability and priority of any of the
Lender Debt or the claims, liens and security interests granted to the Lender Parties under this
Final Order, the DIP Agreement and/or the Loan Documents, and the validity, enforceability or
priority of the Lender Debt and the claims, liens and security interests of the Lender Parties shall
be governed in all respects by the original provisions of this Final Order, and the Lender Parties
shall be entitled to all of the rights, privileges and benefits granted herein, including, without
limitation, the liens, security interests and priorities granted to the Agent in this Final Order with
respect to all Lender Debt.

30.  No Third Party Beneficiaries. Other than as expressly set forth herein, no
rights are created hereunder for the benefit of any third party, or any direct, indirect or incidental

beneficiary.
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31.  No Marshaling. Except as set forth in paragraph 20 hereof, in no event
shall the Lender Parties be subject to the equitable doctrine of “marshaling” or any similar
doctrine with respect to the Collateral.

32. No Wajver. Any Lender Party’s delay or failure to exercise rights and
remedies under the DIP Agreement, the Loan Documents or this Final Order shall not constitute
a waiver of the Lender Party’s rights hereunder, thereunder or otherwise, unless any such waiver
is pursuant to a written instrument executed in accordance with the terms of the DIP Agreement,
the Loan Documents and this Final Order.

33. Payments Free and Clear. Any and all payments or proceeds remitted to

the Lender Parties, the Bond Trustee or the PBGC pursuant to the provisions of this Final Order
or any subsequent order of this Court shall be received free and clear of any claim, charge,
assessment or other liability, including without limitation, any such claim or charge arising out of
or based on, directly or indirectly, sections 506(c) (whether asserted or assessed by, through or
on behalf of the Debtors) or 552(b) of the Bankruptcy Code.

34. Insurance. The Agent is deemed to be the loss payee under the Debtors’
insurance policies and shall act in that capacity and distribute any proceeds recovered or received
in respect of any such insurance policies to the payment in full of the Lender Debt, subject as
applicable to the Valid Non-Primed Pre-Petition Senior Liens and the Carveout.

35.  Automatic Stay. The automatic stay imposed by virtue of section 362 of
the Bankruptcy Code is hereby vacated and modified insofar as necessary to permit the Lender
Parties and the Bond Trustee to take any action authorized or contemplated by this Final Order,

the DIP Agreement or the Loan Documents and to carry out the terms thereof, subject, however,
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to the satisfaction of any notice, procedural and other conditions contained in this Final Order,
the DIP Agreement and/or the Loan Documents.

36.  No Control. By consenting to this Final Order, by making advances, loans
or extending financial accommodations of any type, kind or nature under this Final Order or by
administering the loans made hereunder, none of the Lender Parties shall be deemed to be in

”

control of the operations of the Debtors or to be acting as a “responsible person,” “managing
agent” or “owner or operator” (as such terms or any similar terms are used in the United States
Comprehensive Environmental Response, Compensation and Liability Act, as amended, or any
similar Federal or state statute) with respect to the operation or management of the Debtors.

37. Exculpation. Nothing in this Final Order, the Interim Order, the DIP
Agreement or any other Loan Documents shall in any way be construed or interpreted to impose
or allow the imposition upon the Lender Parties, the Bond Trustee and the PBGC, any liability
for any claims arising from the prepetition or postpetition activities of the Debtors in the
operation of their businesses, or in connection with their restructuring efforts. So long as the
Lender Parties, the Bond Trustee and the PBGC comply with their respective obligations under
this Final Order, the DIP Agreement and the Loan Documents and their obligations under
applicable law (including the Bankruptcy Code), (a) the Lender Parties, the Bond Trustee and the
PBGC shall not, in any way or manner, be liable or responsible for (i) the safekeeping of the
Collateral, (ii) any loss or damage thereto occurring or arising in any manner or fashion from any
cause, (iii) any diminution in the value thereof, or (iv) any act or default of any carrier, servicer,
bailee, custodian, forwarding agency or other person, and (b) all risk of loss, damage or

destruction of the Collateral shall be borne by the Debtors.
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38.  Inconsistency. In the event of any irreconcilable inconsistency between
this Final Order and the DIP Agreement, the Interim Order, any Loan Document or any other
agreement heretofore or hereafter entered into by and between the Debtors and the Lender
Parties, the Bond Trustee or the PBGC, the terms of this Final Order shall govern and control.

39.  Retention of Jurisdiction. The Bankruptcy Court shall retain jurisdiction

to enforce the provisions of this Final Order, and this retention of jurisdiction shall survive the
confirmation and consummation of any chapter 11 plan for the Debtors notwithstanding the
terms or provisions of any such chapter 11 plan or any order confirming any such chapter 11
plan.

40.  Immediate Docketing of Order. The Clerk of the Court is hereby directed

to forthwith enter this Final Order on the docket of this Court maintained in regard to the Cases.

41.  Effectiveness. This Final Order shall constitute findings of fact and
conclusions of law and shall take effect and be fully enforceable immediately upon entry hereof.
Notwithstanding Bankruptcy Rules 4001(a)(3), 6004(h), 6006(d), 7062, or 9014 of the
Bankruptcy Rules or any other Bankruptcy Rule, or Rule 62(a) of the Federal Rules of Civil
Procedure, this Final Order shall be immediately effective and enforceable upon its entry and
there shall be no stay of execution or effectiveness of this Final Order.

42.  Headings. Section headings used herein are for convenience only and are
not to affect the construction of or to be taken into consideration in interpreting this Final Order.
Dated: Reading, Pennsylvania

~
June 29 2013
Rl s

UNITED STATES BA lsTCY JUDGE
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FIRST AMENDMENT, dated as of June 20, 2013 (the “First Amendment”) to the LOAN AND
SECURITY AGREEMENT (prior to the effectiveness of the First Amendment, the “Original Agreement”,
and following the effectiveness of the First Amendment, the “Agreement”) dated as of May 24, 2013,
among KIDSPEACE CORPORATION, a Pennsylvania non-profit corporation (“KidsPeace”), KIDSPEACE
CHILDREN’S HOSPITAL, INC., a Pennsylvania non-profit corporation (“KidsPeace Children’s Hospital”),
KIDSPEACE MESABI ACADEMY, INC. a Pennsylvania non-profit corporation (“KidsPeace Mesabi”),
KIDSPEACE NATIONAL CENTERS, INC., a Pennsylvania non-profit corporation (“KidsPeace National
Centers”), KIDSPEACE NATIONAL CENTERS OF GEORGIA, INC., a Pennsylvania non-profit corporation
(“KidsPeace Georgia”), KIDSPEACE NATIONAL CENTERS OF NEW ENGLAND, INC., a Pennsylvania non-
profit corporation (“KidsPeace New England”), KIDSPEACE NATIONAL CENTERS OF NEW YORK, INC., a
New York non-profit corporation (“KidsPeace New York”), KIDSPEACE NATIONAL CENTERS OF NORTH
AMERICA, INC.,, a New York non-profit corporation (“KidsPeace North America”), and IRON RANGE
SCHOOL, INC., a Pennsylvania non-profit corporation (“Iron Range”), and each other Person joined
hereto from time to time as a borrower (KidsPeace, KidsPeace Children’s Hospital, KidsPeace Mesabi,
KidsPeace National Centers, KidsPeace Georgia, KidsPeace New England, KidsPeace New York, KidsPeace
North America and Iron Range, each a debtor and debtor-in-possession under chapter 11 of the
Bankruptcy Code (as hereinafter defined) and together with its successors and assigns, each a
“Borrower” and collectively, the “Borrowers”), KidsPeace, as the Borrower Representative pursuant to
the provisions of Section 13.18 (the “Borrower Representative”), HFG HEALTHCO-4, LLC, a Delaware
limited liability company (“HF-4”), in its capacity as a lender with a Revolving Commitment (together
with its successors and permitted assigns in its capacity as the initial lender making Revolving Advances,
the “Revolving Lenders”), HEALTHCARE FINANCE GROUP, LLC, a Delaware limited liability company
(“HFG”) its capacity as (1) the initial lender with a Term Commitment (together with its successors and
permitted assigns in its capacity as a lender making Term Advances, the “Term Lenders”; the Revolving
Lenders and the Term Lenders, collectively, the “Lenders”), and (2) administrative agent and collateral
agent for the Revolving Lenders and the Term Lenders (together with its successors and permitted
assigns in those capacities, the “Agent”). Terms not otherwise defined in the First Amendment shall
have the meanings set forth in the Original Agreement.

The Borrowers each filed a voluntary petition for relief under chapter 11 of the Bankruptcy Code
in the United States Bankruptcy Court for the Eastern District of Pennsylvania (the “Bankruptcy Court”)
on May 21, 2013 (the “Filing Date”).

In connection with the filing of the Final Financing Order with the Court, parties hereto have
agreed to amend the Original Agreement in the manner set forth below. Accordingly, the parties hereto
agree as follows:

Section 1. Amendments. The Original Agreement is hereby amended as follows:

(a) Section 1.1 of the Original Agreement is hereby amended by (i) deleting the
defined term “Avoidance Actions” in its entirety, and (ii} adding the following new defined terms
and placing them in their appropriate alphabetical order:

“i

Avoidance Actions Collateral’ means all causes of action of the Borrowers and
their estates under sections 544, 545, 547, 548, 550 and 724 of the Bankruptcy Code,
and any proceeds thereof, other than Preference Actions and Bond Trustee Avoidance
Actions.” ’
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Doc 156 Filed 06/20/13 Entered 06/20/13 14:32:35 Desc Main



Case 13-14508-ref Doc 156 Filed 06/20/13 Entered 06/20/13 14:32:35 Desc Main
Document  Page 37 of 43

“‘Bond Trustee Avoidance Actions’ means all causes of action of the Borrowers
and their estates under sections 544, 545, 547, 548, 550 and 724 of the Bankruptcy
Code against the Bond Trustee and the holders of the Bonds, and any proceeds
thereof.”

“‘Preference Actions’ means all causes of action of the Borrowers and their
estates under section 547 of the Bankruptcy Code, and any proceeds thereof.”

“‘“Termination Event’ has the meaning set forth in the Final Order.”

(b) The defined term “Carveout” appearing in Section 1.1 of the Original Agreement
is hereby amended by deleting the phrase “Event of Default” appearing in the fifth and final
lines thereof and substituting therefor the phrase “Termination Event”.

(c) Section 3.2(a) of the Original Agreement is hereby amended by deleting the
parenthetical appearing in clause (10) thereof in its entirety, and substituting therefor the word
“Collateral”.

(d) Section 11.1 of the Original Agreement is hereby amended by (i) deleting the
phrase “30 days” appearing in the first line of clause (19) and substituting therefor the phrase
“60 days”, (ii) deleting the figure “$100,000” appearing in the fourth line of clause (30) and
substituting therefor the figure “$200,000”, and (iii} deleting clause (32) in its entirety and
substituting therefor the following:

“(32) Any Governmental Entity commences to exercise any right of offset or
recoupment in an amount greater than $100,000 in contravention of the
Orders.”

Section 2. Continued Effectiveness. Except for the amendments set forth in Section 1
hereof, nothing herein shall be deemed to be an amendment or waiver of any covenant or agreement
contained in the Original Agreement or any other Loan Document and each of the parties hereto agrees
that all of the covenants and agreements and other provisions contained in the Original Agreement and
the other Loan Documents, as amended or otherwise modified by this First Amendment, are hereby
ratified and confirmed in all respects and shall remain in full force and effect in accordance with their
terms from and after the date of this First Amendment. The terms “Agreement”, “hereof”, “herein” and
similar terms as used in the Agreement and each reference in the other Loan Documents to “the
Agreement” “thereunder,” “thereof” or words of like import referring to the Credit Agreement shall
mean and refer to, from and after the effectiveness of this First Amendment, the Agreement as
amended and modified by this First Amendment, and as it may in the future be amended, restated,
modified or supplemented from time to time in accordance with its terms. This First Amendment shall
constitute a Loan Document under the Agreement.

Section 3. Governing Law. EXCEPT TO THE EXTENT GOVERNED BY THE BANKRUPTCY
CODE, THIS FIRST AMENDMENT, AND THE AGREEMENT AS AMENDED BY THIS FIRST AMENDMENT, AND
ALL MATTERS ARISING OUT OF OR RELATING TO THIS FIRST AGREEMENT AND THE AGREEMENT AS
AMENDED BY THIS FIRST AMENDMENT, SHALL, IN ACCORDANCE WITH SECTION 5-1401 OF THE
GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK, BE GOVERNED BY THE LAWS OF THE STATE
OF NEW YORK, WITHOUT REGARD TO ANY CONFLICTS OF LAWS PRINCIPLES THEREOF THAT WOULD
CALL FOR THE APPLICATION OF THE LAWS OF ANY OTHER JURISDICTION.
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Section 4. Execution in Counterparts. This First Amendment may be executed in
counterparts, each of which when so executed will be deemed to be an original and all of which when
taken together will constitute one and the same agreement. Delivery of an executed counterpart of this
First Amendment by facsimile or electronic mail shall be equally as effective as delivery of an original
executed counterpart of this First Amendment. Any party delivering an executed counterpart of this
First Amendment by facsimile or electronic mail also shall deliver an original executed counterpart of
this First Amendment to Agent but the failure to deliver an original executed counterpart shall not affect
the validity, enforceability, and binding effect of this First Amendment.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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The parties are signing this First Amendment as of the date stated in the preamble.

BORROWERS:

61332576_1.docx

KIDSPEACE CORPORATION

By:

Desc Main

Name:
Title:

KIDSPEACE CHILDREN’S HOSPITAL, INC.

By:

Name:
Title:

KIDSPEACE MESABI ACADEMY, INC.

By:

Name:
Title:

KIDSPEACE NATIONAL CENTERS, INC.

By:

Name:
Title:

KIDSPEACE NATIONAL CENTERS OF GEORGIA, INC.

By:

Name:
Title:
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KIDSPEACE NATIONAL CENTERS OF NEW ENGLAND, INC.

By:

Name:
Title:

KIDSPEACE NATIONAL CENTERS OF NEW YORK, INC.

By:

Name:
Title:

KIDSPEACE NATIONAL CENTERS OF NORTH AMERICA,
INC.

By:

Name:
Title:

IRON RANGE SCHOOL, INC.

By:

Name:
Title:
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AGENT:

HEALTHCARE FINANCE GROUP, LLC,

as the Agent
By:
Name:
Title:

REVOLVING LENDER:

HFG HEALTHCO-4, LLC,
as a Revolving Lender

By:

Name:
Title:

TERM LENDER:

HEALTHCARE FINANCE GROUP, LLC,
as a Term Lender

By:

Name:
Title:

61332576_1.docx



Case 13-14508-ref

O1224K33 . doc

Doc 156 Filed 06/20/13 Entered 06/20/13 14:32:35 Desc Main
Document  Page 42 of 43

EXHIBIT B

BUDGET
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