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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11
INSIGHT HEALTH SERVICES Case No. 10-[ 1)
HOLDINGS CORP., et al.,’

Debtors. (Joint Administration Requested)
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The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, include: InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770);
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930);
North Carolina Mobile Imaging 1I LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina
Mobile Imaging 1V LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MR, Inc. (1529); Orange
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LLC (2858); and Signal Medical
Services, Inc. (2413). The location of the Debtors’ corporate headquarters and the Debtors’ service address
is: 26250 Enterprise Court, Suite 100, Lake Forest, California 92630.
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DEBTORS’ MOTION FOR ENTRY OF INTERIM AND
FINAL ORDERS AUTHORIZING, BUT NOT DIRECTING, THE
DEBTORS TO PAY CERTAIN PREPETITION TAXES AND FEES

The above-captioned debtors and debtors in possession (collectively, the “Debtors”)
hereby move the Court, pursuant to this motion (this “Motion™), for the entry of interim and final

orders, substantially in the forms attached hereto as Exhibit A and Exhibit B, authorizing, but not

directing, the Debtors to pay certain prepetition taxes, fees and other similar charges and
assessments. In support of this Motion, the Debtors respectfully state as follows:2
Jurisdiction
1. The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and
1334. This matter is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2).
2. Venue 1s proper pursuant to 28 U.S.C. §§ 1408 and 1409.
3. The statutory bases for the relief requested herein are sections 105(a), 363(b),

507(a)(8) and 541 of title 11 of the United States Code (the “Bankruptcy Code”) and Rules 6003

and 6004 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”).

Background

4. The Debtors and their affiliates are a leading diagnostic medical imaging services
provider that own and operate a network of 62 fixed-site imaging centers and 104 mobile
facilities in more than 30 states. Through their imaging centers and mobile facilities, the Debtors
provide magnetic resonance imaging, ultrasound, x-ray and other diagnostic imaging services
that generate representations of internal anatomy used by physicians for the diagnosis of certain

medical conditions.

The facts and circumstances supporting this Motion are set forth in the Declaration of Keith S. Kelson of
InSight Health Services Holdings Corp. (I) in Support of Debtors’ Chapter 11 Petitions and First Day Motions
and (II) Pursuant to Local Bankruptcy Rule 1007-2 (the “First Day Declaration™), filed contemporaneously
herewith and incorporated herein by reference.
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5. Through a prior restructuring, the Debtors converted their subordinated unsecured
debt into common equity and, thereby, reduced their debt service costs and preserved liquidity.
The Debtors believed, at that time, that they would be able to maintain competitive operations
without the need for further deleveraging. However, as with other businesses and individuals,
the significant economic downtumn of 2008 and 2009, the effects of which are still felt today,
reduced demand for the Debtors’ services, making it necessary for the Debtors to further
restructure their debt obligations.

6. Beginning in the fall of 2010, the Debtors engaged in discussions with their
revolving loan agent and major senior secured noteholders regarding a consensual debt
restructuring. Prior to filing these chapter 11 cases, the Debtors successfully negotiated and
obtained agreement from their major creditor constituents to the restructuring and exchange
embodied in their prepackaged chapter 11 plan, filed contemporaneously herewith.

7. The proposed prepackaged plan converts all of the Debtors’ senior secured notes
into new common equity, eliminating more than $290 million of debt. The plan also leaves the
Debtors’ general unsecured creditors unimpaired and provides them with a full recovery on their
general unsecured claims. In connection with receiving their plan distribution, the senior secured
noteholders will convey warrants to acquire two percent of the new common stock exercisable
when the enterprise value reaches a certain threshold to the Debtors’ existing equity holders.

8. The Debtors launched solicitation of their plan prior to filing these chapter 11
cases to holders of the senior secured notes — the only class of claims or interests entitled to
vote on the plan. As of the time of filing these chapter 11 cases, senior secured noteholders

holding over two-thirds of the outstanding amount of the notes have voted to accept the plan.
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The Debtors expect to obtain further acéeptance of the plan by the proposed December 27, 2010
voting deadline and anticipate confirming the plan expeditiously.

9. On the date hereof (the “Petition Date™), each of the Debtors filed a petition with
the Court under chapter 11 of the Bankruptcy Code to effectuate the prepackaged plan, enhance
liquidity and solidify their long-term growth prospects and operating performance. The Debtors
are operating their businesses and managing their properties as debtors in possession pursuant to
sections 1107(a) and 1108 of the Bankruptcy Code. No request for the appointment of a trustee
or examiner has been made in these chapter 11 cases, and no committees have been appointed or
designated. Concurrently with the filing of this Motion, the Debtors have requested procedural
consolidation and joint administration of these chapter 11 cases.

The Debtors’ Tax and Fee Obligations

10.  In the ordinary course of business, the Debtors: (a) incur and/or collect taxes,
including income, franchise, sales, business, property and fuel taxes in the operation of their
businesses (collectively, the “Taxes”); (b)incur annual reporting, business license, permit,
accreditation, regulatory and other similar fees and assessments (collectively, the “Fees”) in
connection with obtaining licenses and permits necessary to operate their businesses; and
(c) remit such Taxes and Fees to various taxing, licensing, and other governmental authorities
(collectively, the “Authorities™). A list of the Authorities is attached hereto as Exhibit C. The
Debtors pay the Taxes and Fees monthly, quarterly, semi-annually, annually or biennially, in
each case as required by applicable laws and regulations.

A. Corporate Income and Franchise Taxes. |

11. Certain federal, state and local Authorities require the Debtors to pay income and

franchise Taxes. The Debtors pay income and franchise Taxes annually. Franchise Taxes may

be based on a flat fee, net operating income or capital employed. Often, though not mandatory,
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the Debtors pay estimated income taxes quarterly in order to avoid underpayment penalties.
Certain jurisdictions assess both franchise and income Taxes, while others assess either franchise
or income taxes depending on which results in a higher tax. The Debtors estimate that, as of the
Petition Date, approximately $115,000 of income and franchise Taxes are accrued and unpaid.

B. Sales, Use and Fuel Taxes.’

12. Certain state and local Authorities require the Debtors to pay sales, business and
occupation Taxes. In various jurisdictions, the Debtors pay such Taxes to state and local
governments in order to remain in good standing for purposes of conducting business within the
state. Generally, the Debtors collect sales Taxes from their customers and remit such Taxes to
the Authorities in the month following their collection. The Debtors estimate that, as of the
Petition Date, approximately $55,000 of sales, business and occupation Taxes are accrued and
unpaid.

13. In addition, certain state governmental Authorities require the Debtors to pay fuel
Taxes. As part of their business operations, the Debtors require fuel to maintain and operate a
fleet of greater than 100 mobile diagnostic imaging units, each similar in size to a typical
18-wheel tractor-trailer. The Debtors pay fuel Taxes monthly and quarterly. The Debtors
estimate that, as of the Petition Date, approximately $4,500 of fuel Taxes are accrued and
unpaid.

C. Property Taxes.

14. Under applicable law, certain Authorities, most often state governments, n
jurisdictions where the Debtors’ operations are located are granted the authority to levy property
Taxes against the Debtors’ real and personal property. The Debtors generally pay property

Taxes annually, although certain Authorities provide an option to make semi-annual payments.
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The Debtors estimate that, as of the Petition Date, approximately $750,000 of property Taxes are
accrued and unpaid.
D. Business License, Reporting and Accreditation Fees.

15. Certain state Authorities require the Debtors to pay annual and biennial reporting
Fees. In various jurisdictions, the Debtors pay annual reporting fees to state governments to
remain in good standing for purposes of conducting business with the state. The Debtors
estimate that, as of the Petition Date, approximately $10,000 of annual and biennial reporting
Fees are accrued and unpaid.

16. Certain state and local Authorities require the Debtors to pay business license and
professional business license Fees as a prerequisite for the Debtors to conduct business
operations in such Authorities’ jurisdictions. The Debtors business operations require special
licensing in order to maintain compliance with state medical regulations. The Debtors generally
pay license Fees as they are incurred. Thus, as of the Petition Date, no license Fees are accrued
and unpaid.

17. Certain state and local Authorities and independent accreditation and regulatory
Authorities require the Debtors to pay a variety of miscellaneous Fees. In relation to the
Debtors’ operations within the regulated medical and health care industry, such miscellaneous
Fees include: accreditation, credentialing for managed care, registration, safety regulation, trade
name and vehicle license Fees. The Debtors pay these miscellaneous Fees monthly, quarterly or
annually in each case as required by applicable laws and regulations. The Debtors estimate that,
as of the Petition Date, approximately $30,000 of miscellaneous Fees are accrued and unpaid.

E. Income, Sales and Property Tax Assessments.

18.  The Debtors have additional liabilities resulting from active income, sales and

property tax assessments. As of the Petition Date, the Debtors estimate accrued and upaid
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liabilities for: approximately $5,000 of income and franchise tax assessments and notices,
approximately $135,000 of sales tax audit assessments and approximately $225,000 of property
tax assessments and notices. The Debtors estimate that, as of the Petition Date, a total of
approximately $365,000 of active income, sales and property tax assessments are accrued and
unpaid.

Relief Requested

19. By this Motion, the Debtors seek entry of interim and final orders authorizing
them to pay in the ordinary course of business, in their sole discretion, any Taxes and Fees that
the Debtors accrued or that arose before the Petition Date. The amount of Taxes and Fees to be
paid prior to entry of the final order approving this Motion will likely not exceed approximately
$80,000.

20.  The Debtors seek the relief requested in the event and to the extent that: (a) any
Taxes and Fees that accrued prepetition (i) were not paid prepetition, (ii) were not processed
prepetition or (iii) were paid in an amount that was less than is actually owed, including amounts
subsequently determined upon audit or otherwise to be owed for periods prior to the Petition
Date; (b) any payments made prepetition were rejected, lost or otherwise not received in full by
any Authority; or (c) Taxes and Fees were incurred or collected from sales and services provided
prepetition that will come due shortly after the Petition Date.

21.  In addition, the Debtors request that the Court schedule a final hearing within
approximately 25 days of the Petition Date to consider approval of this Motion on a final basis.

Basis for Relief

22, There are several bases for granting the relief requested in this motion: (a) certain
of the Taxes and Fees are not property of the Debtors’ estates pursuant to section 541(d) of the

Bankruptcy Code; (b) portions of the Taxes and Fees may be entitled to priority status pursuant

7
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to section 507(a)(8) of the Bankruptcy Code; (c) governmental entities may sue the Debtors’
directors and officers for unpaid Taxes and Fees, and thus distracting the Debtors’ directors and
officers from the Debtors’ reorganization efforts; (d) the Bankruptcy Code gives the Debtors
authority to remit payment on account of such Taxes and Fees in the ordinary course of business;
and (e) section 105 of the Bankruptcy Code and the Court’s general equitable powers permit the
Court to grant the relief sought.
A. Certain of the Taxes and Fees May Not Be Property of the Estate.

23. Section 541(d) of the Bankruptcy Code provides, in relevant part:

Property in which the debtor holds, as of the commencement of the case, only

legal title and not an equitable interest . .. becomes property of the estate under

subsection (2)(1) or (a)(2) of this section only to the extent of the [D]ebtors’ legal

title to such property, but not to the extent of any equitable interest in such
property that the debtor does not hold.

11 US.C. § 541(d). Some of the Taxes and Fees constitute “trust fund” taxes, which are
required to be collected from their customers and held in trust for payment to the Authorities.

See, e.g., Begier v. Internal Revenue Serv., 496 U.S. 53, 57-60 (1990) (holding that any

prepetition payment of trust fund taxes is not an avoidable preference since funds are not the

debtor’s property); Shank v. Wash. State Dep’t of Revenue, Excise Tax Div. (In re Shank), 792

F.2d 829, 833 (9th Cir. 1986) (holding that sales tax required by state law to be collected by

sellers from their customers is a “trust fund” tax and not released by bankruptcy discharge);

DeChiaro v. N.Y. State Tax Comm’n, 760 F.2d 432, 435-36 (2d Cir. 1985) (same); DuCharmes

& Co., Inc. v. Michigan, 852 F.2d 194 (6th Cir. 1988) (per curiam); In re Maranatha Trucking

Co., No. 587-1438, 1988 WL 212742, at *2 (Bankr. N.D. Ohio Dec. 22, 1988); In re Shreve

Steel Erection, Inc., 92 B.R. 214 (Bankr. W.D. Mich. 1988). To the extent these “trust fund”

taxes are collected, they are not property of the Debtors’ estates under section 541(d) of the

Bankruptcy Code. See In re Am. Int’] Airways, Inc., 70 B.R. 102, 104-105 (Bankr. E.D. Pa.
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1987). The Debtors, therefore, generally do not have an equitable interest in the Taxes or Fees
and should be permitted to pay them to the Authorities as they become due.

B. Portions of the Taxes and Fees May Be Entitled to Priority Status Pursuant to
Section 507(a)(8) of the Bankruptcy Code.

24.  Claims for some of the Taxes and Fees are or may be priority claims entitled to
payment prior to general unsecured creditors. See 11 U.S.C. § 507(a)(8). Thus, payment of
certain of the Taxes and Fees likely will give the Taxing Authorities no more than that to which
they otherwise would be entitled under a chapter 11 plan and will save the Debtors the potential
interest expense, legal expense, and penalties that otherwise might accrue on the Taxes and Fees
during these chapter 11 cases. Moreover, to the extent that the Taxes and Fees are entitled to
priority treatment under section 507(a)(8)(B) of the Bankruptcy Code, the governmental units
also may attempt to assess interest and penalties. See 11 U.S.C. § 507(a)(8)(G) (granting eighth
priority status to “a penalty related to a claim of a kind specified in this paragraph and in
compensation for actual pecuniary loss”). Thus, to the extent any Taxes and Fees are
outstanding, the payment of certain Taxes and Fees at this time would affect only the timing of
payment and, therefore, should not unduly prejudice the rights of other creditors.

C. Payment of the Taxes and Fees Will Avoid Unnecessary Distractions in These
Chapter 11 Cases.

25. Certain Taxing Authorities may impose personal liability on the Debtors’
directors and officers to the extent the Debtors fail to meet their obligations to remit prepetition
Taxes and Fees, even if the failure to pay such Taxes and Fees was not a result of any
malfeasance on the Debtors’ part. In addition, the Debtors’ failure to pay certain Taxes and Fees
could cause some states to challenge the Debtors’ rights to operate within such states’
jurisdictions. Addressing any subsequent action taken by such states would be costly and

administratively burdensome for the Debtors’ management during these chapter 11 cases and

9
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would be an unnecessary distraction for the Debtors, the named officers and directors and the
Court, which could be asked to entertain various motions seeking injunctions with respect to the
potential state court actions. Therefore, it is in the best interest of the Debtors’ estates and the
Debtors’ prospects for reox'gaxlization to eliminate the possibility of the foregoing distractions.

D. The Court May Authorize the Debtors to Pay the Taxes and Fees Pursuant to
Section 363(b) of the Bankruptcy Code.

26.  The Court also may authorize the Debtors to pay the Taxes and Fees under
section 363(b) of the Bankruptcy Code, which provides that “[t]he trustee, after notice and a
hearing, may use, sell, or lease, other than in the ordinary course of business, property of the
estate.” 11 U.S.C. § 363(b)(1). Under this section, a court may authorize a debtor to pay certain

prepetition claims. See, e.g., In re Tonosphere Clubs, Inc., 98 B.R. 174, 175 (Bankr. SD.N.Y.

1989) (“A bankruptcy court is empowered pursuant to § 363 of the Bankruptcy Code to
authorize a debtor to expend funds in the bankruptcy court’s discretion outside the ordinary

course of business.”); In re UAL Corp., No. 02-48191 (ERW) (Bankr. N.D. Ill. Dec. 9, 2002)

(authorizing payment of prepetition claims under section 363 of the Bankruptcy Code as an out-
of-the-ordinary-course transaction). To do so, “the debtor must articulate some business

justification, other than the mere appeasement of major creditors.” Jonosphere Clubs, 98 B.R. at

175. As discussed above, the Debtors’ failure to pay the Taxes and Fees could have a material
adverse impact on their ability to operate in the ordinary course of business.

E. Section 105(a) of the Bankruptcy Code Authorizes the Relief Requested Herein.

27. Section 105(a) of the Bankruptcy Code provides that “[t]he court may issue any
order, process, or judgment that is necessary or appropriate to carry out the provisions of this
title.” 11 U.S.C. § 105(a). The purpose of section 105(a) of the Bankruptcy Code is “to assure

the bankruptcy courts (sic) power to take whatever action is appropriate or necessary in aid of the
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exercise of their jurisdiction.” See 2 COLLIER ON BANKRUPTCY { 105.01 (16th ed.). Thus,
section 105 of the Bankruptcy Code essentially codifies the Bankruptcy Court’s inherent
equitable powers.

28.  Application of section 105(a) in the context of this Motion is appropriate because
the relief requested herein is comsistent with the rehabilitative policy of chapter 11 of the
Bankruptcy Code. A debtor in possession is a fiduciary with a duty to protect and preserve the

estate, including the value of the business as a going concern. See In re CoServ, L.L.C., 273

B.R. 487, 497 (Bankr. N.D. Tex. 2002) (“There are occasions when this [fiduciary] duty can only
be fulfilled by the preplan satisfaction of a prepetition claim.”). The Debtors’ business could be
significantly disrupted absent the relief requested herein. The Debtors could incur penalties and
liens arising from their failure to pay the Taxes and Fees, thereby unnecessarily increasing both
the value and priority of claiins against their estates—all to the detriment of the Debtors and their
unsecured creditors. The Debtors’ key personnel could also be exposed to personal liability and
needlessly distracted from the present reorganization. Thus, granting the relief requested in this
Motion will enhance the likelihood of the Debtors’ successful rehabilitation, maximize the value
of the estates’ assets and thus benefit the estates’ creditors. The relief requested in this Motion 1s
critical to the Debtors’ operations and reorganization and therefore is justified under
section 105(a) of the Bankruptcy Code.

29.  Granting the relief requested is appropriate and in the best interests of the
Debtors, their estates and their creditors. Further, the relief requested herein has been regularly

provided in similar chapter 11 cases by courts in this jurisdiction. See, e.g., In re Blockbuster,

Inc., Case No. 10-14997 (BRL) (Bankr. S.D.N.Y. Oct. 21, 2010); In re Innkeepers USA Trust,

Case No. 10-13800 (SCC) (Bankr. SD.N.Y. Aug. 12, 2010); In re NR Liquidation III Co. (f/k/a
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Neff Corp.), Case No. 10-12610 (SCC) (Bankr. S.D.N.Y. June 9, 2010); In re Uno Rest.

Holdings Corp., Case No. 10-10209 (MG) (Bankr. S.D.N.Y. Feb. 17, 2010); In re Citadel Broad.

Corp., Case No. 09-17442 (Bankr. S.D.N.Y. Feb. 3, 2010); In re CIT Group Inc., Case No. 09-

16565 (ALG) (Bankr. S.D.N.Y. Nov. 23, 2009); In re The Reader’s Digest Ass’n, Case No. 09-

23529 (RDD) (Bankr. S.D.N.Y. Sept. 17, 2009); In re Lear Corp., Case No. 09-14326 (ALG)

(Bankr. SD.N.Y. July 31, 2009); In re JON Media Networks, Inc., Case No. 09-13125 (JMP)

(Bankr. SD.N.Y. May 21, 2009); In re Gen. Growth Props., Inc., Case No. 09-11977 (ALG)

(Bankr. S.D.N.Y. May 11, 2009); In re Chemtura Corp., Case No. 09-11233 (REG) (Bankr.

SDN.Y. Apr. 13, 2009); In re Charter Commc’ns Inc., Case No. 09-11435 (JMP) (Bankr.

S.D.N.Y. Apr. 15, 2009).

30.  Accordingly, the Debtors seek authority, in their sole discretion, to pay the
Taxes and Fees to avoid the significant damage to their estates that might otherwise result.
However, nothing in this Motion or the order granting this Motion should be construed as
impairing the Debtors’ ability to contest the amounts of any Taxes and Fees allegedly owing to
the Authorities, and the Debtors’ payment of such Taxes and Fees shall not be deemed to be a
waiver of rights regarding the extent, validity, perfection or possible avoidance of liens and
payments.

The Requirements of Bankruptcy Rule 6003 Are Satisfied

31.  Under Bankruptcy Rule 6003, the Court may authorize the Debtors to pay the
Taxes and Fees because such relief is necessary to avoid immediate and irreparable harm.
Immediate and irreparable harm exists where the absence of relief would impair a debtor’s

ability to reorganize or threaten the debtor’s future as a going concern. See In re Ames Dep’t

Stores, Inc., 115 B.R. 34, 36 n.2 (Bankr. S.D.N.Y. 1990) (discussing the elements of “immediate

and irreparable harm” in relation to Bankruptcy Rule 4001).
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32.  For the many reasons outlined above, the failure to pay Taxes and Fees would
cause immediate and irreparable harm to the Debtors’ restructuring efforts. For example, the
failure to pay Taxes and Fees could lead to distracting litigation against the Debtors and their
officers and directors personally by the Authorities. The Debtors’ reorganization in chapter 11
requires the complete attention of the Debtors’ officers and directors. Consequently, if the relief
is not granted, such tax-related lawsuits would cause the Debtors’ estates immediate and

irreparable harm by detracting from the reorganization efforts. See, e.g., In re Calpine Corp.,

365 B.R. 401, 410 (S.D.N.Y. 2007) (holding that potential distractions to employees constitute

“imminent irreparable harm” if they would impact the restructuring process); In re Lomas Fin.

Corp., 117 B.R. 64, 67 (S.D.N.Y. 1993) (same).

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

33. To implement the foregoing successfully, the Debtors seek a waiver of the notice
requirements under Bankruptcy Rule 6004(a) and the 14-day stay of an order authorizing the use,
sale, or lease of property under Bankruptcy Rule 6004(h).

Motion Practice

34.  This Motion includes citations to the applicable rules and statutory authorities
upon which the relief requested herein is predicated, and a discussion of their application to this
Motion. Accordingly, the Debtors submit that this Motion satisfies Rule 9013-1(a) of the Local
Bankruptcy Rules for the Southern District of New York.

Notice

3s. The Debtors have provided notice of this Motion to: (a) the Office of the United
States Trustee for the Southern District of New York; (b) the entities listed on the Consolidated
List of Creditors Holding the 50 Largest Unsecured Claims filed pursuant to Bankruptcy Rule

1007(d); (c) counsel to the agent for the Debtors’ prepetition secured revolving loan and
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proposed postpetition secured lenders; (d) the indenture trustee for the Debtors’ secured floating
rate notes; (e) counsel to the ad hoc group of certain holders of the Debtors’ secured floating rate
notes; (f) the Internal Revenue Service; (g) the Securities and Exchange Commission; and (h) the
Authorities. In light of the nature of the relief requested, the Debtors respectfully submit that no
further notice is necessary.

No Prior Request

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

other court.

[Remainder of Page Intentionally Left Blank]
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WHEREFORE, the Debtors respectfully request entry of interim and final orders,

substantially in the forms attached hereto as Exhibit A and Exhibit B, (a) authorizing, but not
directing, the Debtors to pay prepetition Taxes and Fees, (b) scheduling a final hearing within
approximately 25 days of the Petition Date to consider approval of this Motion on a final basis
and (c) granting such other further relief as is just and proper.

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

James H.M. Sprayregen, P.C.
Edward O. Sassower
KIRKLAND & ELLISLLP
601 Lexington Avenue

New York, New York 10022
Telephone:  (212) 446-4800
Facsimile: (212) 446-4900

-and -

Ryan Blaine Bennett (pro hac vice pending)
Paul Wierbicki (pro hac vice pending)
KIRKLAND & ELLIS LLP

300 North LaSalle Street

Chicago, Illinois 60654

Telephone:  (312) 862-2000

Facsimile: (312) 862-2200

Proposed Counsel to the Debtors and
Debtors in Possession
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EXHIBIT A

Proposed Interim Order
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determined upon audit or otherwise to be owed for periods prior to the Petition Date; provided,
however, that the Debtors shall pay only amounts due and payable as of the Petition Date and
amounts that became due and payable between the Petition Date and the date that a final order is
entered in the matter, unless otherwise ordered by the Court.

4. Nothing in the Motion or this Order, nor as a result of the Debtors’ payment of
claims pursuant to this Order, shall be deemed or construed as: (a) an admission as to the
validity or priority of any claim against the Debtors or the validity of any lien (contractual,
common law, statutory or otherwise); (b) a waiver of the Debtors’ rights to dispute any claim or
lien; or (c) an approval or assumption of any agreement, contract or lease pursuant to section 365
of the Bankruptcy Code. This Order is without prejudice to the Debtors’ right to contest the
amounts of any Taxes and Fees on any grounds they deem appropriate and to contest the extent,
validity or perfection of liens described in the Motion or to seek the avoidance of all such liens.

5. The Debtors are authorized to take all actions necessary to effectuate the relief
granted pursuant to this Order in accordance with the Motion.

6. The requirements set forth in Bankruptcy Rule 6003(b) are satisfied by the
contents of the Motion or otherwise deemed waived.

7. Notice of the Motion as provided therein shall be deemed good and sufficient
notice of such motion and the requirements of Bankruptcy Rule 6004(a) and the local rules are
satisfied by such notice.

8. Notwithstanding the possible applicability of Bankruptcy Rules 6004(h), 7062,
9014 or otherwise, the terms and conditions of this Order shall be immediately effective and

enforceable upon 1ts entry.
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9. The Court retains jurisdiction with respect to all matters arising from or related to
the implementation of this Order.

New York, New York
Date: , 2010

United States Bankruptcy Judge
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EXHIBIT B

Proposed Final Order
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11
INSIGHT HEALTH SERVICES Case No. 10 1C. )
HOLDINGS CORP., et al.,'

Debtors. (Joint Administration Requested)

FINAL ORDER AUTHORIZING, BUT NOT DIRECTING,
THE DEBTORS TO PAY CERTAIN PREPETITION TAXES AND FEES

Upon the motion (the “Motion)? of the above-captioned debtors and debtors in
possession (collectively, the “Debtors™) for the entry of a final order (this “Order’”) authorizing,
but not directing, the Debtors to pay certain prepetition Taxes and Fees, all as more fully set
forth in the Motion, and upon the First Day Declaration; it appearing that the relief requested is
in the best interests of the Debtors’ estates, their creditors and other parties in interest; the Court
having jurisdiction to consider the Motion and the relief requested therein pursuant to 28 U.S.C.
§§ 157 and 1334; consideration of the Motion and the relief requested therein being a core
proceeding pursuant to 28 U.S.C. § 157(b); venue being proper before the Court pursuant to

28 U.S.C. §§ 1408 and 1409; notice of the Motion having been adequate and appropriate under

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, include: InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770);
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930);
North Carolina Mobile Imaging 1T LLC (0165); North Carolina Mobile Imaging 111 LLC (0251); North Carolina
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LLC (2858); and Signal Medical
Services, Inc. (2413). The location of the Debtors’ corporate headquarters and the Debtors’ service address
is: 26250 Enterprise Court, Suite 100, Lake Forest, California 92630.

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Motion.
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the circumstances; and after due deliberation and sufficient cause appearing therefor, it is hereby
ORDERED that:

1. The Motion is granted as set forth herein on a final basis.

2. The Debtors are authorized, but not fequired, to pay and remit prepetition Taxes
or Fees to various Authorities, in their sole discretion, pursuant to this Order in accordance with
the Motion.

3. Nothing in the Motion or this Order, nor as a result of the Debtors’ payment of
claims pursuant to this Order, shall be deemed or construed as: (a) an admission as to the validity
or priority of any claim against the Debtors or the validity of any lien (contractual, common law,
statutory or otherwise); (b) a waiver of the Debtors’ rights to dispute any claim or lien; or (c) an
approval or assumption of any agreement, coniract or lease pursuant to section 365 of the
Bankruptcy Code. This Order is without prejudice to the Debtors’ right to contest the amounts
of any Taxes and Fees on any grounds they deem appropriate and to contest the extent, validity
or perfection of liens described in the Motion or to seek the avoidance of all such liens.

4. The Debtors are authorized to take all actions necessary to effectuate the relief
granted pursuant to this Order in accordance with the Motion.

5. The requirements set forth in Bankruptcy Rule 6003(b) are satisfied by the
contents of the Motion or otherwise deemed waived.

6. Notice of the Motion as provided therein shall be deemed good and sufficient
notice of such motion and the requirements of Bankruptcy Rule 6004(a) and the local rules of the

Court are satisfied by such notice.
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7. Notwithstanding the possible applicability of Bankruptcy Rules 6004(h), 7062,
9014 or otherwise, the terms and conditions of this Order shall be immediately effective and
enforceable upon its entry.

8. The Court retains jurisdiction with respect to all matters arising from or related to
the implementation of this Order.

New York, New York
Date: ,2010

United States Bankruptcy Judge
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NRC FORM 374

U.S. NUCLEAR REGULATORY COMMISSION

MATERIALS LICENSE

Pursuant to the Atomic Energy Act of 1954, as amended, the Energy Reorganization Act of 1974 (Public Law 93-438), and Title 10,
Code of Federal Regulations, Chapter |, Parts 30, 31, 32, 33, 34, 35, 36, 39, 40, and 70, and in reliance on statements and
representations heretofore made by the licensee, a license is hereby issued authorizing the licensee to receive, acquire, possess, and
transfer byproduct, source, and special nuclear material designated below; to use such material for the purpose(s) and at the place(s)
designated below; to deliver or transfer such material to persons authorized to receive it in accordance with the regulations of the
applicable Pari(s). This license shall be deemed to contain the conditions specified in Section 183 of the Atomic Energy Act of 1954, as
amended, and is subject to all applicable rules, reguiations, and orders of the Nuclear Reguilatory Commission now or hereafler in effect
and to any conditions specified below. .

Licensee

1. InSight Health Corporation 3. License number 04-29403-01

2. 26250 Enterprise Court, Suite 100 4. Expiration date August 31, 2020

Lake Forest, California 92630 5. Docket No. 030-38343

Reference No.

6. Byproduct, source, and/or special 7. Chemical and/or physical form 8. Maximum amount that licensee may
nuclear material possess at any one time under this
license

A. Any byproduct material A. Any A. As needed
permitted by 10 CFR 35.200

Authorized use:

A. Anyimaging and localization study permitted by 10 CFR 35.200.

CONDITIONS

10. A. Licensed material (excluding generators) may be received, stored, and used only by licensee
personnel at authorized mobile medical vehicles located at:

Southwestern Vermont Medical Center, 100 Hospital Drive, Bennington, Vermont,

Skaggs Outpatient Imaging Center, 251 Skaggs Road, Branson, Missouri,

Lake Regional Imaging Center, 1075 Nichols Road, Osage Beach, Missouri,

Fairmont General Hospital, 1325 Locust Avenue, Fairmont, West Virginia,

Monongalia General Hospital, 1200 JD Anderson Drive, Morgantown, West Virginia,

City Hospital, 2500 Hospital Drive, Martinsburg, West Virginia,

Weirton Medical Center, 601 Colliers Way, Weirton, West Virginia,

Windham Hospital, 112 Mansfield Avenue, Windham, Connecticut, and

University of Connecticut Health Center, 263 Farmington Avenue, Farmington, Connecticut.

Temporary job sites anywhere in the United States where the U.S. Nuclear Regulatory Commission
maintains jurisdiction for regulating the use of licensed material, including areas of exclusive Federal
jurisdiction within Agreement States.




NRC FORM 374A U.S. NUCLEAR REGULATORY COMMISSION

License Number

04-29403-01

MATERIALS LICENSE Docket or Reference Number
SUPPLEMENTARY SHEET .030-38343

If the jurisdiction status of a Federal facility within an Agreement State is unknown, the licensee
should contact the federal agency controlling the job site in question to determine whether the
proposed job site is an area of exclusive Federal jurisdiction. Authorization for use of radioactive
materials at job sites in Agreement States not under exclusive Federal jurisdiction shall be obtained
from the appropriate state regulatory agency.

11.  The Radiation Safety Officer (RSO) for this license is David W. Jordan, Ph.D.

12. Licensed material is only authorized for use by, or under the supervision of:

A

B.

Individuals permitted to work as an authorized user, authorized nuclear pharmacist, and/or authorized
medical physicist in accordance with 10 CFR 35.13 and 35.14.

The following individuals are authorized users for the material and medical uses indicated:

Authorized Users Material and Use
John Harding Bartow 1l, D.O. 35.200
Anthony Lee Wheeler, M.D. 35.200
Mike Joseph Vierra, M.D. 35.200
John Dymond, M.D. _ 35.200
Timothy M. Gronlie, M.D. 35.200
Surendra V. Pawar, M.D. 35.200
John Anthony Leon, M.D. 35.200
Dimitri Misailidis, M.D. 35.200
Eric R. Balzano, M.D. 35.200
James F. Keenan, M.D. 35.200
John Vento, M.D. 35.200
Gregory T. Turner, M.D. 35.200

13. For sealed sources not associated with 10 CFR Part 35 use, the following conditions apply:

A.

Sealed sources shall be tested for leakage and/or contamination at intervals not to exceed the
intervals specified in the certificate of registration issued by the U.S. Nuclear Regulatory
Commission under 10 CFR 32.210 or under equivalent regulations of an Agreement State.

Notwithstanding Paragraph A of this Condition, sealed sources designed to primarily emit alpha
particles shall be tested for leakage and/or contamination at intervals not to exceed 3 months.

In the absence of a ceriificate from a transferor indicating that a leak test has been made within the
intervals specified in the certificate of registration issued by the U.S. Nuclear Regulatory
Commission under 10 CFR 32.210 or under equivalent regulations of an Agreement State, prior to
the transfer, a sealed source received from another person shall not be put into use until tested and
the test results received.
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License Number

04-29403-01

MATERIALS LICENSE Docket or Reference Number
SUPPLEMENTARY SHEET 030-38343

Sealed sources need not be tested if they contain only hydrogen-3; or they contain only a
radioactive gas; or the half-life of the isotope is 30 days or less; or they contain not more than
100 microcuries of beta- and/or gamma-emitting material or not more than 10 microcuries of
alpha-emitting material.

Sealed sources need not be tested if they are in storage and are not being used; however, when
they are removed from storage for use or transferred to another person and have not been tested
within the required leak test interval, they shall be tested before use or transfer. No sealed source
shall be stored for a period of more than 10 years without being tested for leakage and/or
contamination.

The leak test shall be capable of detecting the presence of 0.005 microcurie (185 becquerels) of
radioactive material on the test sample. If the test reveals the presence of 0.005 microcurie

(185 becquerels) or more of removable contamination, a report shall be filed with the U.S. Nuclear
Regulatory Commission in accordance with 10 CFR 30.50(c)(2), and the source shall be removed
immediately from service and decontaminated, repaired, or disposed of in accordance with
Commission regulations. The report shall be filed within 5 days of the date the leak test result is
known with the U.S. Nuclear Regulatory Commission, Region 1V, 612 East Lamar Blvd., Suite 400,
Arlington, Texas 76011-4125, ATTN: Director, Division of Nuclear Materials Safety. The report
shall specify the source involved, the test results, and corrective action taken.

Tests for leakage and/or contamination, including leak test sample collection and analysis, shall be
performed by the licensee or by other persons specifically licensed by the U.S. Nuclear Regulatory
Commission or an Agreement State to perform such services.

H.  Records of leak test results shall be kept in units of microcuries and shall be maintained for 3 years.

Sealed sources or detector cells containing licensed material shall not be opened or sources removed
from source holders by the licensee.

The licensee shall conduct a physical inventory every 6 months, or at other intervals approved by the
U.S. Nuclear Regulatory Commission, to account for all sources and/or devices received and possessed
under the license. Records of inventories shall be maintained for 5 years from the date of each
inventory, and shall include the radionuclides, quantities, manufacturer's name and model numbers, and
the date of the inventory.

In addition to the possession limits in Iltem 8, the licensee shall further restrict the possession of licensed
material to quantities below the minimum limit specified in 10 CFR 30.35(d) for establishing financial
assurance for decommissioning.

The licensee is authorized to transport licensed material in accordance with the provisions of
10 CFR Part 71, "Packaging and Transportation of Radioactive Material.”




NRC FORM 374A U.S. NUCLEAR REGULATORY COMMISSION

License Number

04-29403-01

MATERIALS LICENSE Docket or Reference Nuﬁber
SUPPLEMENTARY SHEET 030-38343

Except as specifically provided otherwise in this license, the licensee shall conduct its program in
accordance with the statements, representations, and procedures contained in the documents, including
any enclosures, listed below. This license condition applies only to those procedures that are required to
be submitted in accordance with the regulations. Additionally, this license condition does not limit the
licensee's ability to make changes to the radiation protection program as provided for in 10 CFR 35.26.
The U.S. Nuclear Reguiatory Commission's regulations shall govern unless the statements,
representations, and procedures in the licensee's application and correspondence are more restrictive
than the reguiations.

A.  Application dated August 2, 2010 (ML102310669)
B. Letter dated August 26, 2010 (ML102380527)

FOR THE U.S. NUCLEAR REGULATORY COMMISSION

IRA/
Date: August 30, 2010 By:

Roberto J. Torres, Senior Health Physicist
Nuclear Materials Safety Branch B
Region IV

Arlington, Texas 76011-4125




UEC 2
UNITED STATES BANKRUPTCY COURT UEL 2 6 2010
SOUTHERN DISTRICT OF NEW YORK

.)_,
Inre: ) Chapter 11 REGICN IV
) —
INSIGHT HEALTH SERVICES HOLDINGS CORP., ) Case No. 10-16564 (AJG)
etal,'” )
)
Debtors. ) Jointly Administered
)

SUMMARY OF PLAN OF REORGANIZATION AND NOTICE OF COMBINED HEARING ON
(A) DISCLOSURE STATEMENT AND (B) CONFIRMATION OF PLAN OF
REORGANIZATION AND RELATED MATTERS

NOTICE IS HEREBY GIVEN as follows:

On December 10, 2010 (the “Petition Date”), the above-captioned debtors and debtors in possession
(collectively, the “Debtors™) filed with the United States Bankruptcy Court for the Southem District of New York
(the “Court™) a proposed prepackaged plan of reorganization (the “Plan”) and a proposed disclosure statement (the
“Disclosure Statement™) pursuant to sections 1125 and 1126(b) of title 11 of the United States Code (the
“Bankruptcy Code”). Copies of the Plan and the Disclosure Statement may be obtained upon request of the
Debtors’ counsel at the address specified below and are on file with the Clerk of the Court, One Bowling Green,
New York, New York, 10017, where they are available for review between the hours of 8:00 am. to 4:00 p.m.
(prevailing Eastern Time). The Plan and Disclosure Statement also are available for inspection on the Court’s
Internet site at www.nysbuscourts.gov or free of charge on the Debtors’ Internet site at
www.bmcgroup.com/insight 2

The Plan is a “prepackaged” plan of reorganization. The primary purpose of the Plan is to implement the
restructuring of the Debtors’ capital structure based on the Debtors’ present and future operating prospects and to
provide the Debtors with greater liquidity. Based on current projections, the funds available from the Debtors’
operations and other sources will not be sufficient to meet the Debtors’ debt service requirements or other
obligations unless the restructuring is consummated. As a result, the Debtors’ Plan is intended to be a “balance
sheet” restructuring and is not generally intended to affect the Debtors’ day-to-day operations. The Debtors believe
that their restructuring will provide them with an appropriate capital structure in light of their projected opportunities
and prospects.

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification number, include: InSight
Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770); Comprehensive Medical Imaging Centers, Inc. (6946);
Comprehensive Medical Imaging, Inc. (2473); InSight Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile
Imaging 1 LLC (9930); North Carolina Mobile Imaging II LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile Imaging VI LLC (0532); North
Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange County Regional PET Center - Irvine, LLC (0190); Parkway
Imaging Center, LLC (2858); and Signal Medical Services, Inc. (2413). The location of the Debtors’ corporate headquarters and the
Debtors’ service address is: 26250 Enterprise Court, Suite 100, Lake Forest, California 92630.

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Plan or the Disclosure
Statement, as applicable. The statements contained herein are summaries of the provisions contained in the Disclosure Statement
and the Plan and do not purport to be precise or complete statements of all the terms and provisions of the Plan or documents
referred therein. To the extent there is a discrepancy between the terms herein and the Plan or Disclesure Statement, the Plan or
Disclosure Statement, as applicable, shall govern and control. For a more detailed description of the Plan, please refer to the
Disclosure Statement.




The following chart summarizes the treatment provided by the Plan to each class of Claims and Interests and
indicates the acceptance or rejections of the Plan by each class entitled to vote.

Other Priority
Claims

Unimpaired

Deemed to
Accept

Except to the extent that a
Holder of an Allowed Other
Priority Claim agrees to a
less favorable treatment for
such Holder, in full and
final satisfaction, settlement,
release and discharge of and
in exchange for each
Allowed Other Priority
Claim, each Holder of such
Allowed Other Priority
Claim shall be paid in full,
in Cash or otherwise receive
such treatment as to render
such Holder Unimpaired.
An Other Priority Claim that
is not due and payable on or
before the Effective Date
shall be reinstated and/or
paid thereafter without
regard to any acceleration
caused by the Filing of the
Chapter 11 Cases (i) in the
ordinary course of business
in accordance with
applicable law or the terms
of any agreement that
governs such Other Priority
Claim or (i1) in accordance
with the course of practice
or dealing between the
Debtors and such Holder
with respect to such Other
Priority Claim.

100%

Other Secured
Claims

Unimpaired

Deemed to
Accept

Except to the extent that a
Holder of an Allowed Other
Secured Claim and the
Debtors agree to less
favorable treatment for such
Holder, in full and final
satisfaction, settlement,
release, and discharge of
and in exchange for each
Allowed Other Secured
Claim, each Allowed Other
Secured Claim shall be
reinstated or otherwise
rendered Unimpaired in

100%




accordance with section

1124 of the Bankruptcy
Code.

Revolving Credit
Facility Claims

Unimpaired

Deemed to
Accept

To the extent Revolving
Credit Facility Claims are
not refinanced by the DIP
Facility or otherwise paid in
full as of the Effective Date
and except to the extent that
a Holder of an Allowed
Revolving Credit Facility
Claim and the Debtors agree
to less favorable treatment
for such Holder, in full and
final satisfaction, settlement,
release, and discharge of
and in exchange for each
Allowed Revolving Credit
Facility Claim, each Holder
of an Allowed Revolving
Credit Facility Claim shall
be paid in full, in Cash with
the proceeds of the Exit
Facility, reinstated or
otherwise receive such
treatment as to render such
Holder Unimpaired.

100%

Senior Secured
Notes Claims

Impaired

[Accepted]?

Except to the extent that a
Holder of an Allowed
Senior Secured Notes Claim
and the Debtors agree to
less favorable treatment for
such Holder, in full and
final satisfaction, settlement,
release, and discharge of
and in exchange for each
Allowed Senior Secured
Notes Claim, each Holder of
such Allowed Senior
Secured Notes Claim shall
Teceive on or as Soon as
reasonably practicable after
the Effective Date its Pro
Rata share of 100 percent of
the New Common Stock,

43.0%

73.5 percent in total amount of Senior Secured Notes Claims have voted to accept the Plan as of the date hereof. All Holders of Senior
Secured Notes that have cast Ballots as of December 10, 2010, have voted to accept the Plan. The Voting Deadline is January 10, 2011.
The Debtors believe that they will obtain acceptance of the Plan by the requisite majority of Holders of Class 4 Senior Secured Notes

Claims by the Voting Deadline.




provided that such
distribution shall be subject
to dilution by (i) the
Management Equity Plan
and (i1) the Warrants, which
shall be issued by the
Reorganized Debtors to the
Holders of existing common
stock in InSight Health
Services Holdings Corp. on
the Effective Date
(immediately prior to the
Consummation of the Plan)
as part of the distributions
made to such Holders of
Senior Secured Notes
Claims under the Plan.#

Unsecured
Claims

General Unimpaired ‘

Deemed to
Accept

Except to the extent that a
Holder of a General
Unsecured Claim agrees to a
less favorable treatment, in
full and final satisfaction,
settlement, release and
discharge of and in
exchange for each General
Unsecured Claim, each
Holder of such General
Unsecured Claim shall be
paid in full, in Cash, or
otherwise receive such
treatment as to render such
Holder Unimpaired. A
General Unsecured Claim
that is not due and payable
on or before the Effective
Date shall be reinstated
and/or paid thereafter
without regard to any
acceleration caused by the
Filing of the Chapter 11
Cases (i) in the ordinary
course of business in
accordance with applicable
law or the terms of any
agreement that governs such
General Unsecured Claim or

100%

“Warrants” means those certain warrants to acquire shares of New Common Stock representing two percent (2%), in the aggregate, of the
New Common Stock, on a fully-diluted basis, as of the Effective Date (but subject to dilution on or after the Effective Date for awards
under the Management Equity Plan), the terms of which shall be consistent in all material respects with the Warrant Term Sheet and further

provided in the Warrant Agreement.




(i1) in accordance with the
course of practice or dealing
between the Debtors and
such Holder with respect to
such General Unsecured
Claim.

Intercompany
Claims

Unimpaired

Deemed to
Accept

Intercompany Claims shall
be reinstated and rendered
Unimpaired in accordance
with section 1124 of the
Bankruptcy Code.

100%

Intercompany
Interests

Unimpaired

Deemed to
Accept

Although Intercompany
Interests shall not receive
any distribution on account
of such Intercompany
Interests, Intercompany
Interests will not be
cancelled and, solely to
implement the Plan, will be
addressed as set forth in
Article IV.G of the Plan.

100%

Section 510(b)
Claims

Impaired

Deemed to
Reject

Holders of Section 510(b)
Claims will not receive any
distribution on account of
such Claims, and Section
510(b) Claims shall be
discharged, cancelled,
released and extinguished as
of the Effective Date.

0%

Equity Interests
in InSight Health
Services
Holdings Corp.

Impaired

Deemed to
Reject

Holders of Equity Interests
in InSight Health Services
Holdings Corp. will not
receive any distribution on
account of such Interests,
and Equity Interests in
InSight Health Services
Holdings Corp. shall be
discharged, cancelled,
released and extinguished as
of the Effective Date;
provided that, as set forth in
Article IV.E of the Plan, the
Holders of existing common
stock in InSight Health
Services Holdings Corp. on
the Effective Date
(immediately prior to the
consummation of the Plan)

0%




shall receive the Warrants
from the Reorganized
Debtors on the Effective
Date.

Discharge, Injunctions, Exculpation and Releases

Please be advised that the Plan contains certain discharge, release, exculpation and injunction provisions as
follows:

A. Discharge.

Pursuant to section 1141(d) of the Bankruptcy Code, and except as otherwise specifically provided in the
Plan, the distributions, rights and treatment that are provided in the Plan shall be in full and final satisfaction,
settlement, release and discharge, effective as of the Effective Date, of all Claims, Interests and Causes of Action of
any nature whatsoever, including any interest accrued on Claims or Interests from and after the Petition Date,
whether known or unknown, against, liabilities of, Liens on, obligations of, rights against and Interests in the
Debtors or any of their assets or properties, regardless of whether any property shall have been distributed or
retained pursuant to the Plan on account of such Claims and Interests, including demands, liabilities and Causes of
Action that arose before the Effective Date, any contingent or non-contingent liability on account of representations
or warranties issued on or before the Effective Date and all debts of the kind specified in sections 502(g), 502(h) or
502(i) of the Bankruptcy Code, in each case whether or not: (a) a Proof of Claim or Interest based upon such Claim,
debt, right or Interest is Filed or deemed Filed pursuant to section 501 of the Bankruptcy Code; (b) a Claim or
Interest based upon such Claim, debt, right or Interest is Allowed pursuant to section 502 of the Bankruptcy Code;
or (¢) the Holder of such a Claim or Interest has accepted the Plan. Except as otherwise provided in the Plan, any
default by the Debtors or their Affiliates with respect to any Claim or Interest that existed immediately prior to or on
account of the filing of the Chapter 11 Cases shall be deemed cured on the Effective Date. The Confirmation Order
shall be a judicial determination of the discharge of all Claims and Interests subject to the Effective Date occurring,
except as otherwise expressly provided in the Plan.

B. Debtor Release.

NOTWITHSTANDING ANYTHING CONTAINED IN THE PLAN TO THE CONTRARY, ON
THE EFFECTIVE DATE AND EFFECTIVE AS OF THE EFFECTIVE DATE (SUCH THAT THE
REORGANIZED DEBTORS WILL NOT RECEIVE ANY CLAIM OR CAUSE OF ACTION RELEASED
UNDER THE PLAN), FOR THE GOOD AND VALUABLE CONSIDERATION PROVIDED BY EACH OF
THE DEBTOR RELEASEES AND THE THIRD PARTY RELEASEES, THE ADEQUACY OF WHICH IS
CONFIRMED, INCLUDING: (1) THE DISCHARGE OF DEBT AND ALL OTHER GOOD AND
VALUABLE CONSIDERATION PAID PURSUANT TO THE PLAN; AND (2) THE SERVICES OF THE
DEBTORS’> PRESENT AND FORMER OFFICERS, DIRECTORS, MANAGERS AND ADVISORS IN
FACILITATING THE EXPEDITIOUS IMPLEMENTATION OF THE RESTRUCTURING
CONTEMPLATED IN THE PLAN, EACH OF THE DEBTORS DISCHARGE AND RELEASE AND
SHALL BE DEEMED TO HAVE PROVIDED A FULL DISCHARGE AND RELEASE TO EACH
DEBTOR RELEASEE AND TO EACH THIRD PARTY RELEASEE (AND EACH SUCH DEBTOR
RELEASEE AND THIRD PARTY RELEASEE SO RELEASED SHALL BE DEEMED FULLY
RELEASED AND DISCHARGED BY THE DEBTORS) AND THEIR RESPECTIVE PROPERTY, TO THE
GREATEST EXTENT PERMITTED BY APPLICABLE LAW, FROM ANY AND ALL CAUSES OF
ACTION, WHETHER KNOWN OR UNKNOWN, FORESEEN OR UNFORESEEN, LIQUIDATED OR
UNLIQUIDATED, CONTINGENT OR NON-CONTINGENT, EXISTING AS OF THE EFFECTIVE DATE
INLAW, AT EQUITY, WHETHER FOR TORT, FRAUD, CONTRACT, VIOLATIONS OF FEDERAL OR
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STATE SECURITIES LAWS OR OTHERWISE, ARISING FROM OR RELATED IN ANY WAY TO THE
DEBTORS, INCLUDING (1) THOSE IN ANY WAY RELATED TO THE CHAPTER 11 CASES, THE
PURCHASE, SALE, OR RESCISSION OF THE PURCHASE OR SALE OF ANY SECURITY OF THE
DEBTORS OR THE REORGANIZED DEBTORS, THE SUBJECT MATTER OF, OR THE
TRANSACTIONS OR EVENTS GIVING RISE TO, ANY CLAIM OR INTEREST THAT IS TREATED IN
THE PLAN, THE BUSINESS OR CONTRACTUAL ARRANGEMENTS BETWEEN ANY DEBTOR AND
ANY THIRD PARTY RELEASEE OR DEBTOR RELEASEE, THE RESTRUCTURING OF CLAIMS AND
INTERESTS BEFORE OR DURING THE CHAPTER 11 CASES, THE NEGOTIATION,
FORMULATION, OR PREPARATION OF THE PLAN AND DISCLOSURE STATEMENT, OR
RELATED AGREEMENTS, INSTRUMENT OR OTHER DOCUMENTS AND (2) THOSE THAT ANY OF
THE DEBTORS OR THE REORGANIZED DEBTORS WOULD HAVE BEEN LEGALLY ENTITLED TO
ASSERT IN THEIR OWN RIGHT (WHETHER INDIVIDUALLY OR COLLECTIVELY) OR THAT ANY
HOLDER OF A CLAIM OR AN EQUITY INTEREST OR OTHER ENTITY WOULD HAVE BEEN
LEGALLY ENTITLED TO ASSERT ON BEHALF OF ANY OF THE DEBTORS OR ANY OF THEIR
ESTATES; PROVIDED, THAT THE FOREGOING “DEBTOR RELEASE” SHALL NOT OPERATE TO
WAIVE OR RELEASE ANY CAUSES OF ACTION OF ANY DEBTOR: (1) ARISING UNDER THE EXIT
FACILITY; OR (2) EXPRESSLY SET FORTH IN AND PRESERVED BY THE PLAN, THE PLAN
SUPPLEMENT OR RELATED DOCUMENTS.

ENTRY OF THE CONFIRMATION ORDER SHALL CONSTITUTE THE BANKRUPTCY
COURT’S APPROVAL, PURSUANT TO BANKRUPTCY RULE 9019, OF THE DEBTOR RELEASE,
WHICH INCLUDES BY REFERENCE EACH OF THE RELATED PROVISIONS AND DEFINITIONS
CONTAINED IN THE PLAN, AND FURTHER, SHALL CONSTITUTE THE BANKRUPTCY COURT’S
FINDING THAT THE DEBTOR RELEASE IS: (1) IN EXCHANGE FOR THE GOOD AND VALUABLE
CONSIDERATION PROVIDED BY THE DEBTOR RELEASEES AND THE THIRD PARTY
RELEASEES; (2) A GOOD FAITH SETTLEMENT AND COMPROMISE OF THE CLAIMS RELEASED
BY THE DEBTOR RELEASE; (3) IN THE BEST INTERESTS OF THE DEBTORS AND ALL. HOLDERS
OF CLAIMS AND INTERESTS; (4) FAIR, EQUITABLE AND REASONABLE; (5) GIVEN AND MADE
AFTER DUE NOTICE AND OPPORTUNITY FOR HEARING; AND (6) A BAR TO ANY OF THE
DEBTORS OR THE REORGANIZED DEBTORS ASSERTING ANY CLAIM OR CAUSE OF ACTION
RELEASED PURSUANT TO THE DEBTOR RELEASE.

C. Third Party Release.

NOTWITHSTANDING ANYTHING CONTAINED IN THE PLAN TO THE CONTRARY, ON
THE EFFECTIVE DATE AND EFFECTIVE AS OF THE EFFECTIVE DATE, TO THE GREATEST
EXTENT PERMITTED BY APPLICABLE LAW, AS SUCH LAW MAY BE EXTENDED OR
INTERPRETED SUBSEQUENT TO THE EFFECTIVE DATE, EACH OF THE RELEASING PARTIES
(REGARDLESS OF WHETHER A RELEASING PARTY IS A THIRD PARTY RELEASEE) SHALL
PROVIDE A FULL DISCHARGE AND RELEASE (AND EACH ENTITY SO RELEASED SHALL BE
DEEMED RELEASED BY THE RELEASING PARTIES) TO THE THIRD PARTY RELEASEES AND
THE DEBTOR RELEASEES AND THEIR RESPECTIVE PROPERTY FROM ANY AND ALL CLAIMS,
OBLIGATIONS, SUITS, DEMANDS, RIGHTS, AND CAUSES OF ACTION (OTHER THAN
UNIMPAIRED CLAIMS, CLAIMS RELATING TO UNIMPAIRED CLAIMS, AND THE RIGHTS TO
ENFORCE THE PLAN AND THE CONTRACTS, INSTRUMENTS, RELEASES, AND OTHER
AGREEMENTS DELIVERED THEREUNDER), WHETHER KNOWN OR UNKNOWN, FORESEEN OR
UNFORESEEN, LIQUIDATED OR UNLIQUIDATED, CONTINGENT OR NON-CONTINGENT,
EXISTING AS OF THE EFFECTIVE DATE IN LAW, AT EQUITY, WHETHER FOR TORT, FRAUD,
CONTRACT, VIOLATIONS OF FEDERAL OR STATE SECURITIES LAWS OR OTHERWISE,
ARISING FROM OR RELATED IN ANY WAY TO THE DEBTORS, INCLUDING THOSE IN ANY WAY
RELATED TO THE CHAPTER 11 CASES OR THE PLAN; PROVIDED, HOWEVER, THAT THE
FOREGOING “THIRD PARTY RELEASE” SHALL NOT OPERATE TO WAIVE OR RELEASE ANY
CLAIMS OR CAUSES OF ACTION OF ANY RELEASING PARTY: (1) ARISING UNDER THE EXIT
FACILITY; OR (2) EXPRESSLY SET FORTH IN AND REINSTATED OR PRESERVED BY THE PLAN,
THE PLAN SUPPLEMENT OR RELATED DOCUMENTS.




ENTRY OF THE CONFIRMATION ORDER SHALL CONSTITUTE THE BANKRUPTCY
COURT’S APPROVAL, PURSUANT TO BANKRUPTCY RULE 9019, OF THE THIRD PARTY
RELEASE, WHICH INCLUDES BY REFERENCE EACH OF THE RELATED PROVISIONS AND
DEFINITIONS CONTAINED IN THE PLAN, AND, FURTHER, SHALL CONSTITUTE THE
BANKRUPTCY COURT’S FINDING THAT THE THIRD PARTY RELEASE IS: (1) IN EXCHANGE
FOR THE GOOD AND VALUABLE CONSIDERATION PROVIDED BY THE DEBTOR RELEASEES
AND THE THIRD PARTY RELEASEES; (2) A GOOD FAITH SETTLEMENT AND COMPROMISE OF
THE CLAIMS RELEASED BY THE THIRD PARTY RELEASE; (3) IN THE BEST INTERESTS OF THE
DEBTORS AND ALL HOLDERS OF CLAIMS AND INTERESTS; (4) FAIR, EQUITABLE AND
REASONABLE; (5) GIVEN AND MADE AFTER DUE NOTICE AND OPPORTUNITY FOR HEARING;
AND (6) A BAR TO ANY OF THE RELEASING PARTIES ASSERTING ANY CLAIM RELEASED
PURSUANT TO THE THIRD PARTY RELEASE.

D. Exculpation.

The Exculpated Parties shall neither have nor incur any liability to any Entity for any prepetition or
postpetition act taken or omitted to be taken in connection with, or related to formulating, negotiating,
preparing, disseminating, implementing, administering, confirming or effecting the Consummation of the
Plan or any contract, instrument, release or other agreement or document created or entered into in
connection with the Plan or any other prepetition or postpetition act taken or omitted to be taken in
connection with or in contemplation of the restructuring of the Debtors; provided, however, that the
foregoing “Exculpation” shall have no effect on the liability of any Entity that results from any such act or
omission that is determined in a Final Order to have constituted gross negligence or willful misconduct;
provided, further, that each Exculpated Party shall be entitled to rely upon the reasonable advice of counsel

concerning his, her or its duties pursuant to or in connection with the Plan or any other related document,
instrument or agreement.

E. Injunction.

EXCEPT AS OTHERWISE PROVIDED IN THE PLAN, ALL ENTITIES WHO HAVE HELD,
HOLD OR MAY HOLD CLAIMS, EQUITY INTERESTS, CAUSES OF ACTION OR LIABILITIES
THAT: (1) HAVE BEEN DISCHARGED PURSUANT TO ARTICLE VIILA OF THE PLAN; (2) HAVE
BEEN RELEASED PURSUANT TO ARTICLE VIIL.D OF THE PLAN; (3) HAVE BEEN RELEASED
PURSUANT TO ARTICLE VIILE OF THE PLAN; OR (4) ARE SUBJECT TO EXCULPATION
PURSUANT TO ARTICLE VILF OF THE PLAN, ARE PERMANENTLY ENJOINED AND
PRECLUDED, FROM AND AFTER THE EFFECTIVE DATE, FROM: (A) COMMENCING OR
CONTINUING IN ANY MANNER ANY ACTION OR OTHER PROCEEDING OF ANY KIND AGAINST
ANY ENTITY SO RELEASED, DISCHARGED OR EXCULPATED (OR THE PROPERTY OR ESTATE
OF ANY ENTITY SO RELEASED, DISCHARGED OR EXCULPATED) ON ACCOUNT OF OR IN
CONNECTION WITH OR WITH RESPECT TO ANY SUCH RELEASED, DISCHARGED OR
EXCULPATED CLAIMS, EQUITY INTERESTS, CAUSES OF ACTION OR LIABILITIES; (B)
ENFORCING, ATTACHING, COLLECTING OR RECOVERING BY ANY MANNER OR MEANS ANY
JUDGMENT, AWARD, DECREE OR ORDER AGAINST ANY ENTITY SO RELEASED, DISCHARGED
OR EXCULPATED (OR THE PROPERTY OR ESTATE OF ANY ENTITY SO RELEASED,
DISCHARGED OR EXCULPATED) ON ACCOUNT OF OR IN CONNECTION WITH OR WITH
RESPECT TO ANY SUCH RELEASED, DISCHARGED OR EXCULPATED CLAIMS, EQUITY
INTERESTS, CAUSES OF ACTION, OR LIABILITIES; (C) CREATING, PERFECTING OR
ENFORCING ANY LIEN, CLAIM OR ENCUMBRANCE OF ANY KIND AGAINST ANY ENTITY SO
RELEASED, DISCHARGED OR EXCULPATED (OR THE PROPERTY OR ESTATE OF ANY ENTITY
SO RELEASED, DISCHARGED OR EXCULPATED) ON ACCOUNT OF OR IN CONNECTION WITH
OR WITH RESPECT TO ANY SUCH RELEASED, DISCHARGED OR EXCULPATED CLAIMS,
EQUITY INTERESTS, CAUSES OF ACTION OR LIABILITIES; (D) ASSERTING ANY RIGHT OF
SETOFF OR SUBROGATION OF ANY KIND AGAINST ANY OBLIGATION DUE FROM ANY ENTITY
SO RELEASED, DISCHARGED OR EXCULPATED (OR THE PROPERTY OR ESTATE OF ANY
ENTITY SO RELEASED, DISCHARGED OR EXCULPATED) ON ACCOUNT OF OR IN CONNECTION
WITH OR WITH RESPECT TO ANY SUCH RELEASED, DISCHARGED OR EXCULPATED CLAIMS,
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EQUITY INTERESTS, CAUSES OF ACTION OR LIABILITIES UNLESS SUCH HOLDER HAS FILED A
MOTION REQUESTING THE RIGHT TO PERFORM SUCH SETOFF ON OR BEFORE THE
CONFIRMATION DATE, AND NOTWITHSTANDING ANY INDICATION IN A PROOF OF CLAIM OR
INTEREST OR OTHERWISE THAT SUCH HOLDER ASSERTS, HAS OR INTENDS TO PRESERVE
ANY RIGHT OF SETOFF PURSUANT TO SECTION 553 OF THE BANKRUPTCY CODE OR
OTHERWISE; AND (E) COMMENCING OR CONTINUING IN ANY MANNER ANY ACTION OR
OTHER PROCEEDING OF ANY KIND AGAINST ANY ENTITY SO RELEASED, DISCHARGED OR
EXCULPATED (OR THE PROPERTY OR ESTATE OF ANY ENTITY SO RELEASED, DISCHARGED
OR EXCULPATED) ON ACCOUNT OF OR IN CONNECTION WITH OR WITH RESPECT TO ANY
SUCH RELEASED, DISCHARGED OR EXCULPATED CLAIMS, EQUITY INTERESTS, CAUSES OF
ACTION OR LIABILITIES RELEASED OR SETTLED PURSUANT TO THE PLAN.

Notice of Bar Date for Priority Tax Claims

Notwithstanding anything in the Plan to the contrary, any Creditor holding (1) a Priority Tax Claim
or (2) a Claim that may otherwise be a Priority Tax Claim or Claim for escheatment or unclaimed property
but for the fact that such Claim arose prior to the applicable statutory period set forth by section 507(a)(8) of
the Bankruptcy Code must File a Proof of Claim on account of such Claim, and such Proof of Claim must be
Filed with the Bankruptcy Court on or before the Priority Tax Claims Bar Date. All (1) Priority Tax Claims
or (2) Claims that may otherwise be Priority Tax Claims or Claim for escheatment or unclaimed property but
for the fact that such Claims arose prior to the applicable statutory period set forth by section 507(a)(8) of the
Bankruptcy Code for which a Proof of Claim is not timely Filed will be forever barred from assertion against
the Debtors or the Reorganized Debtors, their Estates and their property unless otherwise ordered by the
Bankruptey Court or as otherwise provided in the Plan. All such Priority Tax Claims or Claims that would
otherwise be Priority Tax Claims but for the fact that such Claims arose prior to the applicable statutory
period set forth by section 507(a)(8) of the Bankruptcy Code shall, as of the Effective Date, be subject to the
discharge and permanent injunction set forth in Article VIII.LA and Article VIII.H of the Plan.

Hearing on Confirmation of the Plan and the Adequacy of the Disclosure Statement

The hearing to consider the adequacy of the Disclosure Statement, any objections to the
Disclosure Statement, confirmation of the Plan, any objections thereto and any other matter that may properly come
before the Court shall be held before the Honorable Arthur J. Gonzalez, United States Bankruptcy Judge, in Room
523 of the United States Bankruptcy Court, One Bowling Green, New York, New York 10004, on
January 25,2011 at 10:00 a.m. (prevailing FEastern Time) (the “Confirmation Hearing”). The
Confirmation Hearing may be adjourned from time to time without further notice other than an announcement of the
adjourned date or dates in open court or at the Confirmation Hearing and which notice will be available on the
electronic case filing docket.

Any objections (each, an “Objection”) to the Plan or the Disclosure Statement must: (a) be in writing;
(b) comply with the Federal Rules of Bankruptcy Procedure and the Local Rules of Bankruptcy Practice and
Procedure of the United States Bankruptcy Court for the Southern District of New York; (c) state the name and
address of the objecting party and the amount and nature of the Claim or Equity Interest beneficially owned by such
Entity; and (d) state with particularity the legal and factual basis for such objections, and, if practicable, a proposed
modification to the Plan that would resolve such objection.

Objections must be filed with the Court and served so as to be actually received no later than the
January 18, 2011 at 5:00 p.m. (prevailing Eastern Time), by: (2) counsel for the Debtors, Kirkland & Ellis LLP,
300 North LaSalle Street, Chicago, [llinois 60654, Atin.: Ryan B. Bennett and Paul Wierbicki; (b) counsel to the
agent for the Debtors’ prepetition secured revolving loan and proposed postpetition secured lenders Parker, Hudson,
Rainer & Dobbs LLP, 1500 Marquis Two Tower, 285 Peachtree Center Avenue, N.E., Atlanta, Georgia, 30303,
Attn.: C. Edward Dobbs; (c) the indenture trustee for the Senior Secured Notes, US Bank National Association, 100
Wall Street, New York, NY 10005; (d) the Office of the United State Trustee for the District of New York,
33 Whitehall Street, 21st Floor, New York, New York. 10004, Atitn.: Serene Nakano and Paul Schwartzberg;
(e) counsel to the ad hoc group of certain Holders of Senior Secured Notes Skadden, Arps, Slate,



Meagher & Flom LLP, 155 N. Wacker Drive, Chicago, IL 60656, Atin.: Chris L. Dickerson and
Matthew M. Murphy; and (f) those parties who have a filed a notice of appearance in the Debtors’ chapter 11 cases.

UNLESS AN OBJECTION IS TIMELY SERVED AND FILED IN ACCORDANCE WITH THIS
NOTICE, IT MAY NOT BE CONSIDERED BY THE COURT.

YOU ARE ADVISED TO CAREFULLY REVIEW AND CONSIDER THE PLAN, INCLUDING THE
DISCHARGE, RELEASE, EXCULPATION AND INJUNCTION PROVISIONS, AS YOUR RIGHTS MIGHT BE
AFFECTED.

[Remainder of Page Intentionally Left Blank]
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New York, New York
Dated: December 14, 2010

/s! Edward O. Sassower

James H.M. Sprayregen, P.C.
Edward O. Sassower
KIRKLAND & ELLIS LLP
601 Lexington Avenue

New York, New York 10022
Telephone:  (212) 446-4800
Facsimile: (212) 446-49500

-and -

Ryan Blaine Bennett (admitted pro hac vice)
Paul Wierbicki (admitted pro hac vice)
KIRKLAND & ELLIS LLP

300 North LaSalle Street

Chicago, Illinois 60654

Telephone:  (312) 8§62-2000

Facsimile: (312) 862-2200

Proposed Counsel to the Debtors and
Debtors in Possession
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre:

Chapter 11

INSIGHT HEALTH SERVICES Case No. 10-16564 (AJG)
HOLDINGS CORP., et al.,’

Debtors. Jointly Administered

S S N N N N N S

INTERIM ORDER AUTHORIZING, BUT NOT DIRECTING,
THE DEBTORS TO PAY CERTAIN PREPETITION TAXES AND FEES

Upon the motion (the “Motion”)?> of the above-captioned debtors and debtors in
possession (collectively, the “Debtors”) for the entry of an interim order (this “Order”)
authorizing, but not directing, the Debtors to pay certain prepetition Taxes and Fees, all as more
fully set forth in the Motion, and upon the First Day Declaration; it appearing that the relief
requested is in the best interests of the Debtors’ estates, their creditors and other parties in
interest; the Court having jurisdiction to qonsider the Motion and the relief requested therein
pursuant to 28 U.S.C. §§ 157 and 1334; consideration of the Motion and the relief requested
therein being a core proceeding pursuant to 28 U.S.C. § 157(b); venue being proper before the

Court pursuant to 28 U.S.C. §§ 1408 and 1409; notice of the Motion having been adequate and

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, include: InSight Health Services Holdings Corp. (0028); InSight Health Services Corp. (2770);
Comprehensive Medical Imaging Centers, Inc. (6946); Comprehensive Medical Imaging, Inc. (2473); InSight
Health Corp. (8857); Maxum Health Services Corp. (5957); North Carolina Mobile Imaging I LLC (9930},
North Carolina Mobile Imaging II LLC (0165); North Carolina Mobile Imaging III LLC (0251); North Carolina
Mobile Imaging IV LLC (0342); North Carolina Mobile Imaging V LLC (0431); North Carolina Mobile
Imaging VI LLC (0532); North Carolina Mobile Imaging VII LLC (0607); Open MRI, Inc. (1529); Orange
County Regional PET Center - Irvine, LLC (0190); Parkway Imaging Center, LL.C (2858); and Signal Medical
Services, Inc. (2413). The location of the Debtors’ corporate headquarters and the Debtors’ service address
is: 26250 Enterprise Court, Suite 100, Lake Forest, California 92630.

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Motion.
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appropriate under the circumstances; and after due deliberation and sufficient cause appearing
therefor, it is hereby ORDERED that:
1. The Motion is granted as set forth herein on an interim basis.

2. The final hearing (the “Final Hearing”) on the Motion shall be held on January 4,

2011 at 10:00 a.m. Eastern Time. Any objections or responses to entry of the final order shall be
filed five (5) days before the Final Hearin,ér on December 30, 2010 at 4:00 p.m. Eastern Time and
served on the following parties: (a) counsel to the Debtors; (b) the Office of the United States
Trustee for the Southern District of New York; (c) the entities listed on the Consolidated List of
Creditors Holding the 50 Largest Unsecured Claims filed pursuant to Bankruptcy Rule 1007(d);
(d) counsel to the agent for the Debtors’ prepetition senior lenders and proposed postpetition
secured lenders; (e) each trustee for each of the Debtors’ notes; (f) counsel to the ad hoc
committee of the Debtors’ unsecured noteholders; (g) the Internal Revenue Service; (h) the
Securities and Exchange Commission; (i) those persons who have formally appeared and
requested service in this proceeding pursuant to Bankruptcy Rule 2002; and (h) the Authorities.
3. Subject to further order, the Debtors are authorized, but not required, in their sole
discretion, to pay and remit certain prepetition Taxes or Fees to various Authorities in an amount
not to exceed $80,000 only to the extent that the Debtors believe, in good faith and after
reasonable inquiry, such Tz;;ces and Fees are (a) taxes likely to give rise to personal liability to
officers or directors of the Debtors? (b) sales and use taxes, (c) income, franchise and gross
receipts taxes, (d) license fees and annual report taxes, (e) regulatory fees; or (f) property taxes
that are likely to give rise to liens or security interests in property of the Debtors’ estates to the
extent that such liens or security interests will receive super priority treatment under the

Bankruptcy Code, including but not limited to all of those Taxes and Fees subsequently
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determined upon audit or otherwise to be owed for periods prior to the Petition Date; provided,
however, that the Debtors shall pay only amounts due and payable as of the Petition Date and
amounts that became due and payable between the Petition Date and the date that a final order is
entered in the matter, unless otherwise ordered by the Court.

4. Nothing in the Motion or this Order, nor as a result of the Debtors’ payment of
claims pursuant to this Order, shall be deemed or construed as: (a) an admission as to the
validity or priority of any claim against the Debtors‘or the validity of any lien (contractual,
common law, statutory or otherwise); (b) a waiver of the Debtors” rights to dispute any claim or
lien; or (¢) an approval or assumption of any agreement, contract or lease pursuant to section 365
of the Bankruptcy Code. This Order is without prejudice to the Debtors’ right to contest the
amounts of any Taxes and Fees on any grounds they deem appropriate and to contest the extent,
validity or perfection of liens described in the Motion or to seek the avoidance of all such liens.

5. The Debtors are authorized to take all actions necessary to effectuate the relief
granted pursuant to this Order in accordance with the Motion.

6. The requirements set forth in Bankruptcy Rule 6003(b) are satisfied by the
contents of the Motion or otherwise deemed waived.

7. Notice of the Motion as provided therein shall be deemed good and sufficient
notice of such motion and the requirements of Bankruptcy Rule 6004(a) and the local rules are
satisfied by such notice.

8. Notwithstanding the possible applicability of Bankruptcy Rules 6004(h), 7062,
9014 or otherwise, the terms and conditions of this Order shall be immediately effective and

enforceable upon its entry.
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9. The Court retains jurisdiction with respect to all matters arising from or related to

the implementation of this Order.

New York, New York

Date: December 14, 2010
s/Arthur J. Gonzalez

Honorable Arthur J. Gonzalez
Chief United States Bankruptcy Judge
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