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FILED ;
UNITED STATES BANKRUPTCY COURT DEC 02
WESTERN DISTRICT OF TENNESSEE 1999 .
WESTERN DIVISION JED @, WEINTRAUR
In re MERIDIAN CORPORATION, } Case Nos. 99-28923-L throu R I:R-IENN
a/k/a MEDSHARES, INC,, } Chapter 11 9-2%038-2
}
Debtors. }
and }
}
In re SYMPHONY HOME CARE } Case Nos. 99-30101-L through 99-30125-L
SERVICES NO. 18-LOUISIANA, }  Chapter 11
}NC., }
}
Debtors. }

ORDER RESOLVING DISPUTES, ALLOWING DEBTORS TO
SELL ACCOUNTS RECEIVABLE AND TO INCUR POST-PETITION

DEBT UNDER 11 U.S.C. § 364 AND GRANTING SUPERPRIORITY LIENS

THIS MATTER is before the Court upon the joint motion (the “Joint Motion) of National
Century Financial Services, Inc., National Premier Financial Services, Inc., NPF VI, Inc., NPF VIII,
.Inc., NPF IX, Inc. and NPF X, Inc. (collectively, “NPF”), Debtors, Stephen H. Winters, and Darcy
Winters. As evidenced by the signatures of counsel of record for the parties appearing below and/or
as ordered by the Court, the parties have stipulated and agreed and the Court finds as follows:

BACKGROUND

1. On July 29, 1999 (the “Original Petition Date””) Meridian Corporation and 102 related
corporations (collectively, the “Original Debtors” and, individually, the “Original Debtor”) each
filed voluntary petitions under Chapter 11 of the United States Bankruptcy Code (hereinafter the
“Bankruptcy Code”).

2. On August 20, 1999 (the “Second Petition Date” and, together with thé Original

Petition Date, the “Petition Date”) twenty-five additional corporations (collectively, the “Additional

Debtors and, individually, the “Additional Debtor”) that are related to the Original Debtors filed
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voluntary petitions under Chapter 11 of the Bankruptcy Code. The Original Debtors and the
Additional Debtors are hereinafter collectively referred to as “Debtors” and individually as |
“Debtor.”

3. Debtors continue to operate their businesses as debtors-in-possession pursuant to
§§1107 and 1108 of the Bankruptcy Code.

4, Debtors’ cases are jointly administered.

5. Substantially all Debtors, as well as several related entities who are not Debtors (the
“Non-Debtors™ and, together with Debtors, the “Medshares Entities”) have executed numerous Sale
and Subservicing Agreements (collectively, the “Pre-Petition Sale Agreements”) with NPF pursuant
to which Debtors and the other Medshares Entities have sold substantially all of their accounts
receivable to NPF. As of the Original Petition Date, the outstanding advances under the Pre-Petition
Sale Agreements totaled approximately $157 million. Such sales appear to be validly perfected by
the filing under the Uniform Commercial Code.

6. NPF has also made certain pre-petition loans to Debtors in the approximate principal
amount of $20 million (the “Pre-Petition Loans”) of which approximately $13.9 million was
outstanding as of the Petition Date. The security interests in the collateral pledged to secure the Pre-
Petition Loans appear to be validly perfected under Article 9 of the Uniform Commercial Code.

7. On August 12, 1999, the Court entered an Agreed Order Allowing Debtors to Sell
Accounts Receivable and to Incur Post-Petition Debt Under 11 U.S.C. §364 and to Grant
Superpriority Lien (the “Interim Order”). On September 3, 1999, by amendment to the Interim
Order, which such amendment was effective as of the Second Petition Date, the Court subjected the

Additional Debtors to the Interim Order.
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8. Pursuant to the Interim Order, the Debtors sold to NPF certain accounts receivable
under the terms and conditions of that certain Post-Petition Sale and Subserving Agreement (the ..
“Post-Petition Sale Agreement”) by and between Debtors and NPF X, Inc. and National Premier
Financial Services, Inc. A copy of the Post-Petition Sale Agreement is attached to the Interim Order
and is by this reference incorporated herein.

9. On August 20, 1999, NPF filed a Motion for Order to Show Cause Why the Debtor(s)
Should Not Be Held in Contempt for Violation of the Interim Order (the “Show Cause Motion”).
The Show Cause Motion will be resolved by this Order.

10.  NPF has initiated an action (the “Ohio Litigation”) in the United States District Court
for the Southern District of Ohio against Stephen H. Winters (“SHW”) and Darcy Winters
(collectively, the “Winters™) alleging, among other things, that the Winters have converted funds
belonginé to NPF. This Order provides a procedure for resolving the Ohio Litigation.

11.  SHW previously pledged certain shares of stock in a Debtor to secure a loan from
NPF to certain Debtors. NPF has provided SHW with notice of default under said loan and notice
that the pledged stock will be sold. The stock sale issue will be resolved as a result of en:.ry of this
Order.

12.  On October 14, 1999, Debtors and the Winters filed a Complaint for Injunctive Relief
Pursuant to 11 U.S.C. §105(a) [the “Section 105 Complaint”] against NPF. The Section 105
Complaint will be resolved by this Order.

13. On October 27, 1999, NPF filed a Motion to Appoint Trustee or, in the Altcrnative,
to Appoint an Examiner (the “Trustee Motion™). The Trustee Motion will be resolved by this Order.

14.  On October 14, 1999, certain objections to the Interim Order came to be heard in
open court; however, the Court continued the hearing at the request of the parties. Pending a final
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hearing on said objections, the parties agreed and the Court entered orders pursuant to which NPF
provided funding to Debtors on October 15, 1999, October 22, 1999, October 29, 1999, November
12, 1999, November 18, 1999 and November 26, 1999.

15.  On November 3, 1999, Debtors filed an Emergency Motion to Allow and Authorize
Debtors to Use Periodic Interim Payments from Health Care Finance Administration. After hearing
proof regarding said motion, the Court denied the motion on November 10, 1999.

16.  Prior to and following the Court’s denial of Debtors’ emergency motion, Debtors and
NPF entered into negotiations respecting the settlement of the disputes and open issues between the
parties. As a result of said negotiations, on November 11, 1999, Debtors and NPF agreed to the
terms and conditions upon which certain issues and disputes would be resolved and executed a Term
Sheet (the “Term Sheet”) to evidence the terms and conditions of said settlement.

1’7. Consistent with the Term Sheet, on November 12, 1999, the Court entered an order
pursuant to which NPF provided funding to Debtors on November 12, 1999 in the amount of $14.6
million, and NPF provided funding on November 18, 1999 and November 26, 1999 in the aggregate
amount not to exceed $14.6 million (the actual amount to be funded by NPF on each such date is
the amount certified by the Monitoring Agent (hereinafter defined) or the treasurer of the Debtors
as being mnecessary to satisfy Debtors’ immediate expense needs, including Chapter 11
reorganization costs, as more fully set forth in the Court’s order).

18.  The Court has examined the Joint Motion and has considered statements of counsel
adduced in open court, together with the entire record in this cause.

19.  The parties agree to the resolution and settlement of all disputes and issues upon the
terms and conditions hereinafter set forth.

20.  The Joint Motion is well taken and should be granted.
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THE PARTIES STIPULATE AND THE COURT FINDS AND ORDERS AS FOLLOWS:

21.  The provisions of paragraphs 1 through 20 hereof are incorporated herein by
reference.

22.  Debtors have filed a total of 128 petitions under Chapter 11 of the Bankruptcy Code
between July 29, 1999 and August 20, 1999, and are continuing the operation of their businesses as
debtors-in-possession. All said cases are being jointly administered.

23.  On July 29, 1999, approximately $1,500,000 was received by the Original Debtors
as post-petition funding under the Post-Petition Sale Agreement. In addition, subsequent to July
29, 1999, Debtors have received or have deposited into their acéounts approximately $28 million
representing the proceeds of accounts receivable purchased by NPF prior to the Original Petition
Date but not paid over to NPF or accounts receivable in which NPF has a post-petition security
interest.

24.  In connection with the purchase of accounts receivable under the Post-Petition Sale
Agreement, NPF has advanced to Debtors the following approximate amounts: $8.8 million on
August 12, 1999; $4.4 million, on August 19, 1999; $4.4 million on August 26,1999; $4.4 million
on September 2, 1999; $4.4 million on September 9, 1999; $4.4 million on September 16, 1999; $4.8
million on September 23, 1999; $4.5 million on September 30, 1999; $4.1 million on October 7,
1999; $4.2 million on October 15, 1999; $7.3 million on October 22, 1999; $7.3 million on October
29, 1999; $14.6 million on November 12, 1999; $7.3 million on November 18, 1999; and $7.3
million on November 24, 1999,

25.  Pursuant to §§1107 and 1108 of the Bankruptcy Code, Debtors have retained
possession of their assets and are authorized, as debtors-in-possession, to continue the operation and
management of the businesses previously conducted by Debtors.
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26.  This Court has jurisdiction to enter this Order pursuant to 28 U.S.C. §§157(b)(2) and
1334, and consideration of this Order is a core proceeding as defined in 28 U.8.C. §§157(b)(2)(A)
and (D).

27.  Debtors seek continued and “permanent” authority, to continue to sell certain
accounts receivable under the terms and conditions of the Post-Petition Sale Agreement previously
approved by the Court.

28.  The Post Petition Sale Agreement shall be effective on the Original Petition Date as
to the Original Debtors and on the Second Petition Date as to the Additional Debtors. All advances
made under the Post-Petition Sale Agreement to the Original Debtors shall be deemed post-petition
obligations. Any advances made to the Additional Debtors under the Post-Petition Sale Agreement
with respect to accounts receivable generated prior to the Second Petition Date shall be deemed pre-
petition (;bligations of the Additional Debtors, and all advances made to the Additional Debtors
under the Post-Petition Sale Agreement following the Second Petition Date shall be deemed post-
petition obligations of the Additional Debtors. Any and all parties to the Post-Petition Sale
Agreement that are not debtors-in-possession shall be jointly and severally liable for all Debtors’
post-petition obligations to NPF. Each Debtor shall be jointly and severally liable for all post-
petition obligations of Debtors to NPF, whether arising under contract, tort or otherwise, including,
without limitation, the obligations under the Post-Petition Sale Agreement.

29.  The “periodic interim payments” received from Medicare (as used herein, any
reference to “Medicare” shall include any fiscal intermediary therefor) shall be applied based upon
the dates of service reflected in the “remittance advices” received from time to time from Medicare

in accordance with the remittance advices as and when received. Accordingly,
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(a) To the extent that the remittance advices received from Medicare reflect dates
of service prior to the applicable Petition Date, the periodic interim payments shall be applied |
toward Debtors’ pre-petition obligations to NPF; and

(b)  To the extent that the remittance advices received from Medicare reflect dates
of service after the applicable Petition Date, the periodic interim payments shall be applied toward
Debtor’s post-petition obligations to NPF.

GOVERNANCE OF DEBTORS

30.  The charter, articles of incorporation, by-laws and other governance documents as
may be necessary (collectively, the “Governance Documents™) of each Debtor will be amended, as
may be necessary, to provide that the Debtors will be governed by a five-member board of directors
(the “Board” or the “Board of Directors™). Except as otherwise provided in this Order, the members
of the Board cannot be removed by Debtors’ shareholders until the first to occur of: (a) the entry
of an order of this Court removing any director at the request of Debtors’ shareholders; (b) the
confirmation of a plan of reorganization with respect to Debtors; or (c) the termination of the period
in which Debtors have the exclusive right to file a plan of reorganization, which such period shall
include the confirmation process. The amended Governance Documents shall contain prohibitions
against removal consistent with the immediately preceding sentence.

31. The members of the Board shall consist of: the Class A Director, the Class B
Director, the Class C Director, the Class D Director and the Class E Director (collectively the
“Directors” and, individually, a “Director”). The Directors (including any successor member that
may be required by reason of the occurrence of a vacancy following the resignation or removal of

any Director) shall be selected, designated and appointed as follows:

-7- CAMyFEiles JRDAMedS hares\nders99 Deceanbe 2 Seqtlement Order 7.wpd



(a) The Class A Director, which shall be SHW, and the Class B Director shall
be appointed by SHW or Paul Winters, in their sole and absolute discretion; provided, however, the
Class B Director must be an individual who (i) is not related by blood or marriage to any of Debtors’
shareholders, and (ii) is not currently (nor at any time in the past has been) an officer, employee or
consultant of any Debtor.

(b) The Class C Director shall be appointed by NPF in its sole and absolute
discretion.

(¢)  The Class D Director shall be appointed from time to time by agreement of
the Class A Director and the Class C Director; provided, however, until his resignation or removal,
John C. Miller shall be the Class D Director.

(d)  The Class E Director shall be an individual who (i) is not related by blood or
marriage to any of Debtors’ shareholders, and (ii) is not currently (nor at any time in the past has
been) an officer, employee, consultant or independent contractor of any Debtor. The Class E
Director shall be appointed by the majority vote of the Class A Director, the Class C Director and
the Class D Director.

32. The Class A Director may be removed, with or without cause by Debtors’
shareholders. The Class C Director may be removed, with or without cause by NPF. The Class D
Director may be removed by the agreement of the Class A Director and the Class C Director. The
Class E Director may be removed by the majority vote of the Class A Director, the Class C Director
and the Class D Director. The Class B Director may be removed by either (a) SHW or Paul
Winters, or (b) the majority vote of the Class C Director, the Class D Director and the Class E

Director.
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33.  The Class B Director may not be appointed until the Class E Director is appointed.
During any period in which a vacancy in the office of the Class E Director exists, the Class B
Director shall have no voting rights and shall not be counted towards any quorum with respect to
any matter presented to the Board .

34.  Consistent with selection process described in paragraph 31 hereof: SHW has been
selected as the Class A Director, Alexander J. Hoinsky has been selected as the Class C Director,
and John C. Miller has been selected as the Class D Director. The Class B Director and the Class
E Director have not been selected as of the date of this Order, but will be selected in accordance with
the process described in paragraph 31 hereof.

35.  Debtors shall pay each Director a fee equal to $1,500 for each meeting actually
attended by such Director and shall reimburse each Director for his out-of-pocket expenses for
travel, lodging and meals incurred in connection with attending each meeting; provided, however,
the reimbursement for such out-of-pocket expenses shall be limited to $1,500 for each meeting.
Notwithstanding the preceding sentence, no person who is an employee of or who has been retained
as a consultant by Debtors shall receive any fee or expense reimbursement for attending any meeting
of the Directors.

36.  The Official Unsecured Creditors Commi'ttee (the “OUCC”) shall receive prior notice
of all Board meetings and shall have the right: (a) to have a non-voting representative of the OUCC
present at all such meetings, (b) to have such representative participate in all Board discussions, and
(c) to obtain the Budget and all information presented to the Board. Neither the OUCC nor the
OUCC’s representative shall be liable to Debtors, any of Debtors shareholders or any other person
or entity, for any actions or inactions in connection with the foregoing; and the OUCC and its

representative shall have the same indemnification, injunctive relief and other protections as are
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provided to Board members and NPF pursuant to this Order in connection with actions or inactions
of the Board and the OUCC’s representative. ”

37.  Except for claims based upon gross negligence or intentional misconduct, no Director
shall be liable to Debtors, any of Debtors’ shareholders or any other person or entity for any claim
asserted against any Director for any act performed or omitted to be performed in connection with
the business of Debtors or his duties as a member of the Board. Debtors, jointly and severally,
together with their successors and assigns shall indemnify and hold harmless each Director from and
against any and all liabilities, losses, costs, damages, or expenses incurred by reason of any act
performed or omitted to be performed by any Director in connection with the business of Debtors
or his duties as a member of the Board, including attorneys’ fees and disbursements incurred by such
Director in connection with the defense of any action based on any such act or omission; provided,
however, such indemnity shall not apply to acts or omissions based on a Director’s gross negligence
or intentional misconduct. If any claim, suit or action is brought against any Director by reason of
any act performed or omitted to be performed in connection with the business of Debtors or his
duties as a member of the Board in violation of this paragraph 37, such Director shall be entitled,
in addition to any other remedies allowed by law, to injunctive relief enjoining and restraining the
prosecution of any such claim, suit or action.

38.  No claim whatsoever may be asserted against NPF, SHW or any other person based
upon or arising out of the actions or inactions of the Director selected by such person; and Debtors,
Jointly and severally, together with their successors and assigns shall indemnify and hold harmless
NPF, SHW or any other person who appoints a director from and against any and all liabilities,
losses, costs, damages, or expenses incurred by reason of any act performed or omitted to be
performed by any Director selected by such person, including attorneys’ fees and disbursements
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incwrred in connection with the defense of any action based on any such act or omission. If any

claim, suit or action is brought against NPF, SHW or any other person who appoints a director by
reason of any act performed or omitted to be performed by the Director selected by such person in
violation of this paragraph 38, NPF, SHW or any other person who appoints a director shall be
entitled, in addition to any other remedies allowed by law, to injunctive relief enjoining and
restraining the prosecution of any such claim, suit or action.
39. A “Monitoring Agent” approved by Debtors and NPF shall be appointed by Debtors.

The Monitoring Agent shall report to the Board and shall have the power to ensure that (i) Debtors
comply with the terms of this and any other orders of this Court; and (ii) full and complete
disclosure of information (financial and otherwise) pertaining to the Medshares Entities is made to
NPF and other interested parties. John C. Miller is designated and appointed as the initial
Monitoring Agent.

(a) All treasury and accounting functions for Debtors shall report to the
Monitoring Agent and shall be managed by the Monitoring Agent in strict compliance with all
applicable orders of this Court, the Post-Petition Sale Agreement and the Accounting Procedures
(hereinafter defined). No directions contrary to the lawful instructions given by the Monitoring
Agent shall be given to the persons responsible for performing the treasury and accounting functions
for Debtors.

(b) Subject to approval of the Court, the Monitoring Agent’s compensation shall
be established by the Board.

(c) Except as approved by the Board and this Court, the Monitoring Agent may

not be removed.
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(d) The Monitoring Agent may resign immediately upon written notice to
Debtors, the Board and the Court. Not less than five (5) days after receipt of notice of the
Monitoring Agent’s resignation, the Board shall appoint a successor Monitoring Agent.
(e) Except for claims based upon gross negligence or intentional misconduct, the
Monitoring Agent shall not be liable to Debtors, any of Debtors’ shareholders or any other person
or entity for any claim asserted against the Monitoring Agent for any act performed or omitted to
be performed in connection with the business of Debtors or his duties as Monitoring Agent.
Debtors, jointly and severally, together with their successors and assigns shall indemnify and hold
harmliess the Monitoring Agent from and against any and all liabilities, losses, costs, damages, or
expenses incurred by reason of any act performed or omitted to be performed by the Monitoring
Agent in connection with the business of Debtors or his duties as Monitoring Agent, including
attorneys’ fees and disbursements incurred by the Monitoring Agent in connection with the defense
of any action based on any such act or omission; proyided, however, such indemnity shall not apply
to acts or omissions based on the Monitoring Agent’s gross negligence or intentional misconduct.
If any claim, suit or action is brought against the Monitoring Agent by reason of any act performed
or omitted to be performed in connection with the business of Debtors or his duties as the
Monitoring Agent in violation of this paragraph 39.(e), the Monitoring Agent shall be entitled, in
addition to any other remedies allowed by law, to injunctive relief enjoining and restraining the
prosecution of any such claim, suit or action.
40.  NPF and the OUCC agree not to assert any claim against the Monitoring Agent or
the Directors, acting in their capacity as Directors, except for gross negligence or intentional

misconduct by the Monitoring Agent or the Directors.
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41.  Debtors shall maintain insurance for the benefit of the Directors and the Monitoring
Agent to provide coverage with respect to claims for which indemnity is provided under the
provisions of paragraphs 37 or 39.(e) hereof, as applicable.

42.  SHW shall remain as chairman and chief executive officer of Debtors and shall
receive an annual salary of $425,000 payable in installments in accordance with Debtors’ customary
payroll practices. In addition to said salary but subject to such policies as may be adopted by the
Board from time to time, SHW shall receive customary benefits and expense reimbursements
received by other executives in Debtors’ employ. Any bonus or other compensation payable by
Debtors to SHW will require approval of the Board. The salary and benefits payable to SHW shall
be paid by TBN of TN, Inc., and no other Medshares Entity shall pay any direct compensation to
SHW; provided, however, nothing contained in this paragraph 42 shall prohibit TBN of TN, Inc.
~ from allé;cating its overhead among the various Debtors consistent with prior practices.

43.  Itis contemplated that a written contract (the “SHW Employment Agreement”) that
sets forth the terms of SHW’s employment will be prepared by the attorneys for SHW and
submitted to the Board for approval. Following approval by the Board, the SHW Employment
Agreement will be submitted to the Court for approval. In addition to the terms described in
paragraph 42 above, the SHW Employment Agreement will remain in full force and effect as a part
of Debtors’ plan of reorganization and will provide that, except for termination for cause arising
after November 11, 1999 (cause shall be defined in the SHW Employment Agreement), the
employment of SHW by Debtors will continue during the period in which Debtors have the
exclusive right to file a plan of reorganization and throughout the confirmation period and process.
Nothing contained in this Order shall be construed as a waiver of the right of the United States
Trustee to object to the compensation payable under or other terms contained in the SHW
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Employment Agreement, or any compensation payable to any other officer or employee of Debtors,
which such right is expressly reserved.

44, One or more of Debtors are obligated under leases (the “SHW Leases™), pursuant to
which SHW leases property to Debtors. NPF consents to an extension of the date for assuming or
rejecting the SHW Leases until the date on which Debtors’ plan of reorganization is confirmed.
Until confirmation of a plan of reorganization, the payments by Debtors under the SHW Leases will
continue in accordance with their terms and shall be assumed in the plan of reorganization.

45.  During the period in which Debtors have the exclusive right to file a plan of
reorganization and throughout the confirmation period and process, (2) Paul Winters’ position as
an executive vice president of Debtors shall be terminated only for cause arising after November 11,
1999 (cause shall be determined by the Board); (b) Darcy Winters® position as a senior vice
president of Debtors shall be terminated only for cause arising after November 11, 1999 (cause shall
be determined by the Board); (c) the compensation payable by Debtors to Paul Winters and Darcy
Winters shall not be materially altered without approval by the Board; and (d) any bonus or other
compensation payable by Debtors to Paul Winters or Darcy Winters shall require approval of the
Board.

46, Unless the Board determines otherwise, Debtors shall recruit and hire a chief .
operating officer, whose duties and functions shall be approved by the Board. For a period of not
less than thirty (30) days, SHW shall have the exclusive responsibility to recruit and nominate an
individual to serve as Debtors’ chief operating officer. SHW shall submit his candidate(s) for chief
operating officer, together with a description of the duties and responsibilities of such individual to
~ the Board for its approval. If no candidate submitted by SHW has been approved by the Board (or

SHW has not submitted a candidate) within the period during which SHW has the exclusive right
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to recruit and nominate a candidate, the Board may recruit and select an individual to serve as
Debtors’ chief operating officer.
BUDGETS AND INFORMATION

47.  Debtors have retained the services of Arthur Andersen LLP (“Arthur Andersen”) to
assist Debtors with respect to financial matters pertaining to Debtors’ business and their efforts to
successfully reorganize.

48.  NPF and the OUCC shall have reasonable access to representatives of Arthur
Andersen and all information produced by Arthur Andersen. To facilitate such access, no meetings
(other than normal, routine meetings) shall be held with Arthur Andersen without notice to NPF and
the QUCC, which such notice shall provide an opportunity for NPF and the OUCC to participate
in such meetings.

49, NPF’s employees, representatives and agents shall have reasonable access to
Debtors’ offices and files during normal business hours and in the presence of employees of Debtors
to review Debtors’ books \and records, monitor Debtors’ billing and collections of accounts
receivable, review patient account records and ledgers, and to obtain electronic files with respect
to the status of billing and collection efforts. As a part of the foregoing, NPF shall have the right
to have its employees, agents or representatives spend reasonable time and efforts ensuring that
billing and collection by Debtors is accomplished in an efficient manner, which in turn should
benefit all creditors and parties in interest.

50.  All formal requests for information from NPF, the QUCC or the Office of the United
States Trustee to Debtors shall be submitted through the Monitoring Agent; however, this shall not

limit the ability of NPF, the QUCC or the Office of the United States Trustee to contact Debtors’
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officers or Arthur Andersen directly to request information on an informal basis or to otherwise
implement the terms of this Order. |

51.  With the assistance of Arthur Andersen, Debtors shall develop comprehensive
information regarding the business and affairs of each Debtor so that reasoned judgments can be
made as to the advisability of continuing operations, selling operations or closing operations in
accordance with Debtors’ goal of consolidating the operations conducted by Debtors into one or
more entities having operations that are manageable and for which a financially feasible plan of
reorganization can be proposed.

52.  With the assistance of Arthur Andersen, Debtors shall prepare and submit to NPF for
its approval (which such approval shall not be unreasonably withheld or delayed) a detailed,
comprehensive cash flow budget (as may be revised from time to time, the “Budget’), which reflects
on a weekly basis Debtors’ estimated sources and uses of cash. The Budget may be revised from
time to time to reflect cost reductions and other restructuring initiatives of Debtors; provided,
however, any revised Budget must be submitted to and approved (such approval shall not be
unreasonably withheld or delayed) by NPF. Under no circumstances shall NPF be required to
approve a Budget that contains expenditures other than ordinary and necessary operating expenses
and reorganization expenses.

53.  Debtors shall immediately initiate programs so that their combined business
operations reach “break even” by January 15, 2000. As hereinafter provided, the submission of a
Budget that indicates Debtors’ ability to achieve “break even” operations by January 15, 2000 shall
be a condition to continued funding by NPF. With respect to Debtors’ business operations, the term
“break even” shall mean that the income (on a cash basis) generated by Debtors’ then current,
continuing business operations is equal to or greater than the payments due and payable in respect
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of Debtors’ then current, continuing business operations for the applicable accounting period;
provided, however, expenditures for (a) obligations incurred prior to the applicable accounting
period; and (b) the costs pertaining to Debtors’ Chapter 11 reorganization, including the fees of
Arthur Andersen, the fees of Debtors’ counsel, the fees of counsel to the QUCC and the quarterly
fees to the United States Trustee shall be excluded from the calculation.

54.  NPF and the OUCC and their respective representatives and agents shall have the
right, but not the obligation, to participate with any internal committee or study group formed or
constituted by Debtors to formulate plans to reach “break even” or to propose, file and confirm a
plan of reorganization; accordingly, Debtors shall provide notice to NPF, the Office of the United
States Trustee and the OUCC of the formation of any such group, together with the date or dates on
which any such group will meet. Debtors shall provide to NPF and the OUCC regular reports of
Debtors’ progress towards reaching “break even” and completing its reorganization, together with
such other reports that are required to be filed in the Office of the United States Trustee pursuant
to the Bankruptcy Code, the Rules of Bankruptcy Procedure, and applicable orders of this Court.

FURTHER FUNDING BY NPF

55.  If the Budget submitted to NPF is approved by NPF (which such approval will not
be unreasonably withheld or delayed), NPF shall provide weekly funding to Debtors in an amount
equal to the greater of: (a) the amount due under the Post-Petition Sale Agreement; (b) the weekly
expenditures contemplated in the Budget less the amount, if any, by which Debtors’ cash on hand
exceeds $1.0 million; or (c) 82% of the accounts receivable (net of applicable contractual

allowances) generated' during the week ending on the business day immediately preceding the

'The accounts receivable generated during the week ended on the business day immediately
preceding the Funding Date shall be estimated based upon the “visit reports” for the seven-day
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Funding Date (hereinafter defined). On each Funding Date, the amount to be funded under this
paragraph 55 shall be determined consistently for all Debtors (i.e., all Debtors must elect to ”
determine the amount to be funded under either clause (a), (b) or (¢), as applicable).

56.  Provided each of the conditions precedent to funding set forth in this Order have been
satisfied and no Event of Default (hereinafter defined) has occurred, the funding contemplated in
paragraph 55 hereof shall commence on December 2, 1999, and shall continue on Thursday (unless
such day is not a business day, in which case such funding shall be made on the following business
day) of each week thereafter until the earlier of (a) confirmation of & plan of reorganization, or (b)
March 1, 2000. With respect to such funding, NPF shall be deemed to have purchased from, and
Debtors shall be deemed to have sold to NPF, all of Debtors’ accounts receivable from all eligible
payors as defined in the Post-Petition Sale Agreement and shall be deemed to hold a security interest
in all Debtors’ rights to future payments from any and all sources, including, without
limitation,“self-pay” receivables.

57.  As a further condition to each funding by NPF:

(a) not later than 10:00 a.m. central time on the business day immediately
preceding each Funding Date, Debtors shall certify to NPF by affidavit of the Monitoring Agent or

treasurer of Debtors in substantially the form attached hereto as Exhibit “B” (i) the expenditures

period ending one (1) week prior to the Funding Date. The visit reports shall be certified by the
Monitoring Agent and shall be submitted to NPF not later than 10:00 a.m. central time on the
business day immediately preceding the applicable Funding Date; provided, however, no such
certification or reports shall be required for any week in which Debtors are not requesting funding
under the formula (82% of accounts receivable) set forth in paragraph 55(c). This estimate shall be
reconciled to the actual amount billed for the week ending on the business day immediately
preceding the Funding Date. Any amounts funded in excess of the 82% of such accounts receivable
shall be paid to NPF by Debtors on the next Funding Date, and any deficiency from such amount
shall be paid by NPF to Debtors on the next Funding Date.
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made from the proceeds of the funding by NPF on the Funding Date immediately preceding the
current Funding Date (provided, however, with respect to the funding on December 2, 1999, such
certification shall set forth the expenditures made from the funding on November 24, 1999), (ii) the
expenditures to be made from the proceeds of the funding then requested, and (iii) the amount of
Debtors’ cash on hand;

(b) not later than 10:00 a.m. central time on each Funding Date, Debtors shall
certify to NPF by affidavit of the Monitoring Agent or treasurer of Debtors in the form attached
hereto as Exhibit “C” (i) that all of the proceeds of accounts receivable collected from Eligible
Payors (as defined in the Post-Petition Sale Agreement) have been turned over to the NPF in
accordance with the procedures set forth on Exhibit “A” attached hereto and by this reference
incorporated herein (such procedures are hereinafter referred to as the “Accounting and Deposit
Procedures™) for the seven-day period ending on the business day immediately preceding the
applicable Funding Date; and (ii) the proceeds of accounts receivable collected from Eligible Payors
during the seven-day period ending on the business day immediately preceding the applicable
Funding Date.

58.  Debtors shall operate their business in accordance with the Budget. Accordingly,
without the prior written consent of NPF, Debtors shall not make any expenditure that causes the
actual expenditures for any week to exceed (a) any budgeted line item contained in the Budget by
more than 10%; or (b) the aggregate amount of all budgeted expenditures contained in the Budget
by more than 5%.

59.  Under the Post-Petition Sale Agreement all accounts receivable purchased by NPF

post-petition shall be separately identified and accounted for by Debtors in accordance with the Post-
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Petition Sale Agreement. The proceeds of all accounts receivable shall be deposited and accounted
for by Debtors and NPF in accordance with the Accounting and Deposit Procedures.

60.  Debtors shall not interfere with the procedures or the operation of the accounts
described in the Accounting and Deposit Procedures. Except as expressly permitted by NPF,
Debtors shall not direct any person or entity obligated to make a payment in respect of any account
receivable to pay funds into any account other than the accounts described in the Accounting and
Deposit Procedures and consistent with the orders of this Court.

61.  Promptly following receipt thereof, Debtors shall transmit to the Pre-Petition
Lockbox Accounts (as defined in the Accounting and Deposit Procedures) and the Post-Petition
Lockbox Accounts (as defined in the Accounting and Deposit Procedures), in kind with proper
endorsement, all monies, checks, notes, drafts or other property in the nature of items of payment
representing monies or proceeds of accounts receivable purchased by NPF (including “periodic
interim payments”). The automatic stay provided for in §362 of the Bankruptcy Code is hereby
modified for the foregoing purpose and to the extent necessary for NPF or its agents to open mail,
complete deposit slips, and to inspect the books and records of the Debtors in order to accomplish
the purposes of this Order, the Interim Order, all other orders of this Court and the Accounting and
Deposit Procedures.

62.  Debtors and NPF shall continue to reconcile accounts receivable purchased by NPF
(pre-petition and post-petition) and shall account for the proceeds thereof in the manner described
by this Order, the Pre-Petition Sale Agreements and the Post-Petition Sale Agreement. As such
proceeds are identified, they shall be deposited into the accounts and separately designated as
proceeds of accounts receivable purchased pre-petition or post-petition in accordance with the

Accounting and Deposit Procedures.
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63.  Except as otherwise provided herein, the terms of the Interim Order shall continue
to apply with respect to the Post-Petition Sale Agreement.

64.  The Court hereby authorizes and approves the Post-Petition Sale Agreement with
respect to all Debtors.

65.  The occurrence of any of the following shall constitute an “Event of Default”
hereunder and under the Post-Petition Sale Agreement:

(a) Debtors fail to submit the Budget;

(b)  Without NPF’s prior written consent, Debtors’ actual expenditures exceed the
amounts set forth in the Budget in excess of the variances permitted under paragraph 58 hereof;

(c) Debtors fail to file a plan of reorganization on or before March 1, 2000;

(d)  Any Debtor fails to comply with this Order or the Interim Order; or

(e) Debtors fail to reach “break even” (as defined in paragraph 53 hereof) on or
before January 15, 2000, or fail to maintain “break even” after January 15, 2000.

66.  Upon the occurrence of an Event of Default: (a) any commitment for further funding
contained hereunder or in any agreement shall be null, void and of no further force and effect; (b)
NPF shall have no further obligation to provide any further funding to Debtors hereunder or under
the Post-Petition Sale Agreement; and (c) without notice to any person or entity, including, without
limitation, Debtors, NPF may cease all funding hereunder and under the Post-Petition Sale
Agreement.

67.  If NPF fails to provide funding required to be made in accordance with the terms of
this Order, NPF shall be in default; and, until such time as such default is cured, Debtors shall be
permitted to use all cash on hand and the proceeds of all accounts receivable without the need for
a cash collateral order by the Court.
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POST-PETITION LIENS AND SECURITY INTERESTS

68.  To secure Debtors’ obligations under the Post-Petition Sale Agreement, Debtors use
of the proceeds of NPF’s accounts receivable post-petition and the diminution in the value of NPF’s
position under the Pre-Petition Sale Agreements that has occurred post-petition, pursuant to 11
U.S.C. §364(c) and (d), Debtors grant to NPF a super priority post-petition lien and security interest
in and to all of Debtors’ presently owned and hereafter acquired real and personal property and
fixtures, including, but not limited to, any and all: equipment; inventory; accounts; general
intangibles; instruments; securities; securities accounts; documents; chattel paper; deposit accounts;
cash; leases; medical records; interests in insurance policies; causes and choses of action including
any and all “avoidance” actions which may exist or arise under 11 U.S.C. §§544, 545, 547, 548, 549,
550, 552, 553, or 724(a), if any, asserted by one Debtor against another Debtor; the right to receive
settlement payments, periodic interim payments, cost report payments and other reimbursements and
payments from Medicare (and any fiscal intermediary therefor), Medicaid, commercial insurance
companies, health maintenance organizations, preferred provider organizations and other managed
care organizations and all products and proceeds thereof (where applicable, as defined in the
Uniform Commercial Code as adopted in the State of Ohio); and insurance proceeds (collectively
the “Post Petition Collateral”). The post-petition liens encumbering the Post-Petition Collateral shall
be deemed validly perfected and enforceable against a trustee in Bankruptcy as of the applicable
Petition Date, without the need of any further action on the part of NPF, including the necessity of
filing documents (including financing statements, continuation statements or statements reflecting
Debtors’ name changes), taking possession of property, giving notice, recording mortgages or deeds
of trust or the like. Except as specifically provided in Paragraph 69 below, the liens granted
hereunder shall be first-priority liens.
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69.  The liens granted in the Post Petition Collateral are subject to the following:

(a) All valid, perfected and unavoidable pre-petition liens and security interests
held by INSOUTH Bank with respect to the “Pledged CDs”, the “FHI Note” (and related security
for the FHI Note) and the other collateral securing the obligations owed to INSOUTH Bank (the
“INSOUTH Collateral”) as described in the objection of INSOUTH Bank; provided, however, NPF
shall have a validly perfected security interest in the INSOUTH Collateral subject only to the valid,
perfected and unavoidable pre-petition liens and security interests held by INSOUTH Bank.

(b)  Payments of statutory quarterly fees to the office of the United States Trustee
as required by applicable law,

{(c) Any carve-outs for professional fees or other expenses contained in any
existing order of this Court.

70.  To the extent that but for the filing of these bankruptcy cases NPF would be required
under applicable state law to file any financing statements reflecting Debtor’s name changes in order
to perfect or continue the perfection of its pre-petition security interests, NPF is not required to file
such financing statements and, notwithstanding that NPF does not file such financing statements,
NPF’s pre-petition security interests shall continue to be perfected to the same extent and with the
same priority as existed on the applicable Petition Date. In any event, such actions shall not improve
the pre-petition position of NPF, and the pre-petition obligations of Debtors to NPF shall be secured
only by the collateral pledged or property sold to NPF as of the applicable Petition Date.

71.  To the extent NPF deems it necessary to provide notice, file financing statements or
the like to continue or ratify security interests perfected (and of the priority of the same) as of the

applicable Petition Date and/or to provide appropriate notice of NPF’s security interest in the pre-
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petition collateral and/or the Post-Petition Collateral, the automatic stay is hereby modified for such
purposes.

72.  Debtors shall not create or grant any other interest in the pre-petition accounts
receivable purchased by NPF, the post-petition accounts receivable purchased by NPF, NPF’s pre-
petition collateral or the Post-Petition Collateral.

73.  Not later than the last calendar day of each calendar month, Debtors shall deliver to
NPF an aged accounts receivable report as of the last day of the preceding calendar month, which
shall contain a complete, aged listing of all Debtor’s accounts receivable (separated into accounts
receivable generated pre-petition and accounts receivable generated post-petition) as of the month
then ended.

74.  NPF shall not be permitted to offset any amounts due under the Post-Petition Sale
Agreeméht against any reserves maintained pursuant to the Pre-Petition Sales Agreements, nor shall
NPF be permitted to offset any amounts due under Pre-Petition Sales Agreements against any
reserves maintained pursuant to the Post-Petition Sale Agreement.

75.  Any advances made under the Post-Petition Sale Agreement shall be made for the
benefit of all of Debtors, and each Debtor shall be jointly and severally liable for the payment and
performance of all other Debtors’ post-petition obligations to NPF, whether arising under the Post-
Petition Sale Agreement, this Order or otherwise.

76.  Debtors shall maintain, with financially sound and reputable insurers acceptable to
NPF, insurance with respect to the Post-Petition Collateral and Debtors’ other properties and
business against loss or damage of the kinds and in the amounts satisfactory to NPF but in no event
less than the kinds and amounts of insurance customarily maintained by corporations of established
reputation engaged in the same or similar businesses. Each such policy shall name NPF as an

'24' C:AMyFiles\RD\MedShures\Orders\99 December 2 Sebement Order 7.wpd



additional insured and, where applicable, as loss payee under a lender loss payable endorsement
satisfactory to Lender, (which endorsement shall include a “New York” or “Standard Union” clause |
providing that any act or neglect of the insured shall not operate to invalidate the coverage provided
to NPF), and shall provide for thirty (30) days’ written notice to NPF before such policy is altered
or canceled.

77.  If Debtors shall fail to comply with the terms of this Order or shall be in default under
the Post-Petition Sale Agreement, NPF may immediately terminate any post-petition credit facilities
and financial accommodations extended pursuant to this Order or any other agreements with
Debtors. If any such default is not cured within five (5) days following notice to Debtors, NPF may
file a motion to lift the automatic stay (NPF shall be granted a final hearing on any such motion
upon five (5) days notice to creditors and parties in interest) and, if granted, the automatic stay shall
be lifted without further motion or order by the Court to permit NPF to take any and all actions with
respect to the post-petition accounts receivable or the Post-Petition Collateral or such other action
as may be permitted under the Post-Petition Sales Agreement and applicable non-bankruptcy law.
The remedies provided in this paragraph 77 shall be in addition to the remedies that are available
to NPF under paragraph 66 hereof following the occurrence of an Event of Default, and nothing
contained in this paragraph 77 shall reduce, alter or amend the provisions of paragraph 66 hereof.

78.  If for any reason, and to the extent that NPF’s post-petition accounts receivable and
the Post-Petition Collateral are insufficient to satisfy in full Debtors’ post-petition obligations to
NPF, any deficiency shall be treated as an administrative expense claim, which shall have priority
of the type provided for in §§364(c)(1), 507(a)(1) and 507(b) of the Bankruptcy Code and over all
other costs and administrative expenses incurred of the kind specified in, or ordered pursuant to

§§105, 326, 330, 331, 503(b), 506(a), 506(c), S07(b) of the Bankruptcy Code; provided, however,
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NPF’s administrative expense clam shall be subject to (a) all statutory fees required to be paid to the
United States Trustee, and (b) any carve-out for professional fees or other expenses contained in any
Order previously entered by this Court.

79.  Except as otherwise expressly provided herein, nothing contained in this Order shali:
(a) constitute an admission by NPF that the protection provided to NPF in this Order or in the
Interim Order is adequate, and NPF may, at any time and from time to time, apply to this Court for
additional adequate protection; (b) bind NPF with respect to or constitute an agreement by NPF
concerning the treatment of its claims under any plan of reorganization which may be proposed in
this case, except with respect to the priorities of its post-petition interests in accounts and/or
collateral as set forth herein; (c) constitute a waiver of NPF’s rights, following a default by Debtors,
to seek relief from the automatic stay or to file any other pleading with the Court it may deem
necessary; or (d) waive or prejudice the right of Debtors, the OUCC or any party-in-interest to object
to the extent, validity or priority of any pre-petition liens or to assert any avoidance actions on behalf
of the bankruptcy estate, except as provided in the Interim Order and the agreed order entered in
open court on November 12, 1999. The post-petition priorities and liens, however, established by
this Order are not subject to further objection.

80.  Unless NPF agrees otherwise, subject, however, to Debtors’ right of prepayment, the
post-petition liens and security interests granted to NPF and the treatment afforded to NPF pursuant
to this Order shall not be modified, altered, or impaired in any manner by any other financing,
extensions of credit or indebtedness of Debtors pursuant to§364 of the Bankruptcy Code or
otherwise.

81.  If, contrary to the provisions of this Order, the Court grants post-petition liens to

others pursuant to §364(d) of the Bankruptcy Code or any other provision of the Bankruptcy Code
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to secure any other financing, extensions of credit or indebtedness of Debtors and the priority of
such liens is senior or equal to the priority of the post-petition liens granted to NPF pursuant to this
Order, such senior or equal liens may be granted only if {a) the proceeds of any such financing,
extensions of credit or indebtedness are sufficient to fully pay the post-petition obligations owed to
NPF; and (b) contemporaneously with the granting of such post-petition liens the amount owed to
NPF is actually paid to NPF. As described above, Debtors and NPF shall maintain a continuing
accounting of post-petition advances by NPF and the post-petition collections actually received by
NPF under the Post-Petition Sale Agreement and, upon request, NPF shall provide to Debtors and
the new lender a statement indicating the amount due in respect of the obligations owed to NPF as
of the date specified in such statement.

82.  Nothing in this Order shall: (a) in any manner limit, impair, or diminish the authority
of this Court to, upon notice and hearing, award and require payment of the fees and expenses of
professionals retained by Debtor and the QUCC and/or to provide such professionals with an
interest, lien, or priority claim senior to or equal to the mterésts, liens, or priorities granted to NPF
pursuant to this Order; (b) in any manner limit, impair, or diminish any existing order of this Court
respecting the payment of professionals retained by Debtors or the OUCC, or any interest, lien, or
priority claim provided to such professionals pursuant to any existing orders of this Court; (c) in any
manner limit, impair, or diminish that certain Order Establishing a Procedure for Interim
Compensation of Expenses of Professionals Pursuant to 11 U.S.C. §§ 331 and 503 entered by this
‘Court on October 20, 1999, and the Budget shall be deemed to include payments required to be
made pursuant to said order; (d) in any manner constitute a determination by this Court as to
whether or not NPF’s assertion that its interest in pre-petition accounts receivable or post-petition
accounts receivable as an owner thereof (i.e., that the accounts receivable transactions between NPF
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and Debtors constitute “true sales™ as opposed to loans secured by accounts receivable); or (¢) in

any manner grant NPF a lien or priority claim in respect of avoidance actions, and the proceeds |

thereof, other than avoidance actions by one Debtor against another Debtor and the proceeds thereof.
PLAN AND EXCLUSIVITY PERIOD

83.  During the period in which Debtors have the exclusive right to file a plan of
reorganization, Debtors, NPF and the OUCC shall negotiate in good faith to jointly develop a
consensual plan of reorganization that can be presented to the Court for confirmation. In addition,
it is anticipated that other lenders approved by the Court, the United States Attorney, the United
States Trustee and other interested parties will provide input and participate in the development of
the final plan of reorganization presented to the Court for confirmation.

84.  Debtors shall use their reasonable best efforts to approve the filing of a plan of
reorganization and to obtain confirmation thereof at the earliest practicable date. The OUCC, NPF
and their respective counsel shall be permitted to participate in the development of any plan of
reorganization. Accordingly, Debtors shall provide to NPF and the OUCC notice of and the
opportunity to participate in any and all meetings of Debtors’ representatives at which the structure
or contents of a plan of reorganization is to be discussed.

85.  If Debtors comply with the terms of this Order, other orders of the Court and
agreements between NPF and Debtors, NPF will not object to an extension of the period in which
Debtors have the exclusive right to file a plan of reorganization to March 1, 2000. Conversely, if
Debtors fail to comply as aforesaid, NPF may object to said extension of the period in which
Debtors have the exclusive to file a plan of reorganization,

86. On or before March 1, 2000, Debtors shall present to NPF, the OUCC and the Board
a substantially complete draft of a disclosure statement and plan of reorganization that is generally
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acceptable to NPF and QUCC. Furthermore, if Debtors comply with the terms of this Order, other
orders of the Court and agreements between NPF and Debtors and the aforementioned drafts of a
disclosure statement and plan of reorganization are presented as aforesaid, neither NPF nor the
OUCC will object to an extension of the period in which Debtors have the exclusive right to file a
plan of reorganization for an additional sixty (60) days. Conversely, if Debtors do not comply with
the terms of this Order, other orders of the Court and agreements between NPF and Debtors or do
not timely present the aforementioned drafts of a disclosure statement and plan of reorganization,
either NPF or the OUCC may object to any further extension of the period in which Debtors have
the exclusive right to file a plan of reorganization,

87.  Ifthe period in which Debtors have the exclusive right to file a plan of reorganization
1s terminated, NPF shall be free to file a plan of reorganization.

88.  Debtors shall not seek to terminate the period in which Debtors have the exclusive
right to file a plan of reorganization without a duly authorized resolution of the Board.

89.  Provided that Debtors propose a plan of reorganization that is acceptable to NPF in
its sole and absolute discretion, to the extent that any administrative claim of NPF exceeds the value
of the collateral securing such administrative claim (the “Residual Administrative Claim™), NPF
agrees to convert up to $20 million of its Residual Administrative Claim to preferred stock of the
reorganized Debtors. As of the date of this Order, the financial covenants by which NPF is bound
prohibit NPF X, Inc. from accepting more than $20 million in preferred stock of the reorganized
Debtors. If such financial covenants are relaxed such that the limitations are increased to an amount
in excess of $20 million by NPF X, Inc. or another lending or capital fund sponsored by NPF, NPF
agrees to increase the amount of its Residual Administrative Claim converted into preferred stock
of the reorganized Debtors from $20 million to such revised maximum amount. If NPF’s Residual
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Administrative Claim exceeds $20 million or the maximum amount that may otherwise be so
converted, such excess shall be evidenced by such short-term subordinated instruments issued by
the reorganized Debtors as NPF and the Debtors shall agree. In order to assist Debtors in obtaining
a feasible plan of reorganization, NPF agrees to use its reasonable best efforts to obtain relief from
the aforementioned financial covenants so as to increase the maximum amount of preferred stock
to which the Residual Administrative Claim of NPF X, Inc. may be converted and to seek placement
of preferred stock or other long-term subordinated instruments with other funds sponsored by NPF
to evidence the amount of NPF’s Residual Administrative Claim in excess of such maximum
amount; provided, however, nothing contained herein shall be construed as a warranty or
representation by NPF that such efforts will be successful or require NPF to accept a plan of
reorganization that is not otherwise acceptable to NPF, in its sole and absolute discretion; provided
further that the Debtors shall not be entitled to discovery or investigate the terms of the various
programs sponsored by NPF, but Debtors shall accept a certification by an officer of NPF that the
maximum amount under such programs has been converted to preferred stock or other long-term
subordinated instrurnents.

90. Debtors, NPF and the QUCC commit to support, and to work, in good faith, with
each other to develop the details of, a plan of reorganization which provides, inter alia, for the non-
priority unsecured creditors to receive consideration in the form of ownership of a corporate entity
which: (a) owns all rights in the data and data processing equipment of Debtors and the reorganized
Debtors free and clear of liens and claims; (b) is party to a contract at a price reasonably acceptable
to the reorganized Debtors and the QUCC considering Debtors’ current costs for such services and
market rates, and containing other market terms acceptable to the OUCC, to provide long-term data
services to all the operating reorganized Debtors (to consist of most of the facilities and home health
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service operations presently being operated by Debtors); {c) is capitalized through the plan of
reorganization by Debtors with sufficient capital and financial resources to fund operations and to
contract with a third party with recognized expertise to operate and manage the data center; and (d)
provides assurance to the reorganized Debtors acceptable to NPF that the data and billing services
provided will be professionally and adequately handled in all respects, and which also provides that
(1) periodic interim payments shall be applied as provided in this Order; and (ii) all avoidance
actions against all persons, including NPF and other non-priority creditors, who are not Debtors or
insiders, shall be waived. Nothing contained herein shall require Debtors, NPF or the QUCC to
agree to a plan of reorganization which is not acceptable to them in their sole and absolute
discretion. Further, nothing contained herein shall require NPF to provide capital to the above
described creditor owned corporate entity on terms that are not acceptable to NPF in its sole and
absolute discretion, The QUCC shall retain the right to contest the application of i)eriodic interim
payments and to cause avoidance actions to be pursued until and unless a plan of reorganization
containing the foregoing terms is confirmed; provided, however, so long as NPF and Debtors
continue to proceed toward confirmation of the above described plan, the OQUCC shall not contest
the application of periodic interim payments or seek to cause the pursuit of avoidance actions.
RESOLUTION OF OTHER PROCEEDINGS

91.  NPF and the Winters have entered into a standstill agreement with respect to the Ohio
Litigation, the stock sale described in paragraph 3 hereof and the Section 105 Complaint,

92.  As more fully described in the Term Sheet, during the standstill period, the Winters
will provide certain financial information to NPF, and the Winters and NPF will negotiate and enter

into a comprehensive agreement with respect to the adversarial matters presently pending.
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93.  Upon confirmation of Debtors’ plan of reorganization, (a) NPF and the Winters shall
exchange mutual releases, (b) all security pledged to NPF by SHW shall be released, and (c) the
personal guaranty of SHW in favor of NPF shall be released.

94.  Once this Order becomes final and non-appealable, the Ohio Litigation, the Trustee
Motion, the Show Cause Motion, the Section 105 Complaint, the Complaint for Turn Over of all
Assets, and the Motion for Use of Cash Collateral will be dismissed or withdrawn without prejudice.

GENERAL PROVISIONS

95.  The automatic stay provided in §362(a) of the Bankruptcy Code is hereby modified
as to NPF to the extent necessary to implement the provisions of this Order. The parties are
authorized to execute any and all necessary financing documents to effectuate the terms of this
Order.

96.  Debtors shall not seek to modify, vacate, appeal or amend this Order unless NPF fails
to perform or otherwise defaults hereunder. If any or all of the provisions of this Order are hereafter
modified, vacated, stayed or reversed by subsequent order of this or any other Court, such stay,
modification, reversal or vacation shall not affect the validity of the post-petition indebtedness or
obligations to NPF incurred pursuant to this Order or the Interim Order, all objections to which have
either been resolved herein or by withdrawal of said objections.

97.  The Court finds that NPF’s purchase of the accounts receivable pursuant to the Post-
Petition Sale Agreement is done in good faith within the meaning of §364(e) of the Bankruptcy
Code.

98.  The actions taken pursuant to this Order or the Interim Order shall survive any order
which may be entered confirming any plan of reorganization or converting these proceedings from
Chapter 11 to Chapter 7. The provisions of this Order shall be binding upon and inure to the benefit
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of NPF, Debtors, and their respective successors and assigns, including, but not limited to, any
trustee hereinafter appointed as a representative of the estate herein, whether under Chapter 11 or
Chapter 7 of the Bankruptcy Code or otherwise.

99.  To the extent that the terms of the Post-Petition Sale Agreement conflict with the
terms of this Order or the stipulations herein set forth, the terms of this Order and such stipulations
shall control.

100. The Court finds that the notice given of this Order is adequate and sufficient for the
purposes contemplated hereby and the relief sought herein.

101. The Limited Objection of Linc Capital Management to Joint Motion for Leave of

Court to Use Cash Collateral and Incur Post-Petition Debt is resolved by this Order and the same

is hereby withdrawn.
 H NNIE D. LATTA
Dated; _ DEC 02 1999 ED STATES BANKRUPTCY JUDGE
Approved as to fokm and content:
HUMPHREYS, DUNLAP, WELLFORD,

WI SKA, P.C. ACUFF & STANTON, P.C.
kAl ) S m

Brnest B, Wittiams IV (12301) JoAn R. Dunlap (8237)

401 Church Street, Suite 2600 65 Madison Avenue, Suite 2200

Nashville, TN 37219 Memphis, TN 38103

(615) 242-0027 (901) 523-8808

(615) 242-0124 (facsimile) (901-523-8261 (facsimile)

erniewilliams@wp-pc.com (e-mail) jdunlap@hdwas.com (e-mail)
ATTORNEYS FOR NPF ATTORNEYS FOR DEBTORS

-3 3- C:\MyFiles IRD\MedShares\Orders\99 Decenber 2 Seniernent Order 7.wpd



BAKER, DONELSON, BEARMAN &
CALDWELL, P.C.

V744

By:

- Sp(phen W. Ragl d (43389)
2000 First Tenne ee Building
165 Madison Avenue
Memphis, TN 38103

(901) 577- 2147

(901) 577-0764 (facsimile)

sragland@bdbc.com (email)
ATTORNEYS FOR THE WINTERS

THE BOGATIN LAW FIRM, PL

-

By:

Ihggklﬁ:./c:ocke‘(ms)
1661 International Place Dr, Suite 300
Memphis, TN 38120

(901) 767-1234
(901) 767-4010 (facsimile)

dcocke@bogatin.com (e-mail)

ATTORNEYS FOR UNSECURED
CREDITORS COMMITTEE

-34-

WYATT TARRANT & COMBS

Byfmm 4 4 DGl

E. Franklin Childress (07040) fenth ?M'nﬁﬂ
6075 Poplar Avenue, Suite 650
Memphis, TN 38119
{901) 537-1000
{901) 537-1010

ATTORNEYS FOR LINC CAPITAL
MANAGEMENT

Motion ﬁ Order &Y Oftiee .
Entered 'bn, the Court docket
and mailed e
[3 Debtor(s), Debtor(s) Attorne rusﬁ
[3 Servicing by Court ot
I Cerh te of Mai
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ACCOUNTING AND DEPOSIT PROCEDURES

The purpose of this document is to outline, in general terms, the procedures to be followed
in accounting for and depositing proceeds of accounts receivable. Terms not specifically defined
herein shall have the meaning attributed to such terms in the Agreed Order Allowing Debtors to Sell
Accounts Receivable and to Incur Post-Petition Debt Under 11 U.S.C. § 364 and to Grant
Superpriority Lien, as amended.

1. The Accounts.

(a) “DIP Account” means the debtor-in-possession account number 100381581
established at First Tennessee Bank styled TBN of TN, Inc.

(b) “Escrow Account” means the account number 10-01-001-8005305 established
at First Tennessee Bank styled Medshares/NPF Escrow, which account shall be restricted so that no
withdrawals therefrom may be made without the consent of an authorized representative of both NPF
and Debtors.

{c) “First Union Accounts” means all of Debtors’ accounts at First Union Bank,
including without limitation the following accounts: Soleus Health Care Services, Inc., account
number 2080000349967; and Medshares, Inc., account number 2010000065253.

(d) “Lockbox Accounts” means the Post-Petition Lockbox Accounts and the Pre-
Petition Lockbox Accounts, collectively.

(e) “Post-Petition Lockbox Accounts” means the Post-Petition Commercial
Lockbox Account and the Post-Petition Medicare Lockbox Account, collectively.

® “Post-Petition Commercial Lockbox Account” means the Commercial
Lockbox Account established at Huntington National Bank pursuant to the Post-Petition Sale
Agreement.

{(g) “Post-Petition Medicare Lockbox Account” means the Medicare Lockbox
Account established at Huntington National Bank pursuant to the Post-Petition Sale Agreement.

(h) “Pre-Petition Lockbox Accounts” means the Pre-Petition Commercial
Lockbox Account and the Pre-Petition Medicare Lockbox Account, collectively.

i) “Pre-Petition Commercial Lockbox Account” means the Commercial Lockbox
Accounts established at Huntington National Bank pursuant to the Pre-Petition Sale Agreements.

§)) “Pre-Petition Medicare Lockbox Account” means the Medicare Lockbox
Accounts established at Huntington National Bank pursuant to the Pre-Petition Sale Agreements.
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2. Deposit Procedures.

(a) Under the Pre-Petition Sale Agreements and the Post-Petition Sale Agreement,
each Debtor is obligated to instruct any and all third party payors of accounts receivable (i.e. account
debtors) to pay all proceeds of accounts receivable purchased by NPF into the appropriate Lockbox
Accounts. Certain issues have arisen with respect to the operation of the Lockbox Accounts and the
parties desire to clarify the procedures to be followed with respect to the collection and accounting
of the Debtors’ pre-petition and post-petition accounts receivable.

(b) On or about the Petition Date, Debtors, in contravention of the terms of the
Pre-Petition Sale Agreements, provided notices to substantially all third party payors to change the
payment address for accounts receivable purchased by NPE. Since reversing these instructions may
have a negative effect upon the timely payment of accounts receivable, Debtors and NPF will
cooperate with each other to ensure that payment instructions are modified in an orderly fashion to
ensure that all proceeds of accounts receivable are promptly received, properly accounted for and
deposited into the appropriate accounts as required by the Pre-Petition Sale Agreements and the Post-
Petition Sale Agreement.

(c) NPF’s representative, under supervision by Debtors, shall have the right to
open all mail and to segregate that mail containing or pertaining to accounts, account proceeds or
any other source of payment of income to Debtors. The foregoing applies to payments received at
the Union Avenue Extended location as well as any other Medshares location.

(d) NPF’s representative, under the supervision of Debtors, shall have the right
to prepare all deposit slips for deposit of funds and make and/or receive copies of all remittance
advices received either by the Debtors or NPF.

(e) NPF shall be furnished with copies all receipts, deposits slips and remittance
advices.

(D In the event of a dispute concerning the ownership of accounts receivable or
the appropriate account into which funds are to be deposited the amounts in question shall be
deposited into the Escrow Account to be held in the Escrow Account pending the resolution of such
dispute.

(g) Except as provided in subparagraphs 2.(h) and 2.(i) below, all funds
representing proceeds of pre-petition accounts receivable from Eligible Payors (as defined in the Pre-
Petition Sales Agreements) shall be deposited into the appropriate Pre-Petition Lockbox Account
and all funds representing proceeds of post-petition accounts receivable from Eligible Payors (as
defined in the Post-Petition Sales Agreement) shall be deposited into the appropriate Post-Petition
Lockbox Account.
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(h) Until such time as the Court orders otherwise or the parties agree upon and
implement other procedures, all “Periodic Interim Payments™ shall continue to be directed to the -
First Union Accounts. Within one (1) business day, all Periodic Interim Payments received in ali
First Union Accounts will be transferred to the Post-Petition Medicare Account. The transfer of
funds from the First Union Accounts to the Post-Petition Medicare Account will not be deemed to
be a final determination as to whether any payment relates to accounts receivable generated pre-
petition or post-petition, and in the event it is determined that any funds swept to the Post-Petition
Medicare Account represent proceeds of pre-petition accounts receivable, subsequent reconciliations
and account adjustments shall be made.

(1) All electronic funds transfers (other than PIP payments) received into any
accounts other than the Lockbox Accounts shall be promptly transferred to the Escrow Account. A
representative from each of NPF and the Debtors shall determine whether such payments relate to
accounts receivable generated pre-petition or post-petition. If the parties are in agreement, the funds
will be released upon the joint instruction of both NPF and the Debtors and transferred into the
appropriate Lockbox Account. If the parties are unable to agree, the dispute resolution procedures
set forth in Paragraph 4 shall apply.

() All First Union Accounts shall be modified to provide that all funds deposited
into those accounts shall be swept into a separate dual signature account at First Union from which
withdrawals cannot be made without the signatures of each of NPF and the Debtors.

3. Weekly Reconciliation. On Friday of each week (or in the event such date is not a
business day, on the succeeding business day), those funds held in the Pre-Petition Lockbox
Accounts and the Post-Petition Lockbox Accounts which represent proceeds of accounts receivable
owned by the Debtors and identified as such by the Debtors to NPF by remittance advice furnished
to NPF no later than 12:00 noon on the preceding business day, will be credited to the outstanding
obligations owed by Debtors under the Post-Petition Loan; provided, however, that in the event the
balance in any reserve account established under the Post-Petition Sale Agreement is less than the
specified reserve balance required under the Post-Petition Sale Agreement, NPF shall have the right
to apply the amounts which would otherwise by credited to the Post-Petition Loan to the appropriate
reserve account to restore such reserve account to the specified balance required under the Post-
Petition Sale Agreement. In the event it is determined that the amounts held in any such post-
petition reserve account(s) are in excess of the specified balance(s) set forth in the Post-Petition Sale
Agreement, NPF shall have the obligation to return such excesses to the Debtor.

4. Dispute Resolution. In the event of a disagreement concerning the ownership or
application of accounts receivable proceeds the parties shall cooperate with each other in an attempt
to resolve such dispute. If the parties are unable to resolve such disagreement within ten (10)
business days, the issue shall be submitted to the CEOs of the Debtors and NPF respectively for
resolution. In the event the CEOs are unable to resolve the dispute within five (5) business days of
the date of submission, either party may submit the issue to the Court for resolution. Pending the
resolution of such disputes, the disputed funds shall remain in the Escrow Account.
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5. Procedures Applicable to Other Medshares Entities. The procedures set forth herein -
shall apply to all Medshares Entities, both Debtors and Non-Debtors.
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UNITED STATES BANKRUPTCY COURT
WESTERN DISTRICT OF TENNESSEE

WESTERN DIVISION
In re MERIDIAN CORPORATION, Case Nos. 99-28923-L through 99-29025-L
a/k/a MEDSHARES, INC,, Chapter 11
Debtors.
and

Case Nos. 99-30101-L through 99-30125-L
Chapter 11

}
}
}
}
}
}
In re SYMPHONY HOME CARE }
SERVICES NO. 18-LOUISIANA, }
INC., }
}
}

Debtors.

AFFIDAVIT

State of Tennessee
County of Shelby

The undersigned JOHN MILLER, having been first duly sworn does depose and state as
follows:

1. In connection with and as required by that certain Order Resolving Disputes,
Allowing Debtors to Sell Accounts Receivable and to Incur Post-Petition Debt Under 11 U.S.C.
§364 and Granting Superpriority Liens entered by the United States Bankruptcy Court of the
Western District of Tennessee, Western Division in the Chapter 11 Case of Debtors (the “Order”),
I personally make oath as to the following:

2. I have personally reviewed the Order and have been fully apprised of its terms.

3. I understand that the Debtors have a duty under the Order to comply with all of the
terms and conditions of the Accounting and Deposit Procedures attached to and made a part of the
Order as Exhibit “A”.

4. [ have attached hereto a true and correct summary of the expenditures made from the
proceeds of the funding by NPF (as defined in the Order) on (insert immediately
preceding funding date).

5. I have attached hereto a true and correct summary of the expenditures to be made
from the proceeds of the anticipated funding by NPF on (insert date).

EXHIBIT
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6. The Debtors’ cash on hand as of

Further affiant sayeth naught:

Sworn to and subscribed before me
this day of

Notary Public

My commission expires:

(insert date) is §

JOHN MILLER
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UNITED STATES BANKRUPTCY COURT
WESTERN DISTRICT OF TENNESSEE
WESTERN DIVISION

In re MERIDIAN CORPORATION, } Case Nos. 99-28923-L through 99-29025-L
a/k/a MEDSHARES, INC., Chapter 11

Debtors.
and

In re SYMPHONY HOME CARE
SERVICES NO. 18-LOUISIANA,
INC,,

}
}
}
}
}
} Case Nos. 99-30101-L through 99-30125-L
}  Chapter 11

}

}

}

Debtors.

AFFIDAVIT

State of Tennessee
County of Shelby

The undersigned JOHN MILLER, having been first duly sworn does depose and state as
follows:

1. In connection with and as required by that certain Order Resolving Disputes,
Allowing Debtors to Sell Accounts Receivable and to Incur Post-Petition Debt Under 11 U.S.C.
§364 and Granting Superpriority Liens entered by the United States Bankruptcy Court of the
Western District of Tennessee, Western Division in the Chapter 11 Case of Debtors (the “Order”),
I personally make oath as to the following:

2. I have personally reviewed the Order and have been fully apprised of its terms.

3. I understand that the Debtors have a duty under the Order to comply with all of the
terms and conditions of the Accounting and Deposit Procedures attached to and made a part of the
Order as Exhibit “A”.

4. I have attached hereto a true and correct summary of the bank records of any and all
bank accounts into which account and other proceeds from Eligible Payors, as that term is defined
in the Post-Petition Sale Agreement (as defined in the Order), which have not been previously
provided, and have been deposited as of midnight on (insert date).

5. Further, upon my personal knowledge, since (insert date), all proceeds
of all accounts receivable and other sums received from Eligible Payors, including but not limited
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to, all proceeds of accounts receivable from: commercial insurance carriers, Blue Cross/Blue Shield,
Medicare, Medicaid (TennCare), CHAMPUS, CHAMPVA, and HMO, PPO or other managed care
entities, have been turned over to NPF.

Further affiant sayeth naught:

JOHN MILLER

Sworn to and subscribed before me
this day of

Notary Public

My commission expires:
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